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To the Mayor and Village Board -
Village of North Henderson, lllinois

In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Village of North
Henderson lllinois, as of and for the year ended May 31, 2015, in accordance with auditing standards
generally accepted in the United States of America, we considered the Village of North Henderson lllinois’
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the 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, we identified certain deficiencies in internal control that we
consider to be material weaknesses and other deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in a normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies in
internal control, such that there is a reasonable 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

following deficiencies in the Village of North Henderson, lllinois’ internal control to be material
weaknesses:

The size of the Village administrative and accounting staff precludes certain internal controls that would be
preferred if the office staff were large enough to provide optimum segregation of duties and is not a
controllable weakness. Therefore, the Council must remain involved in the financial affairs of the Village to
provide oversight and review functions.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the following deficiencies in the Village of North Henderson’s internal control
to be significant deficiencies:

The Village does not have staff with sufficient accounting knowledge needed to prepare financial
statements and disclosures in accordance with the modified cash basis of accounting or to prevent, detect,
and correct potential material misstatement in the financial statements. As a result, the Village relies on
fiscal year auditors to prepare draft financial statements for the Village’s approval and is not a
controllable weakness. The Board should continue to perform a detailed review of the draft financial
statements and make inquiries when necessary.

This communication is intended solely for the information and use of management, the Village Board and
others within the organization, and is not intended to be and should not be used by anyone other than

these specified parties. o o
:BQUL%, Knah rf\s;o—_,),d:) ,

Galesburg, lllinois Certified Public Accountants
June 27, 2016
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To the Village Board
Village of North Henderson, lllinois

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Village of North Henderson, lllinois, for
the year ended May 31, 2015. Professional standards require that we provide you 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 May 20, 2015. Professional standards also require that we communicate to you the following
information related to our audit.

Significant 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 of North Henderson, lllinois, are described in Note 1 to the
financial statements. We noted no transactions entered into by the governmental unit during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
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 trivial, and communicate them to the appropriate level of management,

Management has corrected all such misstatements. The following material misstatements detected as a

result of audit procedures were corrected by management: adjustments to reclassify revenue, reclassify
capital asset purchases, record depreciation, and record accruals.

Members: Illinois C.P.A. Society - American Institute of Certified Public Accountants
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- Independent Auditors' Report

Village President and
- Board of Trustees
Village of North Henderson, lllinois

- Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Village of North
Henderson, lllinois, as of and for the year then ended May 31, 2015, and the related notes to the

financial statements, which collectively comprise the Village's basic financial statements as listed in the
table of contents.

Management’s Responsibility

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America: this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We

- conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain 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 over all 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.

2 Members: Illinois C.P.A. Society - American Institute of Certified Public Accountants
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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, each major fund,
and the aggregate remaining fund information of the Village of North Henderson, lllinois, as of May 31,
2015, and the respective changes in financial position, and, where applicable, cash flows thereof for the

year then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management'’s
discussion and analysis and budgetary comparison information on pages 21 through 23 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has not presented the management's discussion and analysis that governmental accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of North Henderson, lllinois, basic financial statements. The proprietary fund
budgetary comparison schedule — cash basis on page 24 is presented for purposes of additional analysis
and are not a required part of the financial statements.

The proprietary fund budgetary comparison schedules - cash basis are the responsibility of management
and was derived from and relate directly to the underlying accounting and other records used to prepare
the 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
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements taken as a whole.

B cen o ‘*?qS’JG?&/w )

Certified Public Accountants
Galesburg, Illinois
June 27, 2016
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VILLAGE OF NORTH HENDERSON, ILLINOIS

STATEMENT OF NET POSITION

May 31, 2015
Business-
Governmental type
Activities Activities Total
ASSETS
Current assets '
Cash and cash equivalents $ 117,867 5,670 $ 123,537
Receivables:
Property tax 3,406 - 3,406
State of lllinois 2,796 - 2,796
Interest 7 2 9
Other - 3,758 3,758
Prepaid expenses 3,173 1,141 4314
Interfund balances 4,133 (4,133) -
Total current assets ] 131,382 6,438 $ 137,820
Noncurrent assets
Restricted cash 3 - 19,846 $ 19,846
Land and land improvements 6,385 200 6,585
Construction in progress - - -
Water system - net of accumulated depreciation - 513,617 513,617
Buildings and equipment - net of depreciation 45,156 - 45,156
Total noncurrent assets 3 51,541 533,663 $ 585,204
Total assets 3 182,923 540,101 $ 723,024
LIABILITIES
Current liabilities
Accounts payable $ 2,702 983 § 3,685
Note payable - due within one year - 6,474 6,474
Total current liabilities $ 2,702 7,457 $ 10,159
Noncurrent liabilities
Note payable - due in more than one year $ - 114,260 $ 114,260
Total liabilities $ 2,702 121,717 $ 124,419
DEFERRED INFLOW RESQURCES
Deferred tax revenue $ 3,406 - $ 3,406
NET POSITION
Net investment in capital assets $ 51,541 393,083 $ 444624
Restricted 85,096 4,794 89,890
Unrestricted 40,178 20,507 60,685
Total net position $ 176,815 418,384 $ 595,199

The accompanying notes are part of the financial statements.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

STATEMENT OF ACTIVITIES

For the Year Ended May 31, 2015

Program Net (Expense) Revenue and
Revenues Changes in Net Position
Operating
Charges Grants and Governmental Business-type
FUNCTIONS/PROGRAMS Expenses  for Services Contributions  Activities Activities Total
PRIMARY GOVERNMENT:
Governmental Activities:
General government $ 26608 § - $ - $ (26608 $ - $ (26,608)
Streets 3,170 - - (3,170) - (3,170)
Culture and recreation 4,694 - - (4,694) - (4.694)
Total governmental activities $ 34,472  § - 3 - $ (34472 % - (34,472
Business-type activities:
Water system $ 36,925 5 44970 $ 2316542 § - $ 239,587 3§ 239,587
Total primary government $ 71,397 $ 44970 $ 231,542 $ (34472) $ 239,587 $ 205,115
General Revenues
Taxes:
Property tax $ 4713 $ - $ 4713
Sales tax 4,146 - 4,146
State income tax 18,314 - 18,314
Utility tax 7.332 - 7,332
Replacement tax 174 - 174
Motor fuel tax 5,319 . 5,319
Interest 247 23 270
Other 1,064 - 1,064
Total general revenue $ 41,309 $ 23 $ 41,332
Transfers $ (3559) $ 3558 $ (1)
Change in net position $§ 3278 $ 243,168 246,446
Net position, beginning of year 173,637 175,216 348,753
Net position, end of year $ 176,815 $ 418,384 $ 595,199 *

The accompanying notes are part of the financial statements.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

BALANCE SHEET
GOVERNMENTAL FUNDS

- May 31, 2015
Total
General Motor Fuel Governmental
Fund Tax Fund Fund
ASSETS
Cash and cash equivalents $ 33,184 $ 84,683 $ 117,867
Receivables:
Property taxes 3,406 - 3,406
Sales taxes 362 - 362
Income tax 2,026 - 2,026
Motor fuel tax - 408 408
Utility tax - - N
== Interest 2 5 i
Prepaid expenses 3,173 - 3,173
Due from other funds 4,133 - 4133
Total assets $ 46,286 5 85,096 $ 131,382
) LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable 3 2,702 $ - $ 2,702
Deferred Inflows of Resources
Deferred property taxes $ 3,406 3 - $ 3,406
Fund Balance
Restricted for:
Street maintenance $ - $ 85,096 $ 85,096
e Unassigned 40,178 - 40,178
Total fund balance $ 40,178 3 85,096 $ 125274
Total liabilities, deferred inflows of
resources and fund balance $ 46,286 3 85,096 $ 131,382

The accompanying notes are part of the financial statements.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

May 31, 2015

Total Fund Balance - Governmental Funds 3 125,274

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

Capital assets used in governmental activities are not
current financial resources and, therefore, are not reported
in the governmental funds 51,541

Total Net Position - Governmental Activities $ 176,815

The accompanying notes are part of the financial statements.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

Year ended May 31, 2015

Revenues:
Property tax
Sales taxes
State income tax
Utility tax
Replacement tax
Motor fuel tax
Interest
Other

Total revenues

Expenditures:
Current
General government
Streets
Culture and recreation
Capital outlay
Total expenditures

Other Financing Sources (Uses)
Transfers in (out)

Net change in fund balance
Fund balance, June 1, 2014

Fund balance, May 31, 2015

Total
General Motor Fuel Governmental
Fund Tax Fund Funds
$ 4,713 - $ 4713
4,146 - 4,146
18,314 - 18,314
7,332 - 7,332
174 - 174
- 5,319 5319
196 51 247
1,064 - 1,064
$ 35,939 5,370 $ 41,309
$ 24,223 - $ 24,223
3,170 - 3,170
4,694 - 4,694
$ 32,087 - 3 32,087
$ (31,133) 27,574 $ (3,559)
$ (27,281) 32,944 $ 5,663
67,459 52,152 119,611
$ 40,178 85,096 $ 125,274

The accompanying notes are part of the financial statements.

B



VILLAGE OF NORTH HENDERSON, ILLINOIS

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES TO THE

GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES

For the Year Ended May 31, 2015

Net change in fund balance-total governmental funds

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

Depreciation expense on capital assets is reported in the
government-wide statement of activities , but they do not require
the use of current financial resources. Therefore, depreciation
expense is not reported as expenditure in governmental funds.

Capital outlays reported on the Statement of Revenues, Expenditures
and Changes in Fund Balances which are capitalized as assets on

the Proprietary statements, and as such as shown as interfund transfers
on the Statement of Activity

Change in Net Position of Governmental Activities

The accompanying notes are part of the financial statements.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

STATEMENT OF NET POSITION
PROPRIETARY FUND

May 31, 2015

ASSETS

Current assets
Cash and cash equivalents
Interest receivable
Billings receivable
Prepaid expenses
Total current assets

Noncurrent assets
Restricted cash
Land
Construction in progress
Water system - net of accumulated depreciation
Total noncurrent assets

Total assets
LIABILITIES
Current liabilities
Accounts payable
Due to other funds
Note payable - due within one year

Total current liabilities

Noncurrent liabilities
Note payable - due in more than one year

Total liabilities
NET POSITION
Net investmet in capital assets
Restricted net position

Unrestricted

Total net position

The accompanying notes are part of the financial statements.

Business-Type
Activities-
Enterprise Fund
Water System

5,670

2
3,758
1,141

10,571

19,846
200

513,617

533,663

544,234

983
4,133
6,474

11,590

114,260

125,850

393,083
4,794
20,507

418,384




VILLAGE OF NORTH HENDERSON, ILLINOIS
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
PROPRIETARY FUND

Year ended May 31, 2015

Operating Revenues:
Water sales

Operating Expenses:
Salaries
Payroll taxes
Maintenance services
Legal services
Accounting services
Office expense
Telephone
Printing and publishing
Dues
Utilities
Insurance
Chemicals
Operating supplies
Fuel
Travel
Other expense
Depreciation

Total operating expenses

Net operating gain
Nonoperating Revenues (Expenses):

Interest income

Grant revenue

Other revenue

Grant expense

Interest expense

Total nonoperating revenues (expenses)

Other Financing Sources (Uses):
Transfers in (out)

Change in net position
Net Position, June 1, 2014

Net Position, May 31, 2015

The accompanying notes are part of the financial statements.
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Business-Type
Activities-
Enterprise Fund
Water System

$ 44,970

$ 3,300

252
9,831

2,645
1,762
479
124
246
2,140
1,605
604

(173)
10,939

5 33,554

5 11,416

$ 23

231,642

(3,371)

$ 228,194

b 3,658

$ 243,168

175,216

$ 418,384




VILLAGE OF NORTH HENDERSON, ILLINOIS

STATEMENT OF CASH FLOWS

PROPRIETARY FUND

Year ended May 31, 2015

Cash Flows from Operating Activities:
Cash receipts from customers
Cash payments to suppliers
Cash payments to employees
Net cash provided (used) by operating activities

Cash Flows from Noncapital Financing Activities:
Decrease in due to other funds
Transfers from (to) other funds
Other revenue
Net cash provided (used) by noncapital financing activities

Cash Flows from Capital and Related Financing Activities:
Purchase of capital assets
Grant proceeds
Loan proceeds
Principal paid on loans
Grant expense
Interest paid on loans
Net cash provided (used) by capital and related financing activities

Cash Flows from Investing Activities:
Interest on cash and cash equivalents
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning

Cash and cash equivalents, ending

Reconciliation of Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:

Net operating income
Adjustments to reconcile net income (loss) from operations to net
cash provided (used) by operating activities:
Depreciation expenses
Changes in assets and liabilities:
Decrease (increase) in receivables
Decrease (increase) in prepaid expenses
Increase (decrease) in payables
Net cash provided (used) by operating activities

The accompanying notes are part of the financial statements.
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Business-Type

Activities-
Enterprise Fund
Water System
$ 43,472

(19,246)
(3,300)
$ 20,926
$ (2,640)
3,558
3 818
$ (388,633)
231,542
92,850
(7,296)
(3,371)
$ (74,908)
$ 23
$ 23
$ (53,041)
78,557
$ 25516
$ 11,416
10,939
(1,498)
24
45
$ 20,926



VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
May 31, 2015

Note 1 = Significant Accounting Policies

A.

Financial Reporting Entity

The Village of North Henderson operates under a Board of Trustees form of government and
provides the following services to residents of the Village including general government, streets,
public improvements, and water.

Generally accepted accounting principles require that the financial reporting entity include (1) the
primary government (2) organizations for which the primary government is financially accountable
and (3) other organizations for which the nature and significance of their relationships with the
primary government are such that exclusion would cause the financial reporting entity's financial
statements to be misleading or incomplete. The criteria provided in Governmental Accounting
Standards Board Statement No. 14 have been considered and there are no agencies or entities
which should be included as component units in the financial reporting entity.

The financial statements of Village of North Henderson have been prepared in conformity with
generally accepted accounting principals (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The most significant of the
Village's accounting policies are described below:

Basis of Presentation

Government-Wide Financial Statements

The statement of net position and the statement of activities display information about all of the non-
fiduciary activities of the primary government (the Village) and its component units. Governmental
activities are reported separately from business-type activities. Governmental activities generally
are financed through taxes, intergovernmental revenues, and other non-exchange transactions.
Business type activities are financed by fees and charges for services and are usually intended to
be financially self-sustaining. Eliminations have been made to minimize the double counting of
internal activities.

The statement of net position presents the financial condition of the governmental and business-
type activities of the Village at year end. The statement of activities presents a comparison
between direct expenses and the program revenues for each program or function of the Village’s
governmental activities and business-type activities. Direct expenses are those that are specifically
associated with a service, program or department and, therefore, are clearly identifiable to a
particular function.

Program revenues include charges paid by the recipient of the goods or services offered by the
program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program, and interest earned on grants that is required to be used to
support a particular program. Revenues that are not classified as program revenues are presented
as general revenues of the Village, with certain limited exceptions. The comparison of direct
expenses with program revenues identifies the extent to which each governmental program or
business activity is self-financing or draws from the general revenues of the Village.
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Contin ued)
May 31, 2015

Note 1 — Significant Accounting Policies (Continued)

B. Basis of Presentation (Continued)

Fund Financial Statements

During the year, the Village segregates transactions related to certain Village functions or activities
in separate funds in order to aid financial management and to demonstrate legal compliance. Fund
financial statements are designed to present financial information of the Village at this more detailed
level. The focus of governmental and proprietary fund financial statements is on major funds. Each
major fund is presented in a separate column.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenue of the Village's enterprise funds are charges to customers for sales and services.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

A fund is considered major if it is the primary operating fund of the Village or meets the following
criteria:

a.  Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental fund
are at least 10 percent of the corresponding total for all funds of that category or type, and

b.  Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental fund
are at least 5 percent of the corresponding total for all governmental funds combined.

Governmental Funds

The Village of North Henderson reports the following major governmental funds:

General Fund--The General Fund is the general operating fund of the Village. It is used to
account for financial resources except those required to be accounted for in another fund.

Motor Fuel Tax Fund--Motor Fuel Tax Fund accounts for the proceeds of specific revenue
sources (other than special assessments, expendable trusts, or major capital projects), that are
legally restricted to expenditures for specified purposes.

Proprietary Funds

The Village of North Henderson reports the following major proprietary funds:

Water Fund--Water Fund accounts for operations that are financed by outside sources and
operates in a manner similar to a private business.

12



VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 1 — Significant Accounting Policies (Continued)

C. Measurement Focus/Basis of Accounting

Accounting records and reports of the Village are on the cash basis. Under this method, revenue is
recorded when collected and expenditures are recorded when disbursements are made. For
purposes of these financial statements, the accounting for all the funds has been converted to

either modified accrual basis or the accrual basis, as required by generally accepted accounting
principles.

The government-wide funds are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned, and expenses are recorded
at the time liabilities are incurred regardless of when the related cash flows take place. Non-
exchange transactions, in which the Village gives (or receives) value without directly receiving (or

giving) equal value in exchange, include property and sales taxes, grants, entitlements, and
donations.

On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes
are levied. Revenues from sales tax are recognized when the underlying transactions take place.
Revenues from grants, entitlements, and donations are recognized in the fiscal year in which all
eligible requirements have been satisfied.

Governmental funds type funds are accounted for using the modified accrual basis of accounting.
Their revenue is recognized when it becomes measurable and available as net current position.
Taxpayer-assessed income, gross receipts, and sales taxes are considered measurable when in
the hands of intermediary collecting governments and are recognized as revenue at that time.
Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue when they
are measurable and their validity seems certain. Expenditures are recognized under the modified
accrual basis of accounting when the related fund liability is incurred.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting,

revenues are recognized when earned and expenses are recorded when the liability is incurred or
economic asset used.

Statement of Cash Flows

The Village has adopted a policy defining “cash equivalents” for purposes of the Statement of Cash

Flows. Cash equivalents include savings accounts, demand deposit accounts, and certificates of
deposit.

Interfund Receivables / Payables

On fund financial statements, interfund balances within governmental activities and within business-
type activities are eliminated on the government-wide statement of net position.

Receivables

All receivables are reported at their gross value. Billed revenues from the Water Fund recognized
at the end of the fiscal year are based on the actual amount billed during the month following the
closing of the fiscal year.
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 1 — Significant Accounting Policies (Continued)

G.

H.

Prepaid ltems

Payments made to vendors for services that will benefit periods beyond May 31, 2015, are reported
as prepaid items using the consumption method by recording a current asset for the prepaid
amount and reflecting the expenditure/expense in the year in which services are consumed.

Capital Assets

General capital assets are reported in the governmental activities column of the government-wide
statement of net position but are not reported in the fund financial statements. All capital assets are
capitalized at cost (or estimated historical cost) and updated for additions and reductions during the
year.

Assets are capitalized and updated for additions and reductions during the year based on the
capitalization policy passed by the Village, which sets the minimum capitalization amounts as

follows:

Infrastructure assets (roads, bridges, culverts, curbs,

sidewalks, lighting systems, gutters, and drainage systems) $ 2,500
Buildings and improvements $ 2,500
Individual equipment $ 2,500

All capital assets are depreciated, except for land and improvements and construction in process.
Depreciation is computed using the straight-line method over the following useful lives:

Water plant and additions 50-5 years
Buildings 40 years
Building Improvements 20 years
Roads 10 years
Sidewalks 10 years
Vehicles 5 years
Machinery & Equipment 7 years
Computer Equipment 5 years

Net Position and Fund Equity

a. Government-wide Statements: Net position is reported as restricted when constraints placed on
net position use are externally imposed either by creditors, grantors, contributors, or laws or
regulations of other governments, or imposed by law through constitutional provisions or
enabling legislation. The Village first applies its restricted resources when an expense is
incurred for purposes for which both restricted and unrestricted net position is available. Net
position is presented in three components:

Net investment in capital assets consists of capital assets, net of accumulated depreciation
and reduced by outstanding balances for bonds, notes or other debt attributable to the
acquisition, construction, or improvement of those assets.

Restricted net position results when constraints placed on net asset use are either externally
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 1 — Significant Accounting Policies (Continued)

[. Net Position and Fund Equity (Continued)

imposed or imposed by law through constitutional provisions enabling legislation.

Unrestricted net position consists of net assets not meeting the definition of the two
preceding categories. Unrestricted net assets often have constraints on resources imposed
by management, can be removed or modified.

b. Fund Financial Statements: The Village has adopted GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. This Statement establishes criteria for
classifying governmental fund balances into specifically defined classifications. Classifications
are hierarchical and are based primarily on the extent to which the Village is bound to honor
constraints on the specific purposes for which amounts in the funds may be spent.

Application of the Statement requires the Village to classify and report amounts in the appropriate
fund balance classifications.

Nonspendable Fund Balance - This classification includes amounts that cannot be spent
because they are either (a) not spendable form — prepaid items or inventories; or (b) legally
or contractually required to be maintained intact.

Restricted — This classification is for funds when there are limitations imposed on their use
either through the enabling legislation adopted by the Village or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments.

Committed Fund Balance — These amounts can only be used for specific purposes pursuant
to constraints imposed by formal resolutions or ordinances of the Village Board — the
government’s highest level of decision making authority. Those committed amounts cannot
be used for any other purpose unless the Village Board removes the specified use by taking
the same type of action imposing the commitment. This classification also includes
contractual obligations to the extent that existing resources in the fund have been
specifically committed for use in those contractual requirements.

Assigned Fund Balance — This classification reflects the amounts constrained by the
Village's “intent” to be used for specific purposes, but are neither restricted nor committed.
The Village Board has authority to assign amounts to be used for specific purposes.

Assigned fund balances include all remaining amounts (except negative balances) that are
reported in governmental funds, other than the General Fund, that are not classified as
nonspendable and are neither restricted nor committed.

Unassigned Fund Balance -~ This fund balance is the residual classification for the General
Fund. It is also used to report negative fund balances in other governmental funds.

GASB 54 requires governmental entities to establish a policy for the application of expenditures

to the above classifications. As of the end of the fiscal year, the Village had no such policy and
is currently applying the default method of allocation.
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 1 — Significant Accounting Policies (Continued)
l. Net Position and Fund Equity (Continued)

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the Village considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
available, the Village considers amounts to have been spent first out of committed funds, then
assigned funds, and the finally unassigned funds, as needed, unless the Village Board has
provided otherwise in its commitment or assignment actions.

J. Estimates
The preparation of the financial statements in conformity with generally accepted accounting
principals requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those
estimates.

K. Vacation, Sick Leave, and Other Compensated Absences

The Village does not pay employees for vacation, sick leave, or other compensated absences.
Therefore, no liability exists as of May 31, 2015.

Note 2 — Cash and Investments

State statutes authorize the Village to make deposits in commercial banks and savings and loan
institutions, and to make investments in obligations of the U.S. Treasury and U.S. agencies,
obligations of states and their political subdivisions, repurchase agreements, commercial paper rated
within the three highest classifications by at least two standard rating services, and the lllinois Public
Treasurer's Investment Pool. Pension funds may also invest in certain non-U.S. obligations,
mortgages, veterans' loans, and life insurance company contracts. The Village does not have a policy
to limit allowable deposits or investments.

Custodial credit risk is the risk that in the event of a bank failure, the Village's deposits may not be
available. The Village does not have a deposit policy for custodial credit risk. As of May 31, 2015,
none of the Village's bank balance of $184,205 was exposed to custodial credit risk.

As of May 31, 2015 the Village had the following Water Fund cash restricted:

Restricted for water system improvement $ 4473
Restricted for water system repairs 12,310
Restricted for loan repayment _ 3,063

3 19.846

Note 3 — Property Taxes

Property taxes become a lien on property on January 1 of the year of the levy and are collected in two
installments by the County Treasurer on June 1 and September 1 of the following year with the Village
receiving its significant distributions approximately 30 days later. Property tax revenue is recorded on
the "deferred method". Because of the extraordinarily long period of time between the levy date, the
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 3 — Property Taxes (Continued)

second Tuesday in September of each year, and the receipt of tax distributions from the County
Collector, the property taxes are not "available" to finance current year expenditures. For those funds
on the modified accrual basis, the current year tax levy is recorded as property taxes receivable and
deferred tax revenue.

Assessed Valuations, Rates, and Taxes Extended

The assessed valuations, rates, and taxes extended for the current and two prior years are as follows:

2014 Levy 2013 Levy 2012 Levy

Assessed valuation

RoE)

1,086,025 $ 997,502 $ 961,247

Rate per $100 assessed valuation

Corporate 0.2675 0.2675 0.2675
Street Lighting 0.0461 0.0502 0.0521
Total 0.3136 0.3177 0.3196
Taxes extended
Corporate $ 2,905 $ 2 668 $ 2,571
Street Lighting 501 - 501 501
Total $ 3,406 $ 3,169 $ 3,072
Taxes collected | 3,052 3,131

Note 4 — Interfund Balances and Transfers

Interfund balances at May 31, 2015 are as follows:

Interfund Interfund

Fund Receivable Payable
General $ 4,133 $ -
Water B 4,133
Total $ 4,133 $ 4133

As of May 31, 2015, the Village had an interfund transfer of $3,558 from the General Fund to the
Water Fund. Transfers are used to move revenues from the fund that statute or budget requires to
collect them to the fund that the statute or budget requires to expend them. It also is used to move
expenses from the fund that actually pays them to the fund that statute or budget requires them to be
classified. For the fiscal year ended May 31, 2015 the transfers were payroll expenses paid by the
General Fund. In addition, the Village had an interfund transfer of $27,574 from the General Fund to
the MFT Fund for repayment of funds to the State of lllinois.
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_ VILLAGE OF NORTH HENDERSON, ILLINOIS
- NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 5 — Capital Assets

The following schedule summarizes the changes in the Village's capital fixed assets for the year ended

May 31, 2015:
Balance Net Net Balance
June 1, 2014 Additions Deductions May 31, 2015
General Fund
Assets
Buildings $ 47,028 % - % - $ 47,028
Equipment 21,992 - - 21,992
Total buildings and equipment $ 69,020 $ - $ - b 69,020
— Accumulated Depreciation
Buildings $ (6,640) $ (1,1768) § - $ (7,816)
Equipment (14,840) (1,209) - (16,049)
Total accumulated depreciation $ (21,480) $ (2,385) § - $ (23,865)
Land and land improvements b 6,385 $ - - $ 6,385
_ Total capital assets, net depreciated $ 53,925 $ (2,385) % - $ 51,540

_ Depreciation is applied to the Village's activities as follows:

General Governmental $ 2,385
Balance Net Net Balance
June 1, 2014 Additions Deductions May 31, 2015
Water Fund
Water plant and additions 3 203,441 $ 474,311 $ - $ 677,752
Depreciation (153,196) (10,939) - (164,135)
Water plant and additions, net
of depreciation $ 50,245 $ 463,372 $ - $ 513617
Land $ 200 $ - $ - $ 200
Construction in process 85,679 - 85,679 -
Water fund nondepreciable assets $ 85,879 $ - 3 85,679 $ 200
Total capital assets, net depreciation $ 136,124 $ 463,372 $ 85,679 $ 513,817

Note 6 — Long-Term Debt

On March 26, 2012, the Village obtained a $150,000 loan from the Farmers State Bank for water
improvements. During the fiscal year ending May 31, 2015, the Village advanced an additional $92,850
in funds from the loan. The loan is payable in monthly installments of $897 with a stated interest rate
of 3.85%. The debt service requirements to maturity are as follows:
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)

May 31, 2015
Note 6 — Long-Term Debt (Continued)

Fiscal Year Ending 5/31 Interest Principal Total
2016 4,539 6,230 10,769
2017 4,295 6,474 10,769
2018 4,041 6,728 10,769
2019 3,778 6,991 10,769
2020 3,504 7,265 10,769

2021-2025 13,018 40,827 53,845
2026-2030 4,380 46,219 50,599
Total $ 37,655 $ 120,734 $ 158,289

Changes in the long-term debt of the Village during the year ended May 31, 2015, were as follows:

Balance Debt Payment Balance
Beginning Incurred of Debt Ending
Water Improvement Loan $ 35,180 $ 92,850 $ (7,296) $ 120,734

Note 7 — Legal Debt Margin

The legal debt limitation available to the Village is based on 8.625 percent of the current assessed
valuation of the Village. The legal debt limitation for the Village based on a current assessed valuation
is as follows:

Assessed valuation $ 1,086,025

Statutory debt limitation
(8.625% of assessed valuation) $ 93,670

Total debt subject to limitation -

Legal debt margin $ 93,670

Note 8 — Risk Management

Significant losses are covered by commercial insurance. There have been no significant reductions in
insurance coverage. Settlement amounts, if any, have not exceeded insurance coverage for the
current year or the three prior years.

Note 9 — Proprietary Restricted Net Position

The Village has established water rates for specific purposes through an ordinance passed by the
Village Board. As of May 31, 2015, the Water Fund has restricted net position based on this ordinance
as follows:
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VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO FINANCIAL STATEMENTS (Continued)
May 31, 2015

Note 9 — Proprietary Restricted Net Position (Continued)

Restricted for water shed roof repairs $ 6,631
Restricted for loan repayment $ (1.838)
$ 4,793

During the fiscal year ending May 31, 2014 the Village Board established separate savings accounts to
maintain the revenues and expenses from these restrictions. As of the fiscal year ending May 31,
2015, the balance in these accounts does not match the amounts of restricted net position based on

the ordinance.

Savings Net Position Balance Over/

Balance Balance (Under) Funded
Roof Repair $ 4473 9% 6,631 $ (2,158)
Depreciation 12,310 - 12,310
Loan Repayment 3,063 (1,838) 4,901

$ 19,846 $ 4,793 $ 15,053

Note 10 — Subsequent Events

Subsequent events were evaluated through June 27, 2016, which is the date the financial statements
were available to be issued.

Note 11 — Related Parties

The Village had no related parties or related party transactions for the year ended May 31, 2015.

20
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SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE --

VILLAGE OF NORTH HENDERSON, ILLINOIS
REQUIRED SUPPLEMENTARY INFORMATION

BUDGET AND ACTUAL -- (CASH BASIS)
MAJOR FUND -- GENERAL FUND

For the year ended May 31, 2015

Page 10of 2
Original Final (Over) Under
Budget Budget Actual Budget
Revenues:
Property tax 4,713
Sales taxes 4083
State income tax 18,109
Utility tax 8,182
Replacement tax 174
Interest revenue 199
Other 1,064
Total revenues 36,524
Expenditures:
Administration
Personnel
Salaries $ 8,550 $ 8,550 3,940 3 4610
Social security 1,500 1,500 244 1,256
Medicare 450 450 57 393
Total administration personnel $ 10,500 $ 10,500 4,241 3 6,259
Contractual services
Maintenance services $ 2,800 3 2,800 1,200 $ 1,600
Audit 4,000 4,000 955 3,045
Legal services 4,000 4,000 7,386 (3,386)
Insurance 5,600 5,600 5,300 300
Animal control 1,000 1,000 741 259
Postage 450 450 19 431
Telephone 200 200 53 147
Publishing and printing 400 400 15 385
Dues 600 600 166 434
Training 300 300 - 300
Utilities 2,100 2,100 660 1,440
Recycling 2,000 2,000 900 1,100
Rental 300 300 60 240
Julie, Inc 100 100 20 80
Grant writing 2,000 2,000 - 2,000
Other contractual services 100 100 36 64
Total administration contractual services $ 25950 $ 25950 17,511 ] 8,439
Commodities
Office supplies $ 750 5 750 860 $ (110)
Other
Donations $ 250 $ 250 200 5 50
Miscellaneous 1,450 1,450 833 617
Total administration other $ 1,700 $ 1,700 1,033 3 667
Total Administration $ 38,900 $ 38,900 23,645 $ 157255

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE --
BUDGET AND ACTUAL -- (CASH BASIS)
MAJOR FUND -- GENERAL FUND (CONTINUED)

For the year ended May 31, 2015

F’age 20f2
Original Final (Over) Under
Budget Budget Actual Budget
Streets
Contractual services
Maintenance services $ 1500 $ 1,500 § - % 1,500
Vehicle repairs 3,000 3,000 161 2,839
Engineering 2,000 2,000 - 2,000
Street lighting 5,000 5,000 2,706 2,294
” Total street contractual services $ 11,500 $ 11,500 $ 2,867 5 8,633
Commodities
Gasoline and oil $ 1,000 $ 1,000 $ 603 3 397
22 Maintenance supplies 100 100 - 100
Total street commodities $ 1,100 $ 1,100 $ 603 3 497
Total Streets $ 12,600 $ 12,600 3 3,470 $ 9,130
1 Parks
Contractual services
Maintenance services $ 7,800 $ 7,800 3 3,083 $ 4,717
Utilities 1,800 1,900 791 1,109
Total park contractual services $ 9,700 $ 9,700 $ 3,874 $ 5,826
_ Total Parks $ 9700 % 9700 $ 3874 § 5,826
Capital Outlay $ 20,600 $ 20,600 $ - $ 20,600
Total Expenditures $ 81,800 $ 81,800 $ 30,989 $ 50,811
Excess of revenue over (under) expenditures $ 5,535
Other Financing Sources (Uses):
Transfers in (out) $ (31,133)
Excess of receipts over (under) expenditures $ (25,598)
Net change resulting from conversion to accrual basis (1,683)
Fund balance, June 1, 2014 67,459
Fund balance, May 31, 2015 $ 40,178

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF NORTH HENDERSON, ILLINOIS

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE --
BUDGET AND ACTUAL -- (CASH BASIS)
MAJOR FUND -- MOTOR FUEL TAX FUND

For the year ended May 31, 2015

Original Final (Over) Under
Budget Budget Actual Budget
Revenues:
Motor fuel tax 5 5,395
Interest revenue 48
Total revenues $ 5,443
Expenditures:
Maintenance services $ 60,000 $ 60,000 $ - $ 60,000
Engineering services 5,000 5,000 - 5,000
Legal services 500 500 - 500
Communications 1,100 1,100 - 1,100
Other expenditures 1,350 1,350 - 1,350
Total expenditures 3 67,950 $ 67,950 ) - $ 67,950
Excess of revenue over (under)
expenditures $ 5,443
Other Financing Sources (Uses):
Transfers in (out) $ 27,5675
Excess of receipts over (under) expenditures $ 33,018
Net change resulting from conversion to accrual basis (72)
Fund balance, June 1, 2014 52,152
Fund balance, May 31, 2015 $ 85,098

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

VILLAGE OF NORTH HENDERSON, ILLINOIS

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION --

BUDGET AND ACTUAL -- (CASH BASIS)
MAJOR FUND -- PROPRIETARY FUND -- WATER FUND

For the year ended May 31, 2015

Original Final (Over) Under
Budget Budget Actual Budget
Operating Revenue:
Charges for services $ 43,472
Operating Expenses:
— Personnel
Salaries $ 5,200 $ 5,200 $ 3300 % 1,900
Payroll taxes 400 400 252 148
» Contractual services
Maintenance services 20,000 20,000 9,540 10,460
Engineering fees 30,000 30,000 - 30,000
Accounting services 3,500 3,500 2,545 955
= Legal services 2,000 2,000 - 2,000
Data processing 2,300 2,300 960 1,340
Postage 1,200 1,200 606 594
B Printing and publishing 2,000 2,000 124 1,876
Telephone 800 800 479 321
Dues 600 600 253 347
Travel 300 300 - 300
Training 300 300 - 300
Utilities 9,200 9,200 2,561 6,639
Insurance 2,500 2,500 1,474 1,026
Miscellaneous 1,000 1,000 33,393 (32,393)
Commodities
Office supplies 900 g00 196 704
Operating supplies 400 400 - 400
= Chemicals 800 800 519 281
Capital outlay 390,000 390,000 388,633 1,367
Total operating expenses $ 473400 § 473,400 $ 444835 $ 28,565
Nonoperating Revenues (Expenses):
Interest income 3 - $ - 3 23 5 23
Other revenue - - - .
Grant revenue - - 231,542 231,542
Grant expense (3,000) (3,000) - 3,000
Interest expense (1,500) (1,500) (3,371) (1,871)
Transfers in (out) - - 3,558 3,558
Total nonoperating revenues
(expenses) $ (4,500) § (45000 $ 231,752 § 236,252
Excess of revenue over (under)
expenditures $ (169,611)
Net change resulting from conversion to accrual basis 412,779
Fund balance, June 1, 2014 175,216
Fund balance, May 31, 2015 $ 418,384

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

24



VILLAGE OF NORTH HENDERSON, ILLINOIS
NOTES TO SUPPLEMENTARY INFORMATION
May 31, 2015

1. Budget and Appropriations

The Village adopts an annual budget and appropriation ordinance in accordance with Chapter 50,
330/3 of the lllinois Revised Statues. The budget covers the fiscal year ending May 31. These
appropriations are adopted on a cash basis method of accounting.

Prior to the adoption of the annual budget and appropriation ordinance, the Village Board, at least 30
days prior to such adoption, shall make this proposed appropriation ordinance conveniently available
to public inspection and shall hold at least one public hearing thereon. Notice of this hearing shall be
posted in at least 3 public areas around the Village at least 30 days prior to the time of the public
hearing. Subsequent to the public hearing and before final action is taken on the annual budget and

appropriation ordinance, the Board may revise, alter, increase, or decrease the items contained
therein.

The schedule of revenues, expenditures, and changes in fund balances-budget and actual- for the
governmental fund types present legally adopted budgets with actual data on a budgetary basis.
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