Newkirk & Associates, Inc.

Certificd Public Accountants

The Honorable President, Members of the Board of Trustees, and Village Treasurer
Village of Creston, Illinois

110 N. Main Street

PO Box 36

Creston, IL. 60113

In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, and each major fund, of the Village as of and for the year ended April 30,
2020, in accordance with the modified cash basis of accounting, we considered the Village of
Creston'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 Village's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Village'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 and on the following
pages, we identified certain deficiencies in Internal control that we consider to be material
waaknesses,

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 reasonabie
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected, on a timely basis. We consider the deficiencies in internal control listed
on the next page to be material weaknesses,

This information is intended solely for the use of the Board of Trustees and management of the
Village of Creston and is not intended to be and should not be used by anyone other than these
specified parties,

Newkirk & Associates, inc.
Plano, lllincis
September 30, 2020

2 W. Main Street, Plano, IL 60545 s newkirkepas.com « (630) 552-1040 « Fax (630) 552-7399
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MATERIAL WEAKNESSES
We consider the following deficiencies to be material weaknesses in internal control;

1. Segregation of Duties

With a limited number of staff at the Village, proper segregation of duties is difficult to
accomplish. A fundamental element of internal control is the segregation of certain key
duties. In general, the principal incompatible duties to be segregated include:

- Custody of assets, in particular cash

- Authorization or approval of related transaction affecting those assets
- Recording or reporting of related transactions

- Execution of the transaction or transaction activity

An essential feature of segregation of duties within an organization is that no one employee
has exclusive controf over any transaction or group of transactions. We noted specific lack of
segregation of duties listed below. This list would not be considered to be ail inclusive as we
did not perform a review of all contro) structures throughout the Village.

In regard to cash receipts, the Village Treasurer control the processes of creating water bills,
collecting payments, recording deposits, taking deposits to the bank, and reconciling the bank
account,

In regard to cash disbursements (including payroll) the Village Treasurer has access to check
stock, records al! transactions, and reconciles bank accounts. Bank account reconciliations
are nof reviewed.

A lack of segregation of duties results in a reasonable possibility that a material misstatement
of the Village's financial statements will not be prevented, or detected and corrected on a
timely basis.

With limited staff it is important that the board and other officials remain diligent in their
monitoring of financial transactions. A detailed review of financial reports, budget vs. actual
results, bank reconciliations, water billing adjustments, and water billing collections greatly
enhances internal controls. These reviews should be performed by someone other than the
employee responsible for executing and recording the transactions, In all cases, we
recommend the Village reassign duties or increase approval processes in order to more fully
segregate confiicting duties.

2. Preparation of Financial Statements

The Village Board of Trustees and management share the ultimate responsibility for the
Village's internal control system, While it is acceptable to outsource various accounting
functions, the responsibility for internal control cannot be outsourced.

The Village engages us to assist in preparing its financial statements and accompanying
disclosures, However, as independent auditors, we cannot be considered part of the
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N Newkirk & Associates, Inc.

Certified Public Avcountants

INDEPENDENT AUDITOR'S REPORT

To the Honorable Village President and Board of Trustees
Village of Creston
Creston, lllinois

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund of the Village of Creston, llinois, as of and for the
year ended April 30, 2020, and the related notes to the financial statements, which coilectively
comprise the Village's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the modified cash basis of accounting described in Note 1; this includes 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.

Opinions

in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, and
each major fund of the Village of Creston, lllinois, as of April 30, 2020, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with the basis of accounting as described in Note 1.

2 W. Main Street, Plano, [L 60545 » newkirkcpas.com « (630) 552-1040 « Fax (630) 552-7399
1
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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 that matter,

QOther Matters
Other Information

Qur audit was conducted for the purpose of forming opinions on the financlal statements that
collectively comprise the Village of Creston, lllinols’ basic financial statements. The individual
fund financial statements are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The individual fund financial statements — budget vs. actual are the responsibilify of management
and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements, Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the individual fund
financial statements — budget vs. actual are fairly stated, in all material respects, in relation o the
basic financial statements as a whale.

Povebok + Qynoeistl, -
Plano, llinols
September 30, 2020
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;’“ VILLAGE OF CRESTON, [LLINOIS
§
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
[
{
: April 30, 2020
m
N
™ Primary Government
[ Governmental Business-Type
Activities Activities Total
b ASSETS
- Cash and investments 3 1,277,234 § 503,856 3 1,781,090
Capital assets heing depreciated (net of
l accumulated depreciation) 206,815 1,074,323 1,281,138
=
1
§ Total assets 5 1,484,049 § 1,578,179 % 3,062,228
B LIABILITIES
Payroll liabilities 1,006 292 1,268
- Other payables 58,750 7,925 66,675
| Total liabilities 59,756 8,217 67,973
NET POSITION
Net investment in capital assets 206,815 1,074,323 1,281,138
M Restricted for
Highways and streets 89,813 - 89,813
— Unrestricted 1,127 665 495,639 1,623,304
Total net position 1,424,293 1,569,962 2,984 255
-
[ TOTAL LIABILITIES AND NET POSITION $ 1,484,049 § 1,578,179 § 3,062,228

See accompanying notes to financial statements
8-




VILLAGE OF CRESTON, ILLINOIS
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For the Year Ended April 30, 2020

Program Revenues

Operating Capital
FUNCTIONS/PROGRAMS Charges Grants and Grants and
PRIMARY GOVERNMENT Expenses for Services Contributions Contributions
Governmental Activities
General government $ 114,813 § 12,822 % - $ -
Highways and streets 57,927 - - -
Cuiture and recreafion 2,563 - - -
Taotal governmental activilies 175,303 12,822 - -
Business-Type Activities
Utiltiies 327,022 293,912 - -
Total business-type activities 327,022 293,912 - -
TOTAL PRIMARY GOVERNMENT 3 502,325 § 306,734 % - $ -

See accompanying notes to financial statements
-4 -
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Net (Expense) Revenue and Change in Net Assets
31”"‘ Primary Government
: Governmental Business-Type
Activities Activities Total
™ $ (101,991) § - 3 (101,891)
P (57,927) - {67,927)
i (2,563) - (2,563)
{162,481) - {162,481)
- {33,110 {33,110}
""‘E - (33,110 (33,110)
{162,481) (33,110} {195,591)
M General Revenues
P Taxes
C Property taxes 26,340 - 26,340
Replacement tax 878 - 878
™ Sales tax 54,438 - 54,438
;‘ Local use tax 22,843 - 22,843
P Cannabis tax 108 - 108
Telecommunications tax 13,076 - 13,076
Fom Motor fuel tax 23,931 - 23,931
: Income taxes 71,751 - 71,751
: Intergovernmental - - -
Investment income 14,631 949 18,580
- Miscellaneogus 490 - 490
;
{ Total 228,486 848 229,435
Transfers 2,500 (2,500) -
™
! CHANGE IN NET POSITION 68,505 (34,661) 33,844
NET POSITION, MAY 1 1,365,788 1,604,623 2,960,411
-
i
g NET POSITION, APRIL 30 $ 1424293 § 1,569,962 $§ 2,994 255
L
™
|
m

See accompanying notes to financial statements
P -5-
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VILLAGE OF CRESTON, ILLINOIS

STATEMENT OF ASSETS, LIABILITIES, AND FUND BALALNCES
ARISING FROM CASH TRANSACTIONS
GOVERNMENTAL FUNDS

April 30, 2020
Total
Motor Fuel Governmental
General Tax Fund Funds
ASSETS
Cash and investments 3 1,153,252 § 123,982 § 1,277,234
Due from other funds 34,169 - 34,169
TOTAL ASSETS $ 1,187,421 $ 123,082 $ 1,311,403
LIABILITIES
Due to other governments 3 58,750 $ “ $ 58,750
Due to other funds - 34,169 34,169
Payroll liabilities 1,006 - 1,006
TOTAL LIABILITIES $ 59,756 3 34,169 § 93,025
FUND BALANCE
FUND BALANCE
Restricted
Highways and streets - 89,813 89,813
Unrestricted

Unassigned 1,127,665 - 1,127 665
TOTAL FUND BALANCE 1,127 665 89,813 1,217,478
TOTAL LIABILITIES AND FUND BALANCE  § 1,187,421 § 123,982 § 1,311,403

See accompanying notes to financial statements
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VILLAGE OF CRESTON, ILLINOIS
RECONCILIATION OF FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET POSITION -
MODIFIED CASH BASIS

April 30, 2020

FUND BALANCES OF GOVERNMENTAL FUNDS 5 1,217,478

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

Capital assets usad in governmental activities are
not financial resources and, therefore, are not
reported in the governmental funds 206,815

NET POSITION OF GOVERNMENTAL ACTIVITIES 3 1,424,293

See accomparlying notes to financial statements
-7-



VILLAGE OF CRESTON, ILLINCIS
STATEMENT OF REVENUES RECEIVED, EXPENDITURES DISBURSED,
AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS
GOVERNMENTAL FUNDS

For ihe Year Ended April 30, 2020

Total
General Motor Fuel Govemmental
Fund Tax Fund Funds
REVENUES COLLECTED
Property taxes $ 26,340 % - $ 26,340
Replacement tax 878 - 878
Sales tax 54,438 - 54,438
Local use tax 22,8432 - 22,843
Telecommunications tax 13,076 - 13,076
Income {ax 71,751 - 71,751
Cannabis tax 108 - 108
Motor fuel tax - 23,931 23,931
Investment income 13,198 1,433 14,631
License and permits 2,852 - 2,852
Liquor license 3,000 - 3,600
Rental income 6,970 - 6,970
Miscellaneous 480 - 480
Total revenues collected 215,944 25,364 241,308
EXPENDITURES DISBURSED
Current
General govemment 113,429 - 113,429
Highways and sireets 39,215 - 39,215
Culture and recreation 2,563 - 2,563
Total expenditures disbursed 165,207 - 165,207
Excess of revenue over expenditures 60,737 25,364 86,101
OTHER FINANCING SOURCES (USES)
Operating transfers in 2,500 - 2,500
Operaling transfers out - - -
Total other financing sources (uses) 2,500 - 2,500
NET CHANGE IN FUND BALANCES 63,237 25,364 88,601
FUND BALANCES, MAY 1 1,064,428 64,449 1,128,877
FUND BALANCES, APRIL 30 $ 1427665 § 80813 § 1,217.478

See accompanying notes {o financial statements
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VILLAGE OF CRESTON, ILLINOIS

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES RECEIVED, EXPENDITURES DISBURSED, AND CHANGES IN FUND
BALANCES TO THE GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For the Year Ended April 30, 2020

NET CHANGE IN FUND BALANCES -
TOTAL GOVERNMENTAL FUNDS $ 88,601

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

Capital assets acquired in this fiscal year are reported as capital assets
on the statement of net position and expenditures on the statement of
revenues received, expenditures disbursed, and changes in fund balances -

Depreciation on capital assets is reported as an expense in the
statement of activities {20,098}

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 68,508

See accompanying notes to financial statements
-9-



VILLAGE OF CRESTON, ILLINOIS

STATEMENT OF ASSETS, LIABILITIES, AND NET POSITION

MODIFIED CASH BASIS
ENTERPRISE FUND

April 30, 2020

CURRENT ASSETS
Cash and investments

Total current assets

LONG-TERM ASSETS
Depreciable, net of accumulated depreciation

Total long-term assets

Total assels

CURRENT LIABILITIES
Payroll liabilities
Due to developer(s)
Total current liabilities
LONG-TERM LIABILITIES
Total long-term liabilities
Total iabilities
NET POSITION
Net investment in capital assets

Unrestricted

Total net position

TOTAL LIABILITIES AND NET POSITION

See accompanying notes to financial statements
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Utility Fund

$

503,856

503,856

1,074,323

1,074,323

$

1,578,179

292
7,925

8,217

8,217

1,074,323
495,639

1,569,862

$

1,678,179
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VILLAGE OF CRESTON, ILLINOIS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITICN - MODIFIED CASH BASIS
ENTERPRISE FUND

For the Year Ended April 30, 2020

OPERATING REVENUES COLLECTED
User fees
Garbage/Recycling charges
Sewer charges
Administration fee
Capital Improvement fee
Landfill Host fees
Miscellaneous income

Total operating revenues collected

OPERATING EXPENSES
Maintenance
Chemicais and testing supplies
Payroll expenses
Equipment
Office supplies
Utilities
Engineering
Tipping fee
Depreciation
Miscellaneous

Total operating expenses
OPERATING INCOME (LOSS)

NONOPERATING REVNEUES (EXPENSES)
Investment income

Total nonoperating revenues (expenses)
Income (loss) before operating transfers
OTHER FINANCING SOURCES (USES)

Operating transfers in
Operating transfers out

Total other financing sources {uses)
CHANGE IN NET POSITION
NET POSITION, MAY 1

NET POSITION, APRIL 30

See accompanying notes to financial statements
-11 -

Utility Fund

$ 96,190
38,693

40,526

6,128

26,619

42,013

43,745

293,912

70,895
12,566
23,515
4,153
1,530
115,827
20,216
18,000
60,320

327,022

(33,110

949

949

(32,161)

{2,500)

(2,500)

{34,661)
1,604,623

$ 1,569,962




VILLAGE OF CRESTON, ILLINOIS

STATEMENT OF CASH FLOWS
WATER FUND

For the Year Ended April 30, 2020

CASH FLOWS FROM QOPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to employees

Net cash from operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers out to other funds
Transfers in from other funds

Net cash from noncapital
financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets

Net cash from capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Net cash from investing activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, MAY 1

CASH AND CASH EQUIVALENTS, APRIL 30

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH FLOWS FROM OPERATING
ACTIVITIES

Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash from operating activities
Depreciation

NET CASH FROM OPERATING ACTIVITIES

See accompanying notes to financial statements
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Utility Fund

$ 293,912
(243,187)
(23,515)

27,210

(2,50;3)

{2,500}

(22,371)

(22,371)

949

949

3,288

500,568

$ 503,856

$ (33,110)

60,320

3 27,210

=
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VILLAGE OF CRESTON, ILLINGIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Village of Creston, lllinois (the Village) have been prepared in
conformity with accounting principles generally accepted in the United States of America, as
applied to governmental units (hereinafter referred to as GAAP), except as described in Note 1(d).
The Governmental Accounting Standards Board (GASB}) is the accepted standard-setting bady for
establishing governmental accounting and financial reporting principles. The following is a
summary of the other significant accounting policies:

a, Reporting Entity

The Village is a municipal corporation governed by an elected president and a six-member
board of trustees. As required by generally accepted accounting principles, these financial
statements present the Village (the primary government) and its component units,

Based on the criteria of GASB Statement No 61, The Financial Reporting Entity: Omnibus —
an amendment of GASB Statements No. 14 and No. 34, there are no component units for
which the Village is considered to be financially accountable for,

b. Fund Accounting

The Village uses funds to report on its financial position — modified cash basis and changes
in its financial position ~ modified cash basis. 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 a government’s general activities,
including the collection and disbursement of restricted or committed monies (special revenue
funds), the funds committed, restricted or assigned for the acquisition or construction of
capital assets (capital projects funds), the funds committed, restricted or assigned for the
servicing of long-term debt (debt service funds) and the management of funds held in trust
where the interest earnings can be used for governmental services (permanent fund). 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).

-13.



VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position — modified cash
basis and the statement of activities — modified cash basis) report information on all of the
nonfiduciary activities of the Village. 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 {0
a significant extent on fees and charges for support.

The statement of activities — modified cash basis 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) 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.

Separate financial statements are provided for governmental funds and proprietary funds. Maijor
individual governmental funds and major individual proprietary funds are reported as separate
columns in the fund financiat statements.

The Village reports the following major govermnmental funds:

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

The Motor Fuel Tax Fund is used to account for revenues derived from a motor fuel
taxes and expenditures for highway and street construction and maintenance.

The Village reports the following major proprietary funds:

The Utility Fund accounts for the provision of water, sewer, and garbage services to the
residents and businesses of the Village financed by user fees.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements and the enterprise fund are reported using the
current financial resources measurement focus and the modified cash basis of accounting,
which is a comprehensive basis of accounting other than GAAP. Revenues are recorded at
the time of receipt by the Village. Expenses are recorded when the funds are disbursed.
Accordingly, the financial statements are not intended to present financial position and
changes in financial position in conformity with GAAP. Operating revenues
collected/expenditures paid include all revenues/ expenditures directly related to providing
enterprise fund services. incidental revenuesfexpenditures are reported as nonoperating.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the cash basis of accounting. Revenues are recorded at the time of
receipt by the Village. Expenditures are recorded when the funds are disbursed. Accordingly,
the financial statements are not intended to present financial position and results of
operations in conformity with GAAP.

-14 -
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VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e,

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets {e.9., roads,
bridges, storm water), are reported in the applicable governmental activities columns in the
government-wide financial statements. Capital assets are defined by the Village as assets with
an initial, individual cost of more than $1,000 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 of the
asset or materially extend asset lives are not capitalized.

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

Assets Years
Equipment 7
Vehicles 5-7
Other improvements 10-15
Buildings 40
Road improvements 10
Infrastructure 40

Long-term Liabilities

Long-term liabilities are reported in the government-wide financial statements as liabilities,
The governmental fund financial statements do not report long-term liabilities because they
do not require the use of current financial resources. There were no long-term liabilities
recognized for governmental activities at April 30, 2020.

Fund Balance/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
resfrictions from outside parties for use for a specific purpose, or externally imposed by
outside entities. None of the restricted fund balance result from enabling legislation adopted
by the Village. Committed fund balance is constrained by formal actions of the Village's
Board, which is considered the Village’s highest level of decision-making authority. Formal
actions include resolutions and ordinances approved by the Board. Assigned fund balance
represents amounts consfrained by the Village's intent to use them for a specific purpose.
The authority to assign fund balance remains with the Board. Any residual fund balance is
reported as unassigned.

The Village's flow of funds assumption prescribes that the funds with the highest level of
constraint are expended first. If restricted or unrestricted funds are availabie for spending,
the restricted funds are spent first. Additionally, if different levels of unrestricted funds are
available for spending the Viilage considers committed funds to be expended first followed
by assigned and then unassigned funds,

The Village has not established fund balance reserve policies far their governmental funds.

-15-



VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

g.

Fund Balance/Net Position (continued)

In the government-wide financial statements, restricted net position is legally restricted by
outside parties for a specific purpose. None of the Village's net position is restricted as a result
of enabling legislation adopted by the Village.

Property Taxes

The Village’s property tax is levied each year, on all taxable real property located in the
Village, on or before the second Tuesday in December. Property taxes attach as an
enforceable lien on property as of the January 1 prior to levy passage. Property taxes are
payable in two installments in early June and September of the year following passage of the
levy. The Viliage receives significant distributions of tax receipts approximately one month
after these due dates. The Village also receives one-half the road and bridge taxes, which
townships levy.

The Property Tax Extension Limitation Law imposes mandatory property tax limitations on
the ability of taxing districts in lllincis to raise revenues through unlimited property tax
increases. The increase in property tax exiensions is limited fo the lesser of 5% or the
percentage increase in the Consumer Price Index for all Urban Consumers. The amount of
the limitation may be adjusted for new property added ar annexed to the fax base or due to
voter approved increases.

Cash and Investments

For the purpose of reporting cash and cash equivalents, the Village considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents.
The Village considers certificates of deposit with a maturity of more than three months when
purchased to be investments.

INTERFUND BALANCES AND TRANSFERS

There is an amount due from the Motor Fuel Tax Fund to the General Fund for unreimbursed
expenditures in the amount of $34,169 that was paid out of the wrong account. This will be repaid
within one year.

There was a transfer from the General Fund to the Utility Fund in the amount of $2,500. This
transfer was a routine transfer amongst funds and will not be repaid.

LEGAL DEBT MARGIN

The Village's aggregate indebtedness is subject to a statutory limitation of 8.625% of its equalized

assessed value at December 31, 2019. At April 30, 2020, the maximum allowed indebtedness of

the Village is $704,848 based on an assessed valuation of $8,172,155. At April 30, 2020, the

remaining legal debt margin of the Village was $704,848.

-16 -
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VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

4.

PROPERTY TAX CALENDAR

The following information gives significant dates on the property tax calendar of the Village:

. Property tax lien date is January 1

. Property taxes are due to the County Collector in two installments, June 1 and September 1
. The annual tax levy ordinance for 2018 was passed on December 4, 2018

» Significant amounts of property taxes for 2018 were distributed to the Village during June,

July, September, October, and November 2019
. The annual tax levy ordinance for 2019 was passed on December 3, 2019

. Significant amounts of property taxes for 2019 will be distributed to the Village during June,
July, September, October, and November 2020

CASH AND INVESTMENTS

The Village may invest in all investments allowed by lllinois Compiled Statutes. These include
deposits/investments insured by the Federal Deposit Insurance Corporation (FDIC), obligations or
securities guaranteed by the United States of America, direct obligations of any bank as defined by
the lllinois Banking Act, certain maoney market mutual funds, and the lllinois Funds {a money
market fund created by the State legislature under the control of the State Treasurer that maintains
a $1 share value).

it is the policy of the Village 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
Village and conforming to all state and local statutes governing the investment of public funds,
using the “prudent person” standard for managing the overall portfolio.

Deposits with Financial Institutions

Custodial credit risk for deposits with financial institutions is the risk that in the event of bank failure,
the Village's deposits may not be returned to it. At April 30, 2020 the Village has $254,398 that is
uninsured and uncollateralized, and therefore deposits are exposed to custodial credit risk. The
Village has no foreign currency risk for deposits at April 30, 2020.

Investments

Credit risk is the risk that the issuer of a debt security will not pay its par value upon maturity. The
Viltage limits its exposure to credit risk by pre-qualifying all financial institutions and other
intermediaries with which the Village conducts business. At April 30, 2020 the Village has
investments of $488,970 in Ilinois Funds, a Local Government Investment Pool (LGIP) with an
S&P rating of AAAm.

Concentration of credit risk is the risk that the Village has a high percentage of its investments
invested in one type of investment, The Village places no limit on the amount the Village may
invest in any one issuer. Mare than 5% of the Village's investments are in certificates of deposit
{36%} and lllinois Funds (64%).
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VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

5. CASH AND INVESTMENTS (Continued)

Investments (continued)

Interest rate risk is the risk that changes
of an investment. Generally, the longer t
its fair value to changes in market interest ra

guidelines on interest rate risk at year end.
deposit valued at $271,931 with an eighteen-month original maturity at 0.75% interest rate,

G. CAPITAL ASSETS

in market interest rates will adversely affect the fair value
he maturity of an investment, the greater the sensitivity of
tes. The Village's investment policy establishes their

At April 30, 2020 the Village held one certificate of

Capital asset activity for the year ended April 30, 2020 was as follows.

GOVERNMENTAL ACTIVITIES

Capital assets not being depreciated

Land
Farm Land
Capital assets being depreciated

Equipment

Infrastructure

Building and improvements

Total capital assets being

depreciated

Less accumulated depreciation for
Equipment
Infrastructure
Building and improvements
Total accumulated depreciation

Total capital assets being
depreciated, net
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET

BUSINESS-TYPE ACTIVITY
Capital assets being depreciated
Equipment and vehicles
Sanitary Sewer
Total capital assets being
depreciated

Less accumulated depreciation for
Equipment and vehicles
Sanitary Sewer
Total accumulated depreciation

Total capital assets being
depreciated, net
BUSINESS-TYPE ACTIVITY
CAPITAL ASSETS, NET

Beginning Ending
Balance Increases Decreases  Transfers Balance
5,000 - - - 5,000
47 620 - - - 47 620
107,333 - - - 107,333
127,529 - - - 127,529
71,700 - - 71,700
306,562 - - 306,562
31,876 13,720 - - 45 596
28,604 6,376 - - 35,070
71,700 - - - 71,700
132,270 20,096 - - 152,366
174,292 . (20,098) - - 154,196
$ 226012 $ (20,096) $ - $ - $ 2068186
Beginning Ending
Balance Increases  Decreases  Transfers Balance
268,156 6,532 - - 275,668
2,038,701 15,839 - - 2,054 540
2,307,857 22,371 - - 2,330,228
115,643 9138 - - 124,781
1,079,842 51,182 - - 1,131,124
1,195,585 60,320 - - 1,255,905
1,112,272 (37,949) - - 1,074,323
$ 1112272 $ (37.949) $ -8 - % 1,074,323
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VILLAGE OF CRESTON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

6. CAPITAL ASSETS (Continued)
Depreciation expense was charged to the functions as follows:

Governmental Activities

Streets and highways 18,712

General government 1,384
TOTAL $ 20,096
Business-Type Activities

Utilties 60,320
TOTAL $ 60,320

7. FUTURE MINIMUM LEASE PAYMENT RECEIVABLE

The Village leases farm land to an unrelated tenant under a lease with a term from March 1, 2020
to February 28, 2022. The agreement calls for an annual lease payment of $300 per acre for 144.6
acres, payable on March 1* of each year of the term.

Minimum annual rental payments receivable through expiration on the above lease for years
ending April 30 are as follows:

Fiscal Year
Ending April 30, Amount
2021 43,380
2022 43,380
TOTAL $ 86,760

8.  RISKMANAGEMENT

The Village is exposed to various risks of loss, including but not limited to, property and casuaity,
general and public officials’ liability, and workers' compensation. The Village purchases commercial
insurance. There are annual deductibles for the plans ranging from $500 to $1,000. The Village's
policy is to record any related expenditures in the year in which they pay the deductible. The
Village is not aware of any additional deductibles that may be owed as of Aprit 30, 2020. The
Village has not made any significant changes in coverage nor did claims exceed coverage in the
current fiscal year or the two prior years.

9.  RELATED PARTY TRANSACTIONS

The Village paid AM Kemns Construction $5,334 during the year ending April 30, 2020, Michael
Kerns, Trustee, Is the husband of the owner of AM Kerns Construction. The payment was for
water main repairs and was executed as arm’s length transactions. No additional amounts were
due to AM Kems Construction as of April 30, 2020,

The Village paid Dement Township $3,000 during the year ending April 30, 2020. Penelope
Payton, Village Treasurer, is the Supervisor of Dement Township. The payment was for tipping fee
disbursements and was executed as arm's length transactions, No additional amounts were due to
Dement Township as of April 30, 2020.
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VILLAGE OF CRESTON, ILLINOIS

SCHEDULE OF REVENUES RECEIVED, EXPENDITURES DISBURSED,

AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS -

BUDGET AND ACTUAL
GENERAL FUND

For the Year Ended April 30, 2020

REVENUES COLLECTED
Taxes
Property taxes
Replacement tax
Cannabis tax
Sales tax
Local use tax
Telecommunications tax
Incoma tax
License and permits
Investmant income
Liquor license
Rental incoma
Miscellaneous

Total revenues collected

EXPENDITURES DISBURSED
Cumrent

General Government
Salaries
Payroll expenses
Audit
Legal fees
Maintenance
Mosquito control
PDues
Office supplies
Compuler intemei/software
Land Planning
Property tax expense
Insurance
Utilities
Animal control
Miscellaneous

Total general government

Current
Highways and streets
Streat & sidewalk maintenance
Buikdings & grounds maintenance
Storm water drainage
Snow removal
Total highways and streels

Qriginal Variance
and Final Qvar

Budget Actual {Uinder)
$ 23800 % 26,340 § 2,540
- 878 878
- 108 108
55,173 54,438 (735)
19,573 22,843 3,270
13,049 13,076 27
64,273 71,751 7478
1,262 2,852 1,580
10,968 13,198 2,240
2,000 3,000 4,000
§3,333 6,970 (46,363)
1,606 490 {1.116)
245,027 215,044 (29,083)
51,000 42,775 (8,225)
6,500 3,357 {3,143)

6,200 6,200 -
10,600 9,266 (734)
6,000 1,121 (7,878}
8,800 8,794 {6)
1,500 800 (600)
3,000 1,614 {1,386)
2,700 2,655 (45)
13,600 11,638 {1,362)
7,500 7,209 (291)
17,000 12,447 (4,553}
6,200 3,760 (2.440)
250 - {250)
1,400 1,693 293
144,050 113,429 (30.621)
84,000 30,110 {53,890)
12,600 8,105 {2,895)
5,000 - (5,000)
2,350 - (2,350}
103,350 38,215 (64,135)

(See independent auditor's report)
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VILLAGE OF CRESTON, ILLINOIS

SCHEDULE OF REVENUES RECEIVED, EXPENDITURES DISBURSED,
AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS -
BUDGET AND ACTUAL (CONTINUED)

GENERAL FUND

For the Year Ended April 30, 2020

Origina! Variance
and Final Over
Budget Actual {Under)
EXPENDITURES DISBURSED (continued)
Current
Culturs and racreation
Community Activities 2,600 2,563 {37)
Total culture and racreation 2,600 2,563 {37)
Tatal expenditures disbursad 250,000 155,207 {94.793)
Excess of ravanue over expenditures (4,973) 60,737 65,710
OTHER FINANCING SOURCES (USES)
Cperating transfers in - 2,500 2,500
Operating transfers out - - -
Tolal other financing sources (uses) - _2.500 2,500
NET CHANGE IN FUND BALANCE ) {4.973) $ 63,237 3 68,210

FUND BALANCE, MAY 1 1,064 428

FUND BALANCE, APRIL 30 $_ 1127665

(See independent auditor's report)
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VILLAGE OF CRESTON, ILLINOIS

SCHEDULE OF REVENUES RECEIVED, EXPENDITURES DISBURSED,
AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS -

BUDGET AND ACTUAL
MOTOR FUEL TAX FUND

For the Year Ended April 30, 2020

Original Variance
and Final Over
Budget Actual {Under)
REVENUES COLLECTED
Motor fuel tax $ - $ 23931 $ 23,931
Investment income - 1,433 1,433
Total revenues collected - 25,364 25,364
EXPENDITURES DISBURSED
Curmant
Highways and streets - -
Total highways and streets - - -
Tolal expenditures disbursed - - -
NET CHANGE IN FUND BALANCE 3 - 25364 $ 25,364
FUND BALANCE, MAY 1 64,449
FUND BALANCE, APRIL 30 $ 89,813

{See independent auditor's report)
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VILLAGE OF CRESTON, ILLINOIS
NOTES TO SUPPLEMENTARY INFORMATION

April 30, 2020

1.

LEGAL COMPLIANCE AND ACCOUNTABILITY

Budgets are adopted on a cash basis of accourting which s not consistent with generally accepted
accounting principles (GAAP). Annual appropriated budgets are adopted (at the fund level) for all of
the funds on the cash basis with a line item budget by fund. The annual appropriated budget is
legally enacted and provides for a legal level of control at the fund level.

The Village adopted its annual budget and appropriation ordinance for the year ended April 30,
2020 at its July 3, 2019 meeting. There was an amendment to the budget and appropriation
ordinance for the year ended April 30, 2020 on June 2, 2020,

The line item budget is used by management for control purposes in the day-to-day operations.
The Board of Trustee may make transfers between line items while retaining the total appropriation
for the fund. The Board of Trustees also may increase the appropriation amount by following the
same procedures as required for the originai appropriation. The amounts shown on the financial
statements reflect the originai and final budget as adopted by the Board of Trustees.

Budget revenues are based on estimates approved by the Board of Trustees.

-23.
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VILLAGE OF CRESTON, JLLINCIS

i
SCHEDULE OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITION - MODIFIED CASH BASIS -
BUDGET AND ACTUAL
O UTILITY FUND
' For the Year Ended April 30, 2020
M
.
Criginal Variance
and Final Over
™ Budget Actual {Under)
b
P OPERATING REVENUES COLLECTED
Charges for services
™ User fees $ - $ 96,190 $ 96,190
. Garbage/Recycling charges - 38,693 38,693
3 Sewer charges - 40,526 40,526
Administration fee - 6,126 8,126
-1 Capital Improvement fee - 26,619 26,519
| ; Landfill Host fees - 42,013 42,013
by Miscellaneous income - 43,745 43,745
- Total operating revenues collected - 293,912 293,912
L
. OPERATING EXPENSES
Maintenance $ 88,000 $ 70,895 3 {17,105}
— Chemicals and testing supplies 12,700 12,566 (134)
P Payroll expenses 24,300 23,515 {785)
L Uncapitalized equipment 11,000 4,153 {6,847)
Office supplies 2,000 1,530 (470)
Utilities 151,750 115,827 {35,923)
M Engineering 21,000 20,216 {784)
j Tipping fee disbursements 18,600 18,000 -
T Depreciation - 80,320 60,320
Miscellaneous - - -
m
| Total operating expenses 328,750 327,022 (1,728)
OPERATING INCOME {LOSS) (328,750} (33,110) 295,640
™
? ] NONOPERATING REVENUES (EXPENSES)
fnvestment income $ - $ 949 949
- Total nonoperating revneues (expenses) - 949 949
i
E& NET INCOME (L.OSS) BEFORE TRANSEERS {328,750) (32,161) 296,589
TRANSFERS
IWE Transfers in - . -
- Transfers out - (2,500) {2,500)
Total transfers - (2,500) {2,500)
™
[ i NET INCOME (LOSS) 3 (328,750) 3 (34,661) 3 294,089
NET POSITION, MAY 1 1,604,623
NET POSITION, APRIL 30 $ 1,569,962

1

(See independent auditor's report)
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Certified Public Accountunts

Newkirk & Associates, Inc.

September 30, 2020

The Honorable President
Members of the Board of Trustees
Village of Creston

110 N. Main Street

PO Box 36

Creston, IL 60113

lL.adies and Gentlemen:

As part of our audit pracess we are required to have certain communications with those charged
with governance at the beginning of our audit process and at the conclusion of the audit. Those
communications include information related to the planned scope and timing of our audit, as well
as cther information required by Auditing Standards, Our communication at the beginning of our
audit process was provided to you on February 13, 2020.

Audiing standards also require the communication of interna! control related matters to those
charged with governance. Our management letter is enclosed within this document,

This information is intended solely for the use of the Board of Trustees and management of the
Village of Creston and is not intended to be and should not be used by anyone other than these
specified parties.

Sincerely,

Yok + Ganocird., 2,
Newkirk & Associates, Inc.
By: William J. Newkirk, CPA
Shareholder

2 W. Main Street, Plano, IL 60545 « newkirkcpas.com » (630) 552-1040 « Fax (630) 552-7399
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Coertified Public Accountunts

| Newkirk&Associates, Inc.

Septemnber 30, 2020

To the Honorable Village President and Board of Trustees
Village of Creston, lllinois

110 N. Main Street

PO Box 36

Creston, IL 60113

We have audited the financial statements of the governmental activities, the business-type
activities, and each major fund of the Village of Creston for the year ended April 30, 2020.
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
February 13, 2020. 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 Village 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. We noted no transactions entered into by the Village during the year
for which there is a lack of authoritative guidance or consensus.

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 gvents 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. There were no significant estimates
affecting the financial statements.

The financial statement disclosures are neutral, consistent, and clear.
Difficuities Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing cur audit.

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 each opinion unit's financial statements taken
as a whole, except for the entries on the attached schedule of adjustments.

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.

9 W. Main Street, Plano, IL 60545 « newkirkcpas.com « (630) 552-1040 « Fax (630) 552-7399
2



Management Representations

We have requested certain representations from management that are included in the
management representation letter dated September 30, 2020.

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 consuitation
involves application of an accounting principle to the Village'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 consuitations 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 Village's auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention,

QOther Matters

We were engaged to report on the individual Fund Financlal Statements with Appropriations,
which accompany the financial statements but are not Required Supplementary Information {RSI).
With respect to this supplementary information, we made certain inquiries of management and
evaluated the form, content, and methods of preparing the information to determine that the
information complies with accounting principles generally accepted in the United States of
America, the methad of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare
the financial statements or to the financial statements themselves,

Restriction on Use

This information is intended solely for the use of the Board of Trustees and management of the
Village of Creston and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

M»@ * Grosecile. o
Newkirk & Associates, Inc.
By: Willlam J. Newkirk, CPA

Shareholder



Village of Creston

Year End: April 30, 2020
Adjusting Journal Entries

Number Date Name Account No Debit Credit
1 4/30/2020 Accounts Receivable 02-03-1100 WS ~32,845.00
1 4/30/2020 Deferred Income 02-03-2500 WS 11,619.00
1 4/30/2020 Excess Revenue over Expenditures 02-03-3998 WS 81,346.00
1 4/30/2020 Miscellaneous income 02-03-4065 WS -290.00
1 4/30/2020 Accumulated Depreciation 02-04-1550 WS -59,830.00
Adijust opening fund balance to agree to PY audit
2 4/30/2020 Due From MFT Fund 01-00-1400 GF 34,169.13
2 4/30/2020 Excess Revenue over Expenditures 01-00-3998 GF -34,535.00
2 4/30/2020 Miscellaneous 01-00-6100 GF 365.87
2 4/30f2020 Motor Fuel Fund 03-05-1018 MFT 34,169.13
2 4/30/2020 Due to Other Funds 03-05-1551 MFT -34,169.13
Adjust opening due to/from other funds and general fund fund balance
3 4/30/2020 Accounts Receivable 02-03-1100 WS -2,728.43
3 4/30/2020 Deferred Income 02-03-2500 WS 2,039.91
3 4/30/2020 Water 02-03-4301 WS 3,338.89
3 4/30/2020 Accounts Receivable 02-04-1100 WS -2,649.37
Eliminate A/R and deferred revenue for cash basis reporting
4/30/2020 Replacement Tax 01-00-4010 GF -§78.06
4/30/2020 IL Fund Shares Purchased 01-00-4035 GF 878.06
Reclassify CPPRT deposited into IL Funds to proper account
5 4/30/2020 Comcast Telecommunication Tax 01-00-4034 GF 902.67
5 4/30/2020 L Fund Income Reinvest 01-00-4036 GF -902.67
Reclass Il fund interest to proper account
4/30/2020 Cerlificates of Deposit 01-00-1016 GF 4,046.49
4130/2020 Interest 01-00-4080 GF -4,046.48

To accrue for unrecorded CD interest of approximately 1.5%




7 4/30/2020 Accounts Payable 02-03-2600 WS 35,197.34

7 4/30/2020 Paower Service 02-03-6340 WS -515.57

7 4/30/2020 Sewer Electricty 02-04-6417 WS -331.27

7 4/30/2020 Sewer Electricty 02-04-5417 WS 393.30

7 4/30/2020 Sewer Flow 02-04-6418 WS -34,350.50

7 4/30/12020 Sewer Flow 02-04-6418 WS -393.30
To void a duplicate ulility bill, and to reclass ta proper account

8 4/30/2020 Water Department New Equipment 02-03-6310 WS -6,532.36

8 4/30/2020 Sewer Project - Utility Fund 02-04-1530 WS 15,838.98

8 4/30/2020 Equipment 02-04-1540 WS 6,532.36

8 4/30/2020 Sewer Repairs 02-04-6416 WS -15,838.98
To reclass capital assets

9 43072020 Accumulated Depreciation 02-04-1550 WS -60,319.77

9 4/30/2020 Sewer Depreciation 02-04-6499 WS 60,319.77

To book current depreciation expense



i Newkirk & Associates, Inc.

Certificd Public Aveountinls

et

The Honorable President, Members of the Board of Trustees, and Village Treasurer
Village of Creston, lllinois

110 N. Main Street

PO Box 36

Creston, IL 60113

In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, and each major fund, of the Village as of and for the year ended April 30,
2020, in accordance with the madified cash basls of accounting, we considered the Village of
Creston’s intemal control over financial reporting {internai 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 Village's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Village's internal control.

Our consideration of internal contral 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 and on the following

pages, we identified certain deficiencies in internal control that we consider to be material
weaknesses.

A deficiency in intemal contro! exists when the design or operation of a control does not allow
management or employees, in the normal caurse 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 deficlencies in interna! control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected, on a timely basis. We consider the deficiencies in internal control listed
on the next page to be material weaknesses.

This Information is intended solely for the use of the Board of Trustees and management of the
Village of Creston and is not intended to be and should not be used by anyone other than these
specified parties.

Th bt + Qo parccston, Ko,
Newkirk & Associates, Inc.

Plano, lllincis

September 30, 2020

2 W. Main Street, Plano, IL 60545 « newkirkcpas.com ¢ (630) 552-1040  Fax (630) 552-7399
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MATERIAL WEAKNESSES
We consider the following deficiencies to be material weaknesses in internal control:

1. Segregation of Duties

With a limited number of staff at the Village, proper segregation of duties is difficult to
accomplish. A fundamental element of internal control is the segregation of certain key
duties. In general, the principal incompatible duties to be segregated include:

- Custody of assets, in particular cash

= Authorization or approval of related transaction affecting those assets
- Recording or reporting of related transactions

- Execution of the transaction or transaction activity

An essential feature of segregation of duties within an organization is that no one employee
has exclusive control over any transaction or group of transactions. We noted specific lack of
segregation of duties listed below. This list would not be considered to be all inclusive as we
did not perform a review of all control structures throughout the Village.

In regard to cash receipts, the Village Treasurer control the processes of creating water bills,
collecting payments, recording deposits, taking deposits to the bank, and reconciling the bank
account,

In regard to cash disbursements (including payroll the Village Treasurer has access to check
stock, records all fransactions, and reconciles bank accounts. Bank account reconciliations
are not reviewed.,

A lack of segregation of duties results in a reasonabie possibility that a material misstatement
of the Village's financial statements will not be prevented, or detected and corrected on a
timely basis.

With limited staff it is important that the board and other officials remain diligent in their
monitoring of financial fransactions. A detailed review of financial reports, budget vs, actual
results, bank reconciliations, water billing adjustments, and water billing collections greatly
enhances internal controls. These reviews should be performed by someone other than the
employee responsible for executing and recording the transactions. In all cases, we
recommend the Village reassign duties or increase approval processes in order to mors fully
segregate conflicting duties.

2. Preparation of Financial Statements

The Village Board of Trustees and management share the ultimate responsibility for the
Village's internal control system. While it is acceptable to outsource various accounting
functions, the responsibility for internal control cannot be outsourced.

The Village engages us to assist in preparing its financial statements and accompanying
disclosures, However, as independent auditors, we cannot be considered part of the
Village's internal control system. As part of its internal contro! over the preparation of its
financial statements, including disclosures, the Village should implement a comprehensive
review procedure to ensure that the financial statements, including disclosures, are complete
and accurate. Such review procedures should be performed by an individual possessing a
thorough understanding of applicable accounting principles and sufficient financial reporting
and accounting knowledge to the extent hecessary to enable them to review the Village's
financial statements and related disclosures, to provide a high level of assurance that
potential omissions or other errors that are less than material, but more than inconsequential,
would be identified and corrected.



