VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO

FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2014 AND 2013






Dave Yost - Auditor of State

Village Council

Village of Seven Mile
201 High Street

Seven Mile, Ohio 45062

We have reviewed the Independent Auditor’s Report of the Village of Seven Mile, Butler
County, prepared by Bastin & Company, LLC, for the audit period January 1, 2013 through
December 31, 2014. Based upon this review, we have accepted these reports in lieu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion on
them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Village of Seven Mile is responsible for
compliance with these laws and regulations.

Do

Dave Yost
Auditor of State

December 3, 2015

88 East Broad Street, Fifth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490

www.ohioauditor.gov


rakelly
Yost_signature


This page intentionally left blank.



VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO

TABLE OF CONTENTS

TITLE PAGE

Independent AUAItOr'S REPOIT.........o i e e e e e e e e as 1

Combined Statement of Receipts, DisbursementsCaadges in
Fund Balances (Cash Basis) - All Governmental Fiypks -
For the Year Ended December 31, 2014.......cuuiiiiieeeeeiee e e e e e e e et e e s eaaa s 3

Combined Statement of Receipts, DisbursementsCaadges in
Fund Balance (Cash BasishAH Proprietary and Fiduciary Fund Types
For the Year Ended DeCeMDBDEr 31, 2004 ... .c. oot e e et e et et e e e e e e e eenns 4

Combined Statement of Receipts, DisbursementsCaadges in
Fund Balances (Cash Basis) - All Governmental Fiyyks -
For the Year ENded DeCemMbDEr 31, 2003 ... e ittt et e e e et aereae et et e e e e ee e e reraeenns 5

Combined Statement of Receipts, DisbursementsCaadges in
Fund Balance (Cash BasisAH Proprietary and Fiduciary Fund Types
For the Year Ended December 31, 2013.... ..ot eeea e e 6

Notes to the Financial StAt@MENTS .......... oo eerreeeeeeieeiieeieieiieieeaeieaeeeee eereneeeeeeeeeeeeeeeaeeeeesesessnsenennnnnes 7
Independent Auditor’'s Report on Internal Controle®v

Financial Reporting and on Compliance and Otheitd/sit

Required byGovernment Auditing StandardsS..............eeueeiiiiiiiiiiiiiiiiiii et 15
SChedule Of FININGS. . ..o e e r e e e e e 17

Schedule of Prior AUdit FINAINGS ............. e eeeeeeeeeetesesseseresasrerereraeeeees easeeeeseesssessseesrerarrrrrrrrrrrrnnre 19



This page intentionally left blank.



Bastin & Company, LLC

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Village of Seven Mile
Butler County

201 High Street

Seven Mile, Ohio 45062

To the Village Council:
Report on the Financial Statements

We have audited the accompanying financial statésvemd related notes of the Village of Seven Mile,
Butler County, Ohio, (the Village) as of and foetyears ended December 31, 2014 and 2013.

Management's Responsibility for the Financial Stabents

Management is responsible for preparing and fgirBsenting these financial statements in accordance
with the financial reporting provisions Ohio Revdséode Section 117.38 and Ohio Administrative Code
Section 117-2-03(D) permit; this responsibility lumbes designing, implementing and maintaining
internal control relevant to preparing and fairlyegenting financial statements free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financtaktements based on our audit. We audited in aaccel
with auditing standards generally accepted in thetdd States of America and the financial audit
standards in the Comptroller General of the Unigtdtes’ Government Auditing Sandards. Those
standards require us to plan and perform the aad#asonably assure the financial statementsreee f
from material misstatement.

An audit requires obtaining evidence about findnsiatement amounts and disclosures. The procedure
selected depend on our judgment, including asspstie risks of material financial statement
misstatement, whether due to fraud or error. Ipessing those risks, we consider internal control
relevant to the Village’s preparation and fair grgstion of the financial statements in order tsigie
audit procedures that are appropriate in the cistantes, but not to the extent needed to opind@n t
effectiveness of the Village's internal control. cadrdingly, we express no opinion. An audit also
includes evaluating the appropriateness of managesnaccounting policies and the reasonableness of
their significant accounting estimates, as well cag evaluation of the overall financial statement
presentation.

We believe the audit evidence we obtained is gefiicand appropriate to support our audit opinion.
Basis for Adverse Opinion on U.S. Generally Accaptsccounting Principle

As described in Note 1 of the financial statemetiis, Village prepared these financial statemenitsgus
the accounting basis permitted by the financiabrépg provisions of Ohio Revised Code Section 3&7.
and Ohio Administrative Code Section 117-2-03(Dijak is an accounting basis other than accounting
principles generally accepted in the United StateSmerica (GAAP), to satisfy these requirements.

Although the effects on the financial statementthefvariances between the regulatory accountisgs ba
and GAAP are not reasonably determinable, we presbey are material.
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Though the Village does not intend these statentent®nform to GAAP, auditing standards generally
accepted in the United States of America requiréousclude an adverse opinion on GAAP. However,
the adverse opinion does not imply the amountsrtegare materially misstated under the accounting
basis Ohio Revised Code Section 117.38 and Ohioiddtrative Code Section 117-2-03(D) permit.
Our opinion on this accounting basis is in Bpinion on Regulatory Basis of Accounting paragraph
below.

Adverse Opinion on U.S. Generally Accepted AccongtPrinciples

In our opinion, because of the significance of thetter discussed in thHgasis for Adverse Opinion on
U.S Generally Accepted Accounting Principles paragraph, the financial statements referred aveldlo
not present fairly, in accordance with accountimmgiples generally accepted in the United States o
America, the financial position of the Village asecember 31, 2014 and 2013, or changes in fia&nci
position or cash flows thereof for the years thedesl.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referredabove present fairly, in all material respechke t
combined cash balances of the Village of Seven,Ngilgler County as of December 31, 2014 and 2013,
and its combined cash receipts and disbursementshéo years then ended in accordance with the
financial reporting provisions Ohio Revised Codet®® 117.38 and Ohio Administrative Code Section
117-2-03(D) permit, described in Note 1.

Other Reporting Required by Government Auditing 8tiards

In accordance witlGovernment Auditing Sandards, we have also issued our report dated August 26,
2015, on our consideration of the Village's intdroantrol over financial reporting and our testsitsf
compliance with certain provisions of laws, regualias, contracts and grant agreements and otheersatt
That report describes the scope of our internatrobresting over financial reporting and complianc
and the results of that testing, and does not opmenternal control over financial reporting or on
compliance. That report is an integral part of aamit performed in accordance witBovernment
Auditing Standards in considering the Village’s internal control ograncial reporting and compliance.

% ﬁc/Zf 9‘?’-/ /*???7’0 /

Cincinnati, Ohio
August 26, 2015



VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTSAND
CHANGESIN FUND BALANCES (CASH BASIS)
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2014

Governmental Fund Types Totals
Special Debt (Memorandum
Genera Revenue Service Only)
Cash Receipts:
Property and Other Local Taxes $ 54,931 $ - $ $ 54,931
Intergovernmental 24,980 47,975 72,955
Charges for Services - 84,351 84,351
Fines, Licenses and Permits 17,536 4,898 22,434
Earnings on Investments 129 130 259
Miscellaneous 2,076 1,784 3,860
Total Cash Receipts 99,652 139,138 238,790
Cash Disbursements:
Current:
Security of Persons and Property 54,697 46,815 101,512
Leisure Time Activities 1,648 - 1,648
Basic Utility Services 679 - 679
Transportation - 16,689 16,689
General Government 93,493 - 93,493
Capital Outlay 1,725 - 1,725
Total Cash Disbursements 152,242 63,504 215,746
Net Change in Fund Cash Balances (52,590) 75,634 23,044
Fund Cash Balances, January 1 100,104 302,567 7,633 410,304
Fund Cash Balances, December 31.:
Restricted - 378,201 7,633 385,834
Assigned 4,421 - 4,421
Unassigned 43,093 - 43,093
Fund Cash Balances, December 31 $ 47514 $ 378201 $ 7,633 $ 433,348

The notes to the financial statements are an integral part of this statement.



VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTSAND
CHANGESIN FUND BALANCES (CASH BASIS)
ALL PROPRIETARY AND FIDUCIARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2014

Proprietary Fiduciary
Fund Types Fund Types Totas
(Memorandum
Enterprise Agency Only)
Operating Cash Receipts:
Chargesfor Services $ 147,885 $ - $ 147,885
Total Operating Cash Receipts 147,885 - 147,885
Operating Cash Disbursements:
Personal Services 13,253 - 13,253
Employee Fringe Benefits 1,982 - 1,982
Contractual Services 86,096 - 86,096
Supplies and Materials 8,574 - 8,574
Total Operating Cash Disbursements 109,905 - 109,905
Operating Income 37,980 - 37,980
Non-Operating Receipts (Disbursements)
Debt Service-Principal (27,795) - (27,795)
Interest and Fiscal Charges (5,882) - (5,882)
Other Non-Operating Receipts - 30,377 30,377
Other Non-Operating Disbursements - (30,377) (30,377)
Total Non-Operating Receipts (Disbursements) (33,677) - (33,677)
Net Change in Fund Cash Balances 4,303 - 4,303
Fund Cash Balances, January 1 85,769 - 85,769
Fund Cash Balances, December 31 $ 90,072 $ - $ 90,072

The notes to the financial statements are an integral part of this statement.



VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTSAND
CHANGESIN FUND BALANCES (CASH BASIS)
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2013

Governmental Fund Types Totals
Special Debt (Memorandum
Genera Revenue Service Only)
Cash Receipts:
Property and Other Local Taxes $ 57,511 $ - $ - $ 57,511
Intergovernmental 29,668 41,679 - 71,347
Charges for Services 10,910 22,989 - 33,899
Fines, Licenses and Permits 37,611 4,324 - 41,935
Earnings on Investments 149 130 - 279
Miscellaneous 6,413 - - 6,413
Total Cash Receipts 142,262 69,122 - 211,384
Cash Disbursements:
Current:
Security of Persons and Property 57,366 167,114 - 224,480
Leisure Time Activities 3,151 - - 3,151
Public Health Services 131 - - 131
Basic Utility Services 444 - - 444
Transportation - 29,302 - 29,302
General Government 80,495 - - 80,495
Total Cash Disbursements 141,587 196,416 - 338,003
Net Change in Fund Cash Balances 675 (127,294) - (126,619)
Fund Cash Balances, January 1 99,429 429,861 7,633 536,923
Fund Cash Balances, December 31:
Restricted - 302,567 7,633 310,200
Assigned 1,386 - - 1,386
Unassigned 98,718 - - 98,718
Fund Cash Balances, December 31 $ 100,104 $ 302,567 $ 7,633 $ 410,304

The notesto the financial statements are an integral part of this statement.




VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTSAND
CHANGESIN FUND BALANCES (CASH BASIS)
ALL PROPRIETARY AND FIDUCIARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2013

Proprietary Fiduciary
Fund Types Fund Types Totas
(Memorandum
Enterprise Agency Only)
Operating Cash Receipts:
Chargesfor Services $ 142,952 $ - $ 142,952
Total Operating Cash Receipts 142,952 - 142,952
Operating Cash Disbursements:
Personal Services 13,000 - 13,000
Employee Fringe Benefits 1,698 - 1,698
Contractual Services 68,564 - 68,564
Supplies and Materials 6,202 - 6,202
Total Operating Cash Disbursements 89,464 - 89,464
Operating Income 53,488 - 53,488
Non-Operating Receipts (Disbursements)
Debt Service-Principal (26,952) - (26,952)
Interest and Fiscal Charges (6,725) - (6,725)
Other Non-Operating Receipts - 49,337 49,337
Other Non-Operating Disbursements - (49,337) (49,337)
Total Non-Operating Receipts (Disbursements) (33,677) - (33,677)
Net Change in Fund Cash Balances 19,811 - 19,811
Fund Cash Balances, January 1 65,958 - 65,958
Fund Cash Balances, December 31 $ 85,769 $ - $ 85,769

The notes to the financial statements are an integral part of this statement.



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

B.

C.

D.

Description of the Entity

The constitution and laws of the State of Ohiold&th the rights and privileges of the Village
of Seven Mile, Butler County, (the Village) as alpa@orporate and politic. A publicly-elected
six-member Council directs the Village. The Vikagrovides water utilities, fire and
ambulance services, and police services.

The Village participates in the Public Entities PobOhio (PEP). PEP is a risk-sharing pool
available to Ohio local governments, which provigesperty and casualty coverage for its
members. Note 7 to the financial statements pesvatiditional information for this entity.

The Village’s management believes these finanda&kments present all activities for which
the Village is financially accountable.

Accounting Basis

These financial statements follow the accountingido@ermitted by the financial reporting
provisions of Ohio Revised Code Section 117.38 @htb Administrative Code Section 117-
2-03(D). This basis is similar to the cash recegtd disbursements accounting basis. The
Village recognizes receipts when received in aasher than when earned, and recognizes
disbursements when paid rather than when a ligh#itincurred. Budgetary presentations
report budgetary expenditures when a commitmemhasle (i.e., when an encumbrance is
approved).

These statements include adequate disclosure dadrialamatters, as the financial reporting
provisions of Ohio Revised Code Section 117.38 @htb Administrative Code Section 117-
2-03(D) permit.

Deposits and Investments

The Village maintains an interest bearing checlkkiogount and has no investments.

Fund Accounting

The Village uses fund accounting to segregate aashinvestments that are restricted as to
use. The Village classifies its funds into thddwaing types:

1. General Fund

The General Fund accounts for and reports all Graamesources not accounted for and
reported in another fund.



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

Special Revenue Funds

These funds account for and report the proceedspetific revenue sources that are
restricted or committed to expenditure for spedifpurposes other than debt service or
capital projects. The Village had the followingrsficant Special Revenue Funds:

Street Construction, Maintenance and Repair Fuiittis fund receives gasoline
tax and motor vehicle tax money for constructingintaining, and repairing
Village streets.

Life Squad Fund This fund receives charges for services for fliog life squad
services for the safety of the Village.

Enterprise Funds

This fund accounts for operations that are sintibaprivate business enterprises where
management intends to recover the significant co$tgroviding certain goods or
services through user charges. The Village hadolleving Enterprise Fund:

Water Fund This fund receives charges for services frondesgs to cover water
service costs

Fiduciary Funds

Fiduciary Funds include agency funds, which areelpucustodial in nature and used to
hold resources for individuals, organizations oheot governments. The Village
disburses these funds as directed by the individuglanization or other government.
The Village’s agency fund accounts for the Villagg®ayor’s Court activity.

E. Budgetary Process

The Ohio Revised Code requires that each fund péxoertain agency funds) be budgeted
annually.

1.

Appropriations

Budgetary expenditures (that is, disbursements emcumbrances) may not exceed
appropriations at the fund, function or object lesfecontrol and appropriations may not
exceed estimated resources. The Village Councétrannually approve appropriation
measures and subsequent amendments. Unencumpgpregréations lapse at year end.

Estimated Resources
Estimated resources include estimates of cash teedmived (budgeted receipts) plus

unencumbered cash as of January 1. The CountyeBu@gmmission must approve
estimated resources.



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

Encumbrances
The Ohio Revised Code requires the Village to rmeséencumber) appropriations when

individual commitments are made. Encumbrancestandag at year end are carried
over, and need not be reappropriated.

A summary of 2014 and 2013 budgetary activity appaaNote 3.

Fund Balance

Fund balance is divided into five classificatiorsséd primarily on the extent to which the
Village must observe constraints imposed upon @ af its governmental-fund resources.
The classifications are as follows:

1.

Nonspendable

The Village classifies assets @sspendable when legally or contractually required to
maintain the amounts intact.

Restricted

Fund balance isestricted when constraints placed on the use of resourcesitiner
externally imposed by creditors (such as throudit devenants), grantors, contributors,
or laws or regulations of other governments; amiposed by law through constitutional
provisions.

Committed

Council cancommit amounts via formal action (resolution). The \WWkamust adhere to

these commitments unless the Council amends tlodutes. Committed fund balance

also incorporates contractual obligations to thiemixthat existing resources in the fund
have been specifically committed to satisfy coritrakrequirements.

Assigned

Assigned fund balances are intended for specifipgres but do not meet the criteria to
be classified asestricted or committed. Governmental funds other than the general fund
report all fund balances assigned unless they are restricted or committed. In the
general fundassigned amounts represent intended uses established ag¥iCouncil or

a Village official delegated that authority by rkgimn, or by State Statute.

Unassigned
Unassigned fund balance is the residual clasdgiicdbr the general fund and includes

amounts not included in the other classifications other governmental funds, the
unassigned classification is used only to repaieficit balance.



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

The Village applies restricted resources first wieependitures are incurred for purposes for
which either restricted or unrestricted (committedsigned, and unassigned) amounts are
available. Similarly, within unrestricted fund bate, committed amounts are reduced first
followed by assigned, and then unassigned amoutisnwexpenditures are incurred for
purposes for which amounts in any of the unrestidund balance classifications could be
used.

G. Property, Plant, and Equipment

The Village records disbursements for acquisitiohgroperty, plant, and equipment when
paid. The accompanying financial statements doemmirt these items as assets.

EQUITY IN POOLED DEPOSITS

The Village maintains a deposit pool all funds u3ée Ohio Revised Code prescribes allowable
deposits. The carrying amount of deposits at Déegrl was as follows:

2014 2013
Demand deposits $ 523,420 $ 496,073

Deposits: Deposits are insured by the Federal Depositayramce Corporation and collateralized
by the financial institution’s public entity depbpbol.

BUDGETARY ACTIVITY

Budgetary activity for the years ending December2B14 and 2013 follows:

2014 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 125708 $ 99,652 $ (26,056)
Special Revenue 53,162 139,138 85,976
Enterprise 150,947 147,885 (3,062)
Total $ 329,817 $ 386,675 $ 56,858

2014 Budgeted vs. Actual Budgetary Basis Expenelitur
Appropriation  Budgetary

Fund Type Authority ~ Expenditures Variance
General $ 210,248 $ 156,663 $ 53,585
Special Revenue 353,728 64,112 289,616
Debt Services 7,633 - 7,633
Enterprise 236,616 148,642 87,974
Total $ 808225 $ 369,417 $ 438,808

10



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Continued)
2013 Budgeted vs. Actual Receipts
Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 105852 $ 142,262 $ 36,410
Special Revenue 54,953 69,122 14,169
Enterprise 124,635 142,952 18,317
Total $ 285440 $ 354,336 $ 68,896

2013 Budgeted vs. Actual Budgetary Basis Expenefstur
Appropriation  Budgetary

Fund Type Authority ~ Expenditures  Variance
General $ 205281 $ 142973 $ 62,308
Special Revenue 484,814 205,365 279,449
Debt Service 7,633 - 7,633
Enterprise 190,593 131,127 59,466
Total $ 888,321 $ 479465 $ 408,856

Contrary to ORC 5705.41(D), the Village had inveickated prior to certification.

PROPERTY TAX

Real property taxes become a lien on January egieg the October 1 date for which the Council

adopted tax rates. The State Board of Tax Equaizadjusts these rates for inflation. Property

taxes are also reduced for applicable homesteadadibdck deductions. The financial statements
include homestead and rollback amounts the State @& Intergovernmental Receipts. Payments
are due to the County by December 31. If the ptgpmvner elects to pay semiannually, the first

half is due December 31. The second half paynsetie the following June 20.

Public utilities are also taxed on personal antipeaperty located within the Village.

The County is responsible for assessing propertg, far billing, collecting, and distributing all
property taxes on behalf of the Village.

DEBT

Debt outstanding at December 31, 2014 was as fellow

Principal Interest Rate
OWDA Loan #2870 $ 94,772  2.20%

OWDA Loan #3056 45,854  6.24%
OWDA Loan #2871 12,318  2.00%
Total $ 152,944

11



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

The Ohio Water Development Authority (OWDA) loanslate to a water and sewer plant
expansion project the Ohio Environmental ProtecAgency mandated. The Village received the
proceeds from three separate loans from OWDA oR &30, $136,929, and $48,483 to improve
the Village’s existing water treatment plant. Téésans are to be repaid over a period of twenty-
five years with final payments scheduled for 20B3incipal and interest are repaid semi-annually.
The loans are collateralized by revenue from reggdeovering the cost of providing water utilities.
The Village has agreed to set utility rates sufintito cover OWDA debt service requirements.

Amortization of the above debt, including interéstscheduled as follows:

Year ending OWDA OWDA OWDA
December 31: #2870 #3056 #2871 Total
2015 $ 20,105 $ 10,957 $ 2,615 $ 33,677
2016 20,105 10,957 2,615 33,677
2017 20,105 10,957 2,615 33,677
2018 20,105 10,956 2,615 33,676
2019 20,105 10,956 2,615 33,676
Total $ 100,525 $ 54,783 $ 13,075 $ 168,383

RETIREMENT SYSTEMS

The Village's employees belong to the Ohio Publimpioyees Retirement System (OPERS).
OPERS is a cost-sharing, multiple-employer plaie Dhio Revised Code prescribes this plans’
benefits, which include postretirement healthcae: survivor and disability benefits.

The Ohio Revised Code also prescribes contributdes. For 2014 and 2013, OPERS members
contributed 10% of their gross salaries and théay# contributed an amount equaling 14% of

participants’ gross salaries. The Village has m@dlidtontributions required through December 31,

2014.

RISK MANAGEMENT
The Village is exposed to various risks of propay casualty losses, and injuries to employees.

The Village insures against injuries to employebsough the Ohio Bureau of Worker's
Compensation.

The Village belongs to the Public Entities Poold#fio (PEP), a risk-sharing pool available to Ohio
local governments. PEP provides property and dgscaverage for its members. American Risk
Pooling Consultants, Inc. (ARPCO), a division ofrikdnsurance Services Group, Inc. (York),
functions as the administrator of PEP and provideserwriting, claims, loss control, risk
management, and reinsurance services for PEP. iP&Pnember of the American Public Entity
Excess Pool (APEEP), which is also administeredABffCO. Member governments pay annual
contributions to fund PEP. PEP pays judgmentdlesatnts and other expenses resulting from
covered claims that exceed the members’ deductibles

12



VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

Casualty and Property Coverage

APEEP provides PEP with an excess risk-sharingrarmog Under this arrangement, PEP retains
insured risks up to an amount specified in the remté. At December 31, 2014, PEP retained
$350,000 for casualty claims and $100,000 for prigpeaims.

The aforementioned casualty and property reinsgragceement does not discharge PEP’s primary
liability for claims payments on covered losses.laiifis exceeding coverage limits are the
obligation of the respective government.

Financial Position

PEP’s financial statements (audited by other ademug) conform with generally accepted
accounting principles, and reported the followisgeds, liabilities and net position at December 31,
2013 and 2014:

2013 2014
Assets $34,411,883 $35,402,177
Liabilities (12,760,194) (12,363,257)
Net Position $21,651,689 $23,038,920

At December 31, 2013 and 2014, respectively, thbilities above include approximately 11.6
million and $11.1 million of estimated incurred ioks payable. The assets above also include
approximately $11.1 million and $10.8 million of pmd claims to be billed. The Pool's
membership increased from 475 members in 2013&a8nbers in 2014. These amounts will be
included in future contributions from members whies related claims are due for payment. As of
December 31, 2014, the Village’'s share of theseauhpglaims collectible in future years is
approximately $13,000.

Based on discussions with PEP, the expected r&BscRarges to compute member contributions,
which are used to pay claims as they become deenatrexpected to change significantly from
those used to determine the historical contribgtidetailed below. By contract, the annual liagilit
of each member is limited to the amount of finahc@ntributions required to be made to PEP for
each year of membership.

Contributions to PEP
2013 2014
$19,367 $19,258

After one year of membership, a member may withdoavthe anniversary of the date of joining
PEP, if the member notifies PEP in writing 60 dpyier to the anniversary date. Upon withdrawal,
members are eligible for a full or partial refurfctieeir capital contributions, minus the subsequent
year’'s contribution. Withdrawing members have tloeofuture obligation to PEP. Also upon
withdrawal, payments for all casualty claims araiml expenses become the sole responsibility of
the withdrawing member, regardless of whether anclaccurred or was reported prior to the
withdrawal.
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VILLAGE OF SEVEN MILE
BUTLER COUNTY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Continued)

CONTINGENT LIABILITIES

Amounts grantor agencies pay to the Village argestitio audit and adjustment by the grantor.
The grantor may require refunding any disallowest£o Management cannot presently determine
amounts grantors may disallow. However, basedr@r pxperience, management believes any

refunds would be immaterial.
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Bastin & Company, LLC

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OV ER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MAT TERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Village of Seven Mile
Butler County

201 High Street

Seven Mile, Ohio 45062

To the Village Council:

We have audited in accordance with auditing stadsdgenerally accepted in the United States and the
Comptroller General of the United Stat@svernment Auditing Sandards, the financial statements of the
Village of Seven Mile, Butler County, Ohio, (theldpe) as of and for the years ended December 31,
2014 and 2013, and the related notes to the finhstatements and have issued our report therged da
August 26, 2015 wherein we noted the Village fokalnfinancial reporting provisions Ohio Revised
Code Section 117.38 and Ohio Administrative Coddi&e 117-2-03(D) permit.

Internal Controls Over Financial Reporting

As part of our financial statement audit, we coesid the Village's internal control over financial
reporting (internal control) to determine the auglibcedures appropriate in the circumstances to the
extent necessary to support our opinions on then@iml statements, but not to the extent necedsary
opine on the effectiveness of the Village’s intéicantrol. Accordingly, we have not opined on it.

Our consideration of internal control was for timaited purpose described in the preceding paragraph
and was not designed to identify all deficienciesniernal control that might be material weaknesse
significant deficiencies. Therefore, unidentifiethterial weaknesses or significant deficiencies may
exist. However, as described in the accompanyihgdule of findings we identified a certain defiaig

in internal control over financial reporting, thve¢ consider a material weakness.

A deficiency in internal control exists when the design or operation of a contratsdoot allow
management or employees, when performing theigiasdi functions, to prevent, or detect and timely
correct misstatements. Aaterial weakness is a deficiency, or a combination of internal cohtr
deficiencies resulting in a reasonable possibiligt internal control will not prevent or detectlaimely
correct a material misstatement of the Villageisaficial statements. Aignificant deficiency is a
deficiency, or a combination of deficiencies, irtemmal control that is less severe than a material
weakness, yet important enough to merit attentipnthose charged with governance. We consider
finding 2014-01 described in the accompanying soleedf findings to be a material weakness.
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Compliance and Other Matters

As part of reasonably assuring whether the Villagéhancial statements are free of material
misstatement, we tested its compliance with cenqpaiivisions of laws, regulations, contracts, anahgr
agreements, noncompliance with which could direatlg materially affect the determination of finaci
statement amounts. However, opining on compliamtie those provisions was not an objective of our
audit and accordingly, we do not express an opinidhe results of our tests disclosed an instaffice o
noncompliance or other matters we must report uGdgernment Auditing Standards which is described

in the accompanying schedule of findings as ite@i1202.

We also noted certain matters not requiring inclusin this report that we reported to the Village’s
management in a separate letter dated August 26, 20

Purpose of this Report
This report only describes the scope of our intecoatrol and compliance testing and our testirsyhts,
and does not opine on the effectiveness of theylls internal control or on compliance. This rej®

an integral part of an audit performed un@ewernment Auditing Sandards in considering the Village’'s
internal control and compliance. Accordingly, tbh@nmmunication is not suitable for any other pugos

m A [: asy , 0{ )t &
%ﬁcﬁ & Wy? /

Cincinnati, Ohio
August 26, 2015
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VILLAGE OF SEVEN MILE
BUTLER COUNTY, OHIO
SCHEDULE OF FINDINGS

DECEMBER 31, 2014 AND 2013

FINDING NUMBER 2014-01

Material Weakness - Financial Reporting

We identified misstatements in the financial staeta that were not initially identified by the \dtie’s
internal control. Audit adjustments were necessargorrect errors in the Village’'s accounting syst
which provided information for the creation of theancial statements. In summary, the adjustments
made are as follows:

Audit adjustments from prior audit periods wereoreled in the Village's accounting records as
adjustments to January 1, 2014 cash balances iregjanjustments to properly report fund cash
balances as of January 1, 2013 in various funds.

During 2014, the Village Council passed a resofutio authorize the transfer of the $7,633
balance in the Life Squad Bond Fund, a debt serype fund, to the General Fund. This
transfer was recorded as an adjustment to the lmgeaish balances for 2014. In accordance with
Ohio Law, this transfer requires the approval @f tburt of common pleas of the county in which
such division is located. Such approval was naaiokd. As a result, audit adjustments were
required to eliminate the recorded adjustment ginméng cash balances and return the funds to
the Life Squad Bond Fund.

For 2013 and 2014, the Village did not update imi@tion in the accounting system regarding
budgeted receipts and budgeted expenditures whendments to the certificate of estimated
resources or to appropriation ordinances were madea result, recorded budgetary data did not
reflect the official budgeted data for either yeadjustments to budgeted data included in the
footnotes to the financial statements were requigatoperly state budgeted data.

The presentation of materially correct financiatsments and the related footnotes is the respbiysib
of management. We recommend that the Village impl& control procedures that enable management
to identify, prevent, detect and correct potemigstatements in the financial statements and tbesn

Village's Response

No officials responded to this finding.
FINDING NUMBER 2014-02

Noncompliance - Certification of Fund Availability

Ohio Rev. Code 8§ 5705.41(D) requires that no susidiv or taxing unit shall make any contract oregiv
any order involving the expenditure of money unlgsre is attached thereto a certificate of theafis
officer of the subdivision that the amount requitedneet the obligation has been lawfully apprdapda
for such purpose and is in the treasury or in tloegss of collection to the credit of an appropriand
free from any previous encumbrances. This ceatiéicneed be signed only by the subdivision’s fiscal
officer. Every contract made without such a cediie shall be void, and no warrant shall be issoed
payment of any amount due thereon.

There are several exceptions to the standard egemt stated above that a fiscal officer's cesdtfic
must be obtained prior to a subdivision or taxintharity entering into a contract or order involyithe
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expenditure of money. The main exceptions aresrftnd now” certificates, blanket certificates, and
super blanket certificates, which are provided for sections 5705.41(D)(1) and 5705.41(D)(3),
respectively, of the Ohio Revised Code.

1. “Then and Now” certificate K the fiscal officer can certify that both at thime that the contract or
order was made (“then”), and at the time that ibeaf officer is completing the certification (“n&w
that sufficient funds were available or in the @m®& of collection, to the credit of a proper fund,
properly appropriated and free from any previousuembrance, the Village can authorize the drawing
of a warrant for the payment of the amount duee Village has thirty days from the receipt of the
“then and now” certificate to approve payment bgimance or resolution. Amounts of less than
$3,000 may be paid by the fiscal officer withoutesolution or ordinance upon completion of the
“then and now” certificate, provided that the exgiéure is otherwise lawful. This does not elimmat
any otherwise applicable requirement for approvaxpenditures by the Village.

2. Blanket Certificate Fiscal officers may prepare “blanket” certificafes a certain sum of money not
in excess of an amount established by resoluti@mradinance adopted by a majority of the members of
the legislative authority against any specific litem account over a period not running beyond the
end of the current fiscal year. The blanket degtes may, but need not, be limited to a specific
vendor. Only one blanket certificate may be ouditag at one particular time for any one particular
line item appropriation.

3. Super Blanket Certificate - The Village may afeake expenditures and contracts for any amount
from a specific line-item appropriation accountanspecified fund upon certification of the fiscal
officer for most professional services, fuel, dibod items, and any other specific recurring and
reasonably predictable operating expense. Thiffication is not to extend beyond the current year
More than one super blanket certificate may betanting at a particular time for any line item
appropriation.

During fiscal years 2014 and 2013, approximately&fent of purchase orders tested were not psoper|
certified prior to incurring the obligation. Theahsactions had no evidence of the above mentioned
exceptions. Failure to properly certify the availiay of funds and encumber appropriations camlités
overspending of funds and negative cash balandedess the Village uses the exceptions noted above,
prior certification is not only required by statuiat also is a key control in the disbursement gsedo
assure that purchase commitments receive prioosgpr

To improve controls over disbursements and to heluce the possibility of the Village's funds
exceeding budgetary spending limitations, we recenarthat the fiscal officer certify that funds are
will be available prior to obligation by the Villag When prior certification is not possible, “thend
now” certification should be used.

We recommend Village officials and employees obtaFiscal Officer’s certification of the availtityi

of funds prior to the commitment being incurredheTmost convenient certification method is to use
purchase orders that include the certification leag 5705.41(D) requires to authorize disbursements
The Fiscal Officer should sign the certificationthé time the Village incurs a commitment, and only
when the requirements of 5705.41(D) are satisfigtie Fiscal Officer should post approved purchase
orders to the proper appropriation code to redneeatailable appropriation. In the event that ‘iThed
Now” certificates are used when the expenditurecesds $3,000 these certificates would need to be
approved via a resolution by Council.

Village's Response

No officials responded to this finding.
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VILLAGE OF SEVE

N MILE

BUTLER COUNTY
SCHEDULE OF PRIOR AUDIT FINDINGS
DECEMBER 31, 2014 AND 2013

Not Corrected, Partially
Corrected; Significantly
Different Corrective Action

Finding Fully Taken; or Finding No Longer
Number Finding Summary Corrected? | Valid; Explain
2012-001 | ORC 733.28 — Internal controls over No Restated as finding 2014-01.
financial reporting — audit adjustments.
2012-002 | ORC 5705.39 — Total appropriations shall Yes Condition not applicable for
not exceed estimated resources. current audit period.
2012-003 | ORC 5705.41 (D)(1) — Failure to certify No Restated as finding 2014-02.
the availability of funds.
2012-004 | ORC 5705.42 — Failure to properly record No Restated as part of finding

appropriations.

2014-01.
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Dave Yost - Auditor of State

VILLAGE OF SEVEN MILE
BUTLER COUNTY
CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

Lsan Puabbtt

CLERK OF THE BUREAU

CERTIFIED
DECEMBER 15, 2015

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
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