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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of City Council
City of Beardstown, Illinois

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 City of Beardstown, Illinois, as of
and for the year ended April 30, 2015, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the modified-cash basis of accounting as described in Note A; This includes determining that the modified-
cash basis of accounting is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from materia] misstatement, whether due
to fraud or error.

Aunditor’s Responsibility

Our responsibility is to express opinicns 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 and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. 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 modified-cash
basis financial position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of
Beardstown, lllinois, as of April 30, 2015, and the respective changes in financial position, and, where applicable,
cash flows thereof for the year then ended in accordance with the modified-cash basis of accounting as described
in Note A.
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Other Matters
Basis of Accounting

We draw attention to Note A 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 opinion is not modified with
respect to that matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the schedule of funding
progress on page 54 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Beardstown, Illinois’ basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, and statistical section, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility 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 combining and individual nonmajor fund
financial statements and the schedule of expenditures of federal awards are fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 31, 2015, on our
consideration of the City of Beardstown, Illinois’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters, The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering City of Beardstown, Illinois’ imternal control over financial reporting and

compliance,
_ y, %
. . P
earlistown, Illinois
July 31, 2015
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CITY OF BEARDSTOWN, ILLINOIS
STATEMENT OF NET POSITION - MODIFIED CASH BASIS

ASSETS

Cash

Investments

Due from governmental entities

Notes Receivable

Property, plant and equipment - net of
accumulated depreciation

Internal balances

Deferred Qutflows of Resources:

Bond Issue Costs ~ net of accumulated amortization

Total Deferred Qutflows of Resources

Total Assets
LIABILITIES
Due to governmental entities
Noncurrent liabilities:

Due within one year

Due in more than one year
Total Liabilities
NET POSITION
Invested in Capital Assets, net of related debt
Restricted
Unrestricted

Total Net Position

The Notes to Financial Statements are an integral part of these financlal statements.

April 36, 2015
Primary Government
_Go_\"mgl'_m Component
Activities Activities Total Units
$ 2131346 § 1,224,350 $ 3,355,696 $ 451,597
257,059 240,125 497,184 2,084,487
158,520 158,520
. 14,075,785 14,075,785 1,143,101
214,148 214,148
- 158,501 158,501 -
- 158,501 158,501 -
2,761,073 15,698,761 18,459,834 3,679,185
214,148 - 214,148 -
- 404,498 404,498 .
- 5,846,315 5,846,315 -
214,148 6,250,813 6,464,961 -
- 7,824,972 7.824,972 1,143,101
1,857,854 1,622,976 4,169,901 2,536,084
639,071 - - -
$ 2,546,925 § 9,447,948 3 11,994,873 $ 3,679,185
Page 3
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CITY OF BEARDSTOWN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
APRIL 30, 2015

The City of Beardstown, Illinois (The "City) was incorporated in 1829, under the
provisions of the State of Illinois. The City operates under an Aldermanic form of
government and provides the following services as authorized by its charter; public
safety (police, fire and ambulance), streets, public improvements, planning and zoning,
and general administrative services. Other services include water and sewer operations.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1) Basis of Presentation and Accounting

The accounting and reporting framework and the more significant accounting principles
and practices of the City are discussed in subsequent sections of this Note. The
remainder of the Notes is organized to provide explanations, including required
disclosures, of the City’s financial activities for the fiscal year ended April 30, 2006. The
City implemented new reporting standards in accordance with the requirements of the
Governmental Accounting Standards Board. Comparability with reports of prior years
will be affected.

Beginning with the fiscal year ending April 30, 2005, the Governmental Accounting
Standards Board Statement (GASBS) No. 34 requires the City’s basic financial
statements to be presented on the full accrual basis of accounting and to conform to
accounting principles generally accepted in the United States of America. The City’s
reporting entity needs to apply all relevant Governmental Accounting Standards Board
(GASB) pronouncements, applicable Financial Accounting Standards Board (FASB)
pronouncements, and applicable Accounting Principles Board (APB) opinions, unless
these pronouncements conflict with or contradict GASB pronouncements. The accrual
basts of accounting is the only basis of accounting that conforms with accounting
principles generally accepted in the United States of America, Under the accrual basis of
accounting, revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as all eligibility requirements have been met. Also, the
accrual basis of accounting generally includes the reclassification or elimination of
internal activity (between or within funds).

GASBS No. 34 also requires the City to account for its transactions on a flow of
economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operations are included on the statements of net assets, Net
assets (i.e. total assets net total liabilities) are segregated into invested in capital assets,
net of related debt; restricted for debt service; and unrestricted components.

The City has elected not to conform to the requirements of GASBS No. 34. Although the

format of the financial statements still coincides with this pronouncement, the City does
not present its basic financial statements on the full accrual basis of accounting, nor does
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CITY OF BEARDSTOWN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
APRIL 30, 2015

the City account for its transactions on a flow of economic resources measurement focus.

All of the funds of the City are maintained on the modified cash basis of accounting,
which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America. Under the modified cash basis of accounting,
revenues are recognized when received, not earned; expenditures are recognized when
paid, not incurred. The City follows this basis with the following exception: revenue
bonds issued by the Tax Increment Financing District are recognized as liabilities on the
government-wide statement of net assets presented on page 3. Since the governmental
funds financial statements are presented on a different basis than the governmental
activities column of the government-wide financial statements, a reconciliation is
provided. These reconciliations briefly explain the adjustments necessary to transform
the fund financial statements into governmental activities column of the government-
wide financial statements.

2) Government-wide and Fund Financial Statements

The basic financial statements include both government-wide (based on the City as a
whole) and fund financial statements. The government-wide financial statements (i.e. the
statement of net position and the statement of activities) report information on all of the
non-fiduciary activities of the primary government. For the most part, the effect of inter-
fund activity has been removed from these statements, Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for
support. The previous reporting model emphasized fund types (the total of all funds of a
particular type), in the new reporting model as defined by GASBS No. 34 the focus is
either the City as a whole or major individual funds (within the fund financial
statements).

The government-wide statement of activities demonstrates the degree to which the direct
expenses of a functional category or activity are offset by program revenues. Direct
expenses are those that are clearly identifiable with specific function or activity. Program
revenues include charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or activity.

Taxes and other items not properly included among program revenues are reported
instead as general revenues.

The net cost (by function or business-type activity) is normally covered by general
revenue (property taxes, interest income, etc.).

Separate fund based financial statements are provided for governmental funds and
business-type activities. Major individual governmental funds are reported as separate
columns in the fund financial statements. The major governmental funds are the general
fund and tax increment financing. The major business-type activities are the City’s
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CITY OF BEARDSTOWN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
APRIL 30, 2015

waterworks and sewer system operations. GASBS No. 34 sets the minimum criteria
(percentage of assets, liabilities, revenues or expenditures of either fund category for the
governmental funds) for the determination of major funds. The nonmajor funds are
combined in a column in the fund financial statements. The nonmajor funds are detailed
in the combining section of the statements.

The major governmental funds of the financial reporting entity are described below:
Governmental Funds
General Fund

The General Fund is the primary operating fund of the City and always classified
as a major fund. It is used to account for all activities except those legally or
administratively required to be accounted for in other funds

Major Special Revenue Funds:
Tax Increment Financing Fund

The Tax Increment Financing Fund accounts for the receipts and disbursements
of the City’s three Tax Increment Financing District. The Districts main source
of revenue is based upon the increase in the equalized assessed valuation of

real estate located within the boundaries of each District. Expenditures from this
fund are used to improve public properties and private property to induce
economic activitiy.

The government-wide focus is more on the sustainability of the City as an entity
and the change in aggregate financial position resulting from the activities of the fiscal
period. The focus of the fund financial statements is on the major individual funds of the
governmental and business-type categories. Each presentation provides valuable
information that can be analyzed and compared to enhance the usefulness of the
information.

3. Measurement Focus/Basis of Accounting

The funds of the City, including all fund types and component units are maintained on a
basis of cash receipts and cash disbursements. The accompanying financial statements
have been prepared on the cash basis of accounting. Governmental generally accepted
accounting principles require that all funds except enterprise funds be accounted for
under the modified accrual basis. Under the modified accrual basis, revenue should be
recorded when it is both measurable and available to finance current expenditures of the
funds. Expenditures should be recorded at the time in which they are incurred. The
enterprise funds should be reported under the accrual basis of accounting. Under the
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CITY OF BEARDSTOWN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
APRIL 30, 2015

accrual basis of accounting, revenues are recognized when earned and expenses are
recognized when incurred. The statements do not purport to present financial position
and results of operations in accordance with governmental generally accepted accounting
principles. However, depreciation of fixed assets used in water and sewer operations has
been included in the financial statements.

4. The Reporting Entity

The City, for financial reporting purposes, includes all funds and account groups relevant
to the operation of the City. The financial statements presented herein do not include
agencies which have been formed under applicable state laws or separate and distinct
units of government apart from the City.

The financial statements of the City include those of separately administered
organizations that are controlled by or dependent on the City. Control or dependence is
determined on the basis of budget adoption, taxing authority, fund and appointment of the
respective governing board. All funds of the City and component units share the same
fiscal year ending of April 30.

Based on the foregoing criteria, the financial statements of the following organizations
are discretely presented in the accompanying financial statements:

Beardstown Public Library - The City Council appoints the Library Board, approves the
budget and levies taxes. The financial statements of the Beardstown Public Library are
included in the supplemental information section of this report.

Police Pension Fund - The Mayor appoints two of five members to the Board of Trustees.
The Trustees have the statutory authority to control and manage the Fund. The Trustees
determine the budget and the property tax levy, but cannot issue bonded debt. The Fund
is not part of another financial reporting entity. The Fund operates exclusively for the
benefit of the active, retired or disabled full-time police officers. The financial
statements of the Police Pension Fund are included in the supplemental information
section of this report.

Firefighters’ Pension Fund - The Board of Trustees is set by statute and include: Mayor,
City Treasurer, City Clerk, Fire Department Chief and three members chosen from active
firefighters and one retired firefighter, The Trustees have the statutory authority to
control and manage the Fund. The Trustees determine the budget and the property tax
levy, but cannot issue bonded debt without City Council approval. The Fund is not part
of another financial reporting entity. The Fund operates exclusively for the benefit of the
active, retired or disabled full-time firefighters. The financial statements of the
Firefighters’ Pension Fund are included in the supplemental information section of this

report.
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Beardstown Museum, Inc. is a non-for-profit corporation organized to promote and
operate the museum and Lincoln Courtroom located at 101 West Third Street in
Beardstown. The Board of Directors are appointed by and the budget is approved by the
City Council. The entity’s financial statements are included in the supplemental
information section of this report.

5. Fund Accounting

The accounts of the City are organized on the basis of funds or account groups, each of
which is considered to be a separate accounting entity. The operations of each fund are
accounted for by providing cash receipts and cash disbursements journals. This
information is analyzed and organized to provide a set of self-balancing accounts which
are comprised of each fund's assets, liabilities, fund equity, revenues, and expenditures or
expenses, as appropriate. Government resources are allocated to and for individual funds
based upon the purposes for which they are to be spent and the means by which spending
activities are controlled. The various funds are grouped, in these financial statements, into
four generic fund types and three broad fund categories as follows:

GOVERNMENTAL FUND TYPES

General Fund

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

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources
(other than special assessments, expendable trust, or major capital projects) that are
legally restricted to expenditures for specified purposes.

PROPRIETARY FUND TYPES

Business-Type Funds

Business-type funds are used to account for operations that are (a) financed and operated
in a manner similar to private business enterprises - where the intent of the governing
body is that the costs (expenses including depreciation) of providing goods or services to
the general public on a continuing basis be financed or recovered primarily through user
charges or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.
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4. PROPERTY, PLANT AND EQUIPMENT AND LONG TERM LIABILITIES

The accounting and reporting treatment applied to property, plant, and equipment and
long-term liabilities associated with a fund are determined by its measurement focus. All
governmental fund types are accounted for on a spending "financial flow" measurement
focus. This means that only current assets and current liabilities are generally included
on their balance sheets. Their reported fund balance (net current assets) is considered a
measure of "available spendable resources". Governmental fund operating statements
present increases (revenues and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. Accordingly, they are said to present a
summary of sources and uses of "available spendable resources" during a period.

It is the City's policy to expense the purchase of property, plant and equipment by all
governmental type funds. Therefore, a general fixed assets account group is not
maintained as required by governmental generally accepted accounting principles.

All proprietary funds are accounted for on a cost of services or "capital maintenance"
measurement focus, This means that all assets and liabilities (whether current or
noncurrent) associated with their activity are included on their balance sheets. Their
reported fund equity (net total assets) is segregated into contributed capital and retained
earnings components.

The City has adopted the accounting policy of not capitalizing "infrastructure” general
fixed assets (road, curbs and gutter, streets and sidewalks, and similar assets that are
immovable in nature and of value only to the City).

Expenditures for water and sewer system improvements have been capitalized and
includes the cost of improvements made since 1966. Additionally, interest expenses
incurred during the construction period are capitalized. Expenditures for water and sewer
system improvements are included in the enterprise balance sheet. Water and sewer
system improvements are depreciated on the straight line basis over an estimated useful
life of 40 years. Depreciation begins the first day of the fiscal year after the
improvements are completed. There was no interest capitalization during the fiscal year.
Total interest paid and expensed during the year by the Waterworks System was $19,635
and $38,300 was paid by the Sewerage System. The City does not budget for
depreciation expense for enterprise funds. This should be taken into account when
analyzing management’s' ability to accurately budget expenditures and operate within
that budget.

5. ACCRUED COMPENSATED ABSENCES

Accrued compensated absences have not been included in the financial statements. The
effects of this omission cannot be reasonably estimated.

Page —22



CITY OF BEARDSTOWN, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
APRIL 30, 2015

6. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those
estimates. ‘

7. LONG-TERM OBLIGATIONS

In the government-wide financial statements, and proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond premiums and discounts, as well as
issuance costs, are deferred and amortized over the life of the bonds using the straight-
line method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt.

8. NET POSITION/FUND BALANCES
Government-wide and Proprietary Statements
Equity is classified as net position and displayed in three components:

1. Invested in capital assets, net of related debt — Consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, leases or other borrowings
that are attributable to the acquisition, construction, or improvement of those
assets.

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

3. Unrestricted Net Position — All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”

9. FUND STATEMENTS
Governmental fund equity is classified as fund balance. Governmental fund balances are

classified as nonspendable, restricted, committed, assigned, or unassigned.
Nonspendable fund balance cannot be spent because of its form. Restricted fund balance
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has limitations imposed by creditors, grantors, or contributors or by enabling legislation
or constitutional provisions. Committed fund balance is a limitation imposed by the City
Council through approval of resolutions. Assigned fund balances is a limitation imposed
by a designee of the City Council. Unassigned fund balance in the General Fund is the
net resources in excess of what can be properly classified in one of the above four
categories.

Proprietary fund net position are classified the same as in the government-wide
statements,

When an expenditure is incurred for purposes for which both restricted and unrestricted
(committed, assigned, or unassigned) amounts are available, it is the policy of the City to
generally consider restricted amounts to have been reduced first. When an expenditure is
incurred for purposes for which amounts in any of the unrestricted fund balance
classifications could be used, it is the policy of the City that committed amount would be
reduced first, followed by assigned amounts, and then unassigned amounts. In both
instances, when a proposed expenditure is made with specific balances identified as the
source of the funding, that specific fund balance will be used.

OPERATING REVENUES AND EXPENSES - PROPRIETARY FUNDS

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

10. RESTRICTED ASSETS

Restricted assets include cash and certificates of deposit of special purpose tax levies that
are legally restricted as to their use, donor imposed restrictions, grant awards, and debt
issuance requirements. In all instances where an expenditure is incurred, when both
restricted and nonrestricted resources are available, the restricted resources are used first.

Proprietary Fund Types:
Waterworks:
Series 2007A Bond and Interest $46,032
Water Improvement Grant 1
IEPA Loan 17-2563 Bond & Interest 223,541
Series 2004 Bond Reserve 169,926
Series 2004 Replacement &
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Extension 32,407
Sewerage System
Series 2007B Bond & Interest 101,878
Jr Lien Bond Reserve 87,883
Jr Lien Bond Depreciation 47,407
Total Proprietary Fund Types $709,075

NOTE B. INTERFUND RECEIVABLES AND PAYABLES

Interfund receivables and payables may exist at the end of the fiscal year. These are
recorded in the appropriate fund statement of assets, liabilities, and fund balance arising
from cash transactions. Interfund transfers are periodically made to eliminate the
interfund receivable and payable.

NOTE C. STATEMENT OF CASH FLOWS

Cash equivalents for statement of cash flow purposes include only cash held in a
checking account. Investments in Certificates of Deposit are not considered cash
equivalents due to maturity dates in excess of ninety days.

NOTE D. CASH AND INVESTMENTS

The City maintains a cash pool that is available for use by all funds, except the Water
Improvement Grant Fund and the Flood Prevention Fund. Each fund type's portion of
this pool is displayed on the combined balance sheet as cash, restricted cash or fund
overdraft.

The Statutes authorize the City to invest in certificates of deposit, repurchase agreements,
passbooks and other available bank investments provided that approved securities are
pledged to secure those funds on deposit in an amount equal to the amount of those
funds. In addition the City can invest in direct debt securities of the United States unless
such an investment is expressly prohibited by law,

Investments made or redeemed during the year consisted solely of certificates of deposit
and NOW accounts held with local financial institutions.

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City’s
deposits may not be returned or the City will not be able to recover collateral securities in
the possession of an outside party. Deposits are insured by the Federal Deposit Insurance
Corporation (FDIC) in the amount of $250,000 for accounts bearing interest at a rate
greater than 0.5%.,

At April 30, 2015 the carrying amount of the City's deposits (checking and certificates of
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deposit) was $4,080,530 and the bank balance was $4,112,523. $525,184 of the bank
balance was covered by federal depository insurance, The remaining balance of
$3,587,339 is covered by a $4,000,000 irrevocable letter of credit issued by the Federal
Home Loan Bank of Chicago securing deposits at West Central Bank. This irrevocable
letter of credit is dated March 4, 2015 and expires September 4, 2015.

The City's deposits are categorized to give an indication of the level of risk assumed by
the City at year end. Category 1 includes deposits that are insured or registered or for
which the securities are held by the City or its agent in the City's name. Category 2
includes uninsured and unregistered deposits for which the securities are held by the
counterparty's trust department or agent in the City's name. Category 3 includes
uninsured and uncollateralized deposit.

Bank

Carrying Book

Value Value
Category 1 $4,112,523 $4,080,530
Category 2 $0 $0
Category 3 $0 $0

NOTE E. PROPERTY TAX

Property Taxes attach as an enforceable lien as of January 1. Taxes were assessed on
January 1, 2014 and are due and payable on or before July 1, 2014 and September 1,
2014. The County of Cass bills and collects the tax and remits the correct amount to the
City. Property tax revenues are recognized when received. Distributions are received
each month from July through December. The property tax levy ordinance for 2013
collected in 2014 was adopted by the City Council on December 17, 2013.

NOTE ¥, TOTAL COLUMNS ON COMBINED STATEMENTS - OVERVIEW

Total columns on the combined statements are captioned "memorandum only" to indicate
that they are presented only to facilitate analysis. Data in these columns do not present
financial position, or results of operations in conformity with generally accepted
accounting principles. Neither is such data comparable to a consolidation. Interfund
eliminations have not been made in the aggregation of this data.
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NOTE G. PROPRIETARY FUND CHANGES IN LONG-TERM DEBT

The following is a summary of enterprise revenue bonds transactions of the City for the
year ended April 30, 2015:

Payabie at Payable at

May 1, 2014 Retired Issued April 30, 2015
Waterworks, Series 2007A  $380,000 $25,000 §£ 355,000
Sewerage, Series 2007B 935,000 55,000 880,000
IEPA 172562 1,538,461 96,154 1,442,307
IEPA 172563 3,796,850 223,344 3,573,506
Water Bonds-Ser 2004 85,000 85.000 -0
Totals $6,735,311 $484498 £  -0- $6,250,813

The Proprietary Fund Long-Term Debt outstanding consists of:

1, $1,235,000, Sewerage System Series 2007B, due in annual installments, interest
payable semiannually at rates ranging from 3.75% to 4.20%.

2. $500,000, Waterworks System Series 2007A, due in annual installments, interest
payable semiannually at rates ranging from 3.75% to 4.20%.

3. 81,875,000 loan #172562 from IEPA for waterworks system improvements, 0%
interest, 39 semiannual installments of $48,077 beginning February 2011.

4. $4,313,577 loan #172563 from Illinois Environmental Protection Agency for
waterworks system improvements, 0% interest, principal payable in 40
semiannual installments of $97,794 beginning July, 2011.

NOTE H. DEFINED BENEFIT PENSION PLAN
A. REGULAR EMPLOYEES

Plan Description. The City’s defined benefit pension plan for Regular employees
provides retirement and disability benefits, post retirement increases, and death benefits
to plan members and beneficiaries. The employer plan is affiliated with the Illinois
Municipal Retirement Fund (IMRF), an agent multiple-employer plan. Benefit
provisions are established by statute and may only be changed by the General Assembly
of the State of Illinois. IMRF issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be
obtained on-line at www.imrf.org,
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Funding Policy. As set by statute, the City’s Regular plan members are required to
contribute 4.50 percent of their annual covered salary. The statute requires employers to
contribute the amount necessary, in addition to member contributions, to finance the
retirement coverage of its own employees. The employer annual required contribution
rate for calendar year 2014 was 11,80 percent. The employer also contributes for
disability benefits, death benefits, and supplemental retirement benefits, all of which are
pooled at the IMRF level, Contribution rates for disability and death benefits are set by
the IMRF Board of Trustees, while supplemental retirement benefits rate is set by statute.

Annual Pension Cost. For fiscal year ending December 31, 2014, the required
contribution for the calendar year 2014 was $120,891.

Three-Year Trend Information for the Regular Plan

Fiscal Percentage

Year Annual Pension of APC Net pension
Ending Cost (APC) Contributed Obligation
12/31/14 120,891 100% $0
12/31/13 124,880 92% $0
12/31/12 122,872 84% $0

The required contribution for 2014 was determined as part of the December 31, 2012,
actuarial valuation using the entry age normal actuarial cost method. The actuarial
assumptions at December 31, 2012, included (a) 7.5 percent investment rate of return (net
of administrative and direct investment expenses), (b) projected salary increases of 4.00%
a year, attributable to inflation, (c) additional projected salary increases ranging from
0.4% to 10% per year depending on age and service, attributable to seniority/merit, and
(d) post retirement benefit increases of 3% annually. The actuarial value of the City’s
Regular plan assets was determined using techniques that spread the effects of short-term
volatility in the market value of investments over a five-year period with a 20% corridor
between the actuarial and market value of assets. The City’s Regular plan’s unfunded
actuarial accrued liability at December 31, 2012 is being amortized as a level percentage
of projected payroll on an open 29 year basis.

Funded Status and Funding Progress. As of December 31, 2014, the most recent
actuarial valuation date, the Regular plan was 83.55 percent funded. The actuarial
accrued liability for benefits was $3,380,187 and the actuarial value of assets was
$2,824,048, resulting in an underfunded actuarial accrued liability (UAAL) of $556,139.
The covered payroll for calendar 2013 (annual payroll of active employees covered by
the plan) was $1,024,496 and the ratio of the UAAL to the covered payroll was 54
percent,

The schedule of funding progress, presented as RSI following the notes to the financial
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statements, presents multiyear trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for
benefits.

B. SHERIFF’S LAW ENFORCEMENT PERSONNEL

Plan Description. The City’s defined benefit pension plan for Sherifi’s Law
Enforcement Personnel employees provides retirement and disability benefits, post
retirement increases, and death benefits to plan members and beneficiaries. The City’s
plan is affiliated with the Illinois Municipal Retirement Fund (IMRF), an agent multiple-
employer plan. Benefit provisions are established by statute and may only be changed by
the General Assembly of the State of Illinois. IMRF issues a publicly available financial
report that includes financial statements and required supplementary information. That
report may be obtained on-line at www.imrf.org,

Funding Policy. As set by statute, the City’s Sheriff’s Law Enforcement Personnel plan
members are required to contribute 7.50 percent of their annual covered salary. The
statute requires employers to contribute the amount necessary, in addition to member
contributions, to finance the retirement coverage of its own employees. The employer
contribution rate for calendar year 2014 was 19.82 percent. The employer also
contributes for disability benefits, death benefits, and supplemental retirement benefits,
all of which are pooled at the IMRF level. Contribution rates for disability and death
benefits are set by the IMRF Board of Trustees, while supplemental retirement benefits
rate is set by statute.

Annual Pension Cost. For fiscal year ending December 31, 2014, the required
contribution for calendar year 2014 was $0.

Three-Year Trend Information for the Sheriff’s Law Enforcement Personnel Plan

Fiscal Percentage

Year Annual Pension of APC Net pension
Ending Cost (APC) Contributed Obligation
12/31/14 0 = $0
12/31/13 4,602 100% $0
12/31/12 9,347 100% $0
12/31/11 9,067 100% $0

The required contribution for 2014 was determined as part of the December 31, 2012,
actuarial valuation using the entry age normal actuarial cost method, The actuarial
assumptions at December 31, 2012, included (a) 7.5 percent investment rate of return (net
of administrative and direct investment expenses), (b) projected salary increases of 4.00%
a year, attributable to inflation, (c) additional projected salary increases ranging from
0.4% to 10% per year depending on age and service, attributable to seniority/merit, and
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(d) post retirement benefit increases of 3% annually. The actuarial value of the City’s
Sheriff’s Law Enforcement Personnel plan’s assets was determined using techniques that
spread the effects of short-term volatility in the market value of investments over a five-
year period with a 20% corridor between the actuarial and market value of assets. The
City’s Sheriff’s Law Enforcement Personnel plan’s unfunded actuarial accrued liability at
December 31, 2012 is being amortized as a level percentage of projected payroll on an
open 29 year basis.

Funded Status and Funding Progress. As of December 31, 2014, the most recent
actuarial valuation date, the Sheriff’s Law Enforcement Personnel plan was 79.26 percent
funded. The actuarial accrued liability for benefits was $185,104 and the actuarial value
of assets was $146,719, resulting in an underfunded actuarial accrued liability (UAAL) of
$38,385. The covered payroll for calendar year 2014 (annual payroll of active employees
covered by the plan) was $0 and the ratio of the UAAL to the covered payroll was 0
percent,

The schedule of funding progress, presented as RSI following the notes to the financial
statements, present multiyear trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for
benefits.

NOTE 1. REVOLVING LOAN FUND

The City, in cooperation with the Illinois Department of Community Affairs has
established a Revolving Loan Fund. The funds are to be used for loans to small business
to expand and improve operations and increase employment in the Beardstown area.

A $30,000 loan was made to Stanley Stern on January 5, 1996. The proceeds were used
to construct a 4,000 square foot building to house a PACT/Head Start program. Tri-
County Community Development Corporation and the First State Bank of Beardstown
also provided $205,400 in loans for this project. This loan bears interest at 3% and is
payable in 96 monthly installments of $167 with a $20,247 balloon payment due on
November 20, 2003. This loan was refinanced in November 2003 for 80 monthly
payments of $284, at 3.0% interest. This is secured by a third mortgage on the property.
The balance outstanding as of April 30, 2015 was $4,308. This loan is in default.

Loan to Roger Kent Haberman, d/b/a Haberman Heating, Air & Electric on October 24,
2001 for $15,500 to renovate a vacant commercial building to relocate his business. The
loan bears interest at 3% and is payable in 60 monthly installments of $279. This loan is
secured by the inventory, equipment, accounts receivable and other intangibles owned by
the corporation. The balance outstanding as of April 30 was $1,647.

Loan to Dustin Looker and Lori Schroll, d/b/a Looker’s Sports Bar. The loan of $15,000
bears interest at 3.0% and is payable in 120 monthly installments of $145. $4,046 is due
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as of April 30, 2015. This loan is in default.

$60,000 to E&L Siding & Remodeling, Inc. on October 6, 2006 to assist with renovations
to open lumber yard. This loan bears fixed rate interest at 3% and is payable in 60
monthly installments of $587 and a balloon payment of $32,823 on October 6, 2011,
$13,102 is due as of April 30,2015.

$25,000 to Loraine Brasel, d./b/a New Day Services/Su Casa on November 2, 2006 to
assist with purchase of inventory and equipment. This loan bears fixed rate interest at
3% and is payable in 60 monthly installments of $245 and a balloon payment of $13,646
on November 5, 2011. $4,300 is due as of April 30, 2015.

$31,500 loan to Dr. Susan Burge on August 9, 2011, This loan bears interest at a fixed
rate of 3% and is payable in 60 monthly installments of $304. The balancedue as of April
30,2015 is $0. The loan has been paid in full.

$150,000 loan to Canter Family Dental, PC on August 23, 2012 for the renovation of a
dental clinic. This loan bears interest at a fixed rate of 3% and is payable in 120 monthly
installments of $1,449. $117,860 is due as of April 30, 2015.

$21,300 to 88 Bar & Grill LLC for renovation of a tavern. This loan bears interest at a
fixed rate of 3% and is payable in 120 monthly installments of $206. The balance due as
of April 30, 2015 is $18,495.

NOTE J. PRESENTATION OF BUDGET INFORMATION

The budgetary data included in these financial statements was summarized from the
budget ordinance for the fiscal year ending April 30, 2015 to establish the budgeted
expenses. The budget is prepared based upon the expected cash receipts and cash
disbursements to be made. The budget was approved by the City Council on July 22,
2014. There were no amendments to the budget during the fiscal year,

NOTE K. SINKING FUND REQUIREMENTS

The following funds are required under the terms of each bond ordinance:
Waterworks Refunding Revenue Bonds, Series 2004
Operation and Maintenance: There shall be deposited and credited to the Operation and
Maintenance Account an amount sufficient, when added to the amount then on deposit in

such Account, to establish a balance equal to an amount not less than the amount
necessary to pay Operation and Maintenance Expenses for the then current and the next
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succeeding month.

Bond and Interest Account: There shall be deposited and credited to the Bond and
Interest Account and held, in cash and investments, a fractional amount (not less than
1/6) of the interest becoming due on the next succeeding interest payment date on all
Outstanding Bonds and also a fractional amount (not less than 1/12) of the principal
becoming due (or subject to mandatory redemption) on the next succeeding principal
maturity date of all of the Outstanding Bonds until there shall have been accumulated and
held in cash and investments in such Bond and Interest Account on or before the month
preceding such maturity date of interest ors principal, or both, an amount sufficient to pay
such principal or interest, or both.

In computing the fractional amount to be set aside each month in such Bond and Interest
Account, the fraction shall be so computed that a sufficient amount will be set aside in
such Account and will be available for the prompt payment of such principal of and
interest on all Outstanding Bonds and shall be not less than one-sixth (1/6) of the interest
becoming due on the next succeeding interest payment date and not less than one-twelfth
(1/12) of the principal becoming due (or subject to mandatory redemption) on the next
succeeding principal payment date on all Outstanding Bonds until there is sufficient
money in such Account to pay such principal or interest, or both.

Credits into such Bond and Interest Account may be suspended in any Fiscal Year at such
time as there shall be a sufficient sum held in cash and investments in such Bond and
Interest Account to meet principal and interest requirements in such Bond and Interest
Account for the balance of such Fiscal Year, but such credits shall again be resumed at
the beginning of the next Fiscal year. All moneys in such Bond and Interest Account
shall be used only for the purpose of paying interest and principal and applicable
premium on Outstanding Bonds. At the time of the delivery of any of the Bonds, such
amount, if any, determined necessary by the Corporate Authorities to be deposited into
such Bond and Interest Account from the proceeds of the Bonds.

Bond Reserve Account: There shall be deposited in and credited to such Bond Reserve
Account, up to the amount of the least of (as applicable, the “Reserve Requirement™)

(i) Maximum Annual Debt Service or (ii) 125% of average annual debt service or

(1if) 10% of the proceeds of the Bonds (“Reserve Requirement”), from funds in the Prior
Bond reserve account and thereafter as necessary, monthly deposits equal to at least
1/24th of Reserve Requirement until the Reserve Requirement is accumulated.
Thereafter, if any amounts are withdrawn from the Bond Reserve Account, such
withdrawals shall be restored by monthly deposits in an amount equal or greater of 1/12th
of the amount so withdrawn or 1/24th of the Reserve Requirement until the Reserve
Requirement has accumulated. Amounts to the credit of such Bond Reserve Account, if
any, shall be used to pay principal of or interest and applicable premium on the
Outstanding Bonds at any time when there are insufficient funds available in the Bond
and Interest Account to pay the same,
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Depreciation Account: There shall be credited to the Depreciation Account and held, in
cash and investments, all monies on deposit in the Prior Depreciation Account, up to
$15,000 (the “Depreciation Requirement™) of funds from the prior depreciation account
upon the issuance of the Bonds. In the event of any shortfall in meeting the Depreciation
Requirement, an amount equal to 1/24th of such shortfall shall be paid therein monthly
until the Depreciation Requirement is met.

Amounts to the credit of such Depreciation Account shall be used for (i) the payment of
the cost of extraordinary maintenance, necessary repairs and replacements, or
contingencies, the payment for which no other funds are available, in order that the
System may at all times be able to render efficient service and (ii) the payment of
principal of or interest and applicable premium on any Outstanding Bonds at any time
when there are no other funds available for that purpose in order to prevent a default and
shall be transferred to the Bond and Interest Account for such purpose.

Whenever an amount is withdrawn from such Account for the purpose stated in clause
(i) of the preceding paragraph, one-twelfth (1/12th) of the amount so transferred shall
each month be added to the amount to be next and thereafter credited to such
Depreciation Account until full reimbursement to such Account has been made. Each
expenditure to be made for such Account for the purpose stated in clause (i) of the
preceding paragraph shall be made only after a consulting engineer employed for that
purpose or the operator or superintendent of the Waterworks System has certified that
such expenditure is necessary to the continued effective and efficient operation of the
Waterworks System or after approval by 2/3’s vote of the Board Trustees of the City.

Surplus Account: All moneys remaining in the System Fund, after crediting the required
amounts to the respective accounts hereinabove provided for, and after making up any
deficiency in the above Accounts described in subsections (a) to (d), inclusive, shall be
credited to the Surplus Account and shall first be used to make up any subsequent
deficiencies in any of the Accounts hereinabove named and then, at the discretion of the
Board of Trustees of the City, shall be used, if at all, for one or more of the following
purposes (and not for any general corporate purposes) without any priority among them:

1} For the purpose of constructing or acquiring repairs, replacements, renewals,
improvements or extensions to the System; or

2) For the purpose of calling and redeeming Outstanding Bonds which are callable
at the time; or

3) For the purpose of paying principal and interest and applicable premium on any
subordinate bonds or obligations issued for the purpose of acquiring or
construction repairs, replacements, renewals, improvements and extensions to the
System; or

4) For any other lawful System purpose, including the purchase of Outstanding
Bonds at a price of not to exceed par and applicable premium plus accrued
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interest.

Investments: Money to the credit of the System Fund prior to the monthly accounting
and to the credit of the Operation and Maintenance Account may be invested pursuant to
any authorized granted to any municipal corporations by the Illinois statue or court
decision. Money to the credit of the Operation and Maintenance Account, Bond and
Interest Account, Bond Reserve Account and Depreciation Account may be invested
from time to time by the Treasurer of the City in (i) interest-bearing bonds, notes, or other
direct full faith and credit obligations of the United States of America, (ii) obligations
unconditionally guaranteed as to both principal and interest by the United States of
America, or (iii) certificates of deposit or time deposits of any bank or savings and loan
association, as defined by Illinois laws, provided such bank or savings and loan
association is insured by the Federal Deposit Insurance Corporation or a successor
corporation to the Federal Deposit Insurance Corporation and provided further that the
principal of such deposits are secured by a pledge of obligations as described in clauses
() (i) and (f) (ii) above in the full principal amount of such deposits, or otherwise
collateralized in such amount and in such manner as may be required by law. Such
investments may be sold from time to time by the Treasurer of the City as funds may be
needed for the purpose for which such Accounts have been created.

All interest on any funds so invested shall be credited to the applicable Account of the
System Fund and is hereby deemed and allocated as expended with the next expenditures
of money from the applicable Account of the System Fund.

Moneys in any of such accounts shall be invested by the City’s Treasurer, if necessary, in
investments restricted as to yield, which investments may be in U.S, Treasury Securities -
State and Local Government Series, if available, and to such and the Treasurer shall refer
to any investment restrictions covenanted by the City or any officer thereof as part of the
transcript of proceedings for the issuance of the Bonds, and to appropriate opinions of
counsel.

Waterworks Series 2007A Sinking Fund Requirements

Operation and Maintenance: There shall be deposited and credited to the Operation and
Maintenance Account an amount sufficient, when added to the amount then on deposit in
such Account, to establish a balance equal to an amount not less than the amount
necessary to pay Operation and Maintenance Expenses for the then current and the next
succeeding month.

Alternate Bond and Interest Account - Deposits are to be made to this account on a
monthly basis equal to one-fifth of the interest due at next payment date and one-tenth of
the principal due at next maturity date.
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Bond Reserve Account: There shall be deposited in and credited to such Bond Reserve
Account, up to the amount of the least of (as applicable, the “Reserve Requirement™)

(1) Maximum Annual Debt Service or (ii) 125% of average annual debt service or

(iii) 10% of the proceeds of the Bonds (“Reserve Requirement”), from funds in the Prior
Bond reserve account and thereafter as necessary, monthly deposits equal to at least
1/24th of Reserve Requirement until the Reserve Requirement is accumulated.
Thereafter, if any amounts are withdrawn from the Bond Reserve Account, such
withdrawals shall be restored by monthly deposits in an amount equal or greater of 1/12th
of the amount so withdrawn or 1/24th of the Reserve Requirement until the Reserve
Requirement has accumulated. Amounts to the credit of such Bond Reserve Account, if
any, shall be used to pay principal of or interest and applicable premium on the
Outstanding Bonds at any time when there are insufficient funds available in the Bond
and Interest Account to pay the same. This will be funded when the 2004 Bonds are paid
in full.

Depreciation Account: There shall be credited to the Depreciation Account and held, in
cash and investments, all monies on deposit in the Prior Depreciation Account, up to
$15,000 (the “Depreciation Requirement™) of funds from the prior depreciation account
upon the issuance of the Bonds. In the event of any shortfall in meeting the Depreciation
Requirement, an amount equal to 1/24th of such shortfall shall be paid therein monthly
unti] the Depreciation Requirement is met.

Amounts to the credit of such Depreciation Account shall be used for (i) the payment of
the cost of extraordinary maintenance, necessary repairs and replacements, or
contingencies, the payment for which no other funds are available, in order that the
System may at all times be able to render efficient service and (ii) the payment of
principal of or interest and applicable premium on any Outstanding Bonds at any time
when there are no other funds available for that purpose in order to prevent a default and
shall be transferred to the Bond and Interest Account for such purpose.

Whenever an amount is withdrawn from such Account for the purpose stated in clause
(i) of the preceding paragraph, one-twelfth (1/12th) of the amount so transferred shall
each month be added to the amount to be next and thereafter credited to such
Depreciation Account until full reimbursement to such Account has been made. Each
expenditure to be made for such Account for the purpose stated in clause (i) of the
preceding paragraph shall be made only after a consulting engineer employed for that
purpose or the operator or superintendent of the Waterworks System has certified that
such expenditure is necessary to the continued effective and efficient operation of the
Waterworks System or after approval by 2/3’s vote of the Board Trustees of the City.

This will be funded when the 2004 Bonds are paid in full.

Sewerage 2007B Sinking Fund Requirements
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Bond and Interest Account: Deposits are to be made to this account on a monthly basis
equal to one-fifth of the interest due at next payment date and one-tenth of the principal
due at next maturity date.

This is to be funded when the Series 1990 Bonds are paid in full.

Operation and Maintenance Account: There shall be credited to the Operation and
Maintenance Account an amount sufficient, when added to the amount then on deposit in
said Account, to establish a balance to an amount not less than the amount necessary to
pay Operation and Maintenance Costs for such System for the then current and the next
succeeding month. Amounts in said Account shall be used to pay such Operation and
Maintenance Costs.

Surplus Account: All moneys remaining in the Sewerage Fund, after crediting the
required amounts to the respective accounts hereinabove provided for, shall be credited
each month to the surplus Account. any funds remaining in the Surplus Account shall be
used, first, as may be provided in the Revenue Bond Ordinance, any Future Bond
Ordinance(s), as may be applicable, or otherwise, for any lawful corporate purpose,

Sewerage Bond Reserve Account: Monthly deposits of $1,300 are required until a sum
equal to the maximum annual debt service is achieved. The funds can only be expended
for bond interest and principal payments when the Sewerage Bond and Interest Account
does not have enough funds to meet the debt service. This is to be funded when the
Series 1990 Bonds are paid in full.

Sewerage Depreciation Account: Monthly deposits of $400 are required. The funds can
only be used to pay for extraordinary maintenance, necessary repairs and replacements,
or contingencies when no other funds are available or for the payment of bond principal
and interest to prevent or remedy a default, only if no other funds are available. This is to
be funded when the Series 1990 Bonds are paid in full.

NOTE L. WALMART DEVELOPMENT AGREEMENT

On September 17, 2007 the City entered into a redevelopment agreement with WailMart
Real Estate Business Trust and Wal-Mart Stores, Inc. for the purpose of enticing
WalMart to construct a WalMart Super Center. This agreement was amended December
4, 2012 and no payments were made until after that date. WalMart agreed to construct a
signalized intersection, widen a highway and an entrance drive. The City agreed to
extend water and sewer lines to the property. WalMart agreed to finance the costs of
preliminary engineering services as well as the cost of extension of the water and sewer
lines. The City agreed to pay WalMart quarterly, from sales tax increment, up to
$840,000. The sales tax increment is defined as 75% of the amount of City Sales Taxes
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received in excess of the amount that the City was receiving from the old WalMart store
that was closed upon the opening of the Super Center. The City’ obligation to under this
agreement ends upon paying the full reimbursement to WalMart or afier the City has
made payments to for twelve (12) full calendar years. This is not a general obligation of
the City and is payable only from the sales tax increment. The Super Center opened for
business on March 18, 2009.

The actual amount advanced from WalMart was $1,080,959.06. During this fiscal year
$85,462 was paid to Walmart. A total of $423,811 has been paid since the beginning of
this agreement.

NOTE M. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

To insure for property loss, worker‘s compensation and liability, the City has become a
member of the Illinois Counties Risk Management Trust (the Association).

The Association is a public entity risk pool that operates a common risk management and
insurance program, Membership consists of Illinois governmental entities that have
elected to participate, Full details of the coverages can be found later in this report and
are hereinto incorporates.

NOTE N. INTERFUND RECEIVABLES AND PAYABLES

The following interfund receivables and payables existed at April 30, 2015:

The General Fund owes the Tax Increment Financing Fund $214,148. Under the
Walmart Development Agreement the City has agreed to pay general sales tax increment

as described in Note L. Upon renegotiation of the agreement the City paid from TIF
amounts that were properly due from the General Fund,
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NOTE O. INTERFUND TRANSFERS

Transfer From Transfer To
General Cemetery
Cemetery Perpetual Cemetery
Care Operations

Cemetery Land
Purchase Operations

Waterworks Funds

Sewer System
Funds

Total Transfers

Amount

Purpose

114,310

12,419

13

739,241

293,565

$£1,159,549

Cemetery operating costs exceed the revenue
collected. The General Fund mekes up the deficit.

All income from the sale of cemeterylots and interest
income is transferred to Cemetery Operations to fund
cemetery operating costs.

All interest income is transferred to Cemetery
Operations to be use for operating expenses

All transfers made are done to satisfy bond sinking fund
requirement and to allocate money to the opcrations account

All transfers made are done to satisfy bond sinking fund
requirement and to allocate money to the operations account

NOTE P. EXPENDITURES IN EXCESS OF BUDGET

The City did not exceed its budget in any fund.
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NOTE Q. CAPITAL ASSETS

Capital asset activity for the year ended April 30, 2015 is as follows:

Balance Balance
May 1, 2014 Additions Deletions April 30, 2015

Business-type Activities:

Depreciable:
Property, Plant and Equipment $18,424,639 $0 $0 313,424,639
Less: Accumulated Depreciation (3.945911) {402,943) 0 ($4,348,854)
Business-type Activities Capital Assets-Ne $14,478.728 ($402.943) 3o 314075785

Depreciation Expense was charged to functions/programs of
the primary government as follows:

Waterworks 275,370
Sewerage 127,573
Total Depreciation Expense $402,943
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NOTE R. REVENUE BONDS
Waterworks System
Original Amount of Bond $1,875,000
Interest Rate 0.00%
Payable at:
Illinois Environmental Protection Agency
Springfield, Illinois
Bonds Mature Semiannually February 23
August 23
Year Ended April 30, Principal Interest Total
2016 $ 96,154.00 $ - § 96,154.00
2017 96,154 - 96,154
2018 96,154 - 96,154
2019 96,154 - 96,154
2020 96,154 - 96,154
2021 96,154 - 96,154
2022 96,154 - 96,154
2023 96,154 - 96,154
2024 96,154 - 96,154
2025 96,154 - 96,154
2026 96,154 - 96,154
2027 96,154 - 96,154
2028 96,154 - 96,154
2029 96,154 - 96,154
2030 96,151 - 96,151
Total 51,442,307 30 51,442,307
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Waterworks Refunding Revenue Bonds, Series 2004

Original Amount of Bond
Interest Rate

Paying Agent and Bond Registrar

Securities Depository

Bonds Mature Annually

Interest Payable Semiannually

Year Ended April 30,
4/30/2016

Total

$745,000
4.6% to 6.4%

UMB Bank NA
St. Louis, Missouri

Deposit Trust Company
New York New York

March 1
March 1
September 1
Principal Interest Total

0 0 0

%
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Serioe 2007A Bonds, The Waterworks System

Original Amount of Bond $500,000

Interest Rate 3.75%to0 4.20%

Paying Agent and Bond Registrar Amalgamated Bank of Chicago

Chicago, 1llinois
Bonds Mature Annually March 1
Interest Payable Semiannually March 1
September 1
Year Ended April 30, Principal Interest Total
4/30/2016 $ 25000.00 § 1481000 § 39,310.00
4/30/2017 25,000 13,810 38,810
4/30/2018 25,000 12,810 37,810
4/30/2019 25,000 11,760 36,760
4/30/2020 30,000 10,710 40,710
4/30/2021 30,000 9,450 39,450
4/30/2022 30,000 8,190 38,190
4/30/2023 30,000 6,930 36,930
4/30/2024 30,000 5,670 35,670
4/30/2025 35,000 4,410 39,410
4/30/2026 35,000 2,940 37,940
4/30/2027 35,000 1,470 36,470
Total $355,000 $102,960 $457,960
e
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Serioes 20078 Bonds, The Sewerage System

Qriginzal Amount of Bond $1,235,000
Interest Rate 3.75%to 4.20%
Paying Agent and Bond Registrar Amalgamated Bank of Chicago
Chicago, Illinois
Bonds Mature Annually March 1
Interest Payable Semiannually March 1
September 1
Year Ended April 30, Principal Interest Total
4/30/2016 60,000 36,100 96,100
4/30/2017 60,000 33,700 93,700
4/30/2018 65,000 31,300 96,300
4/30/2019 65,000 28,700 93,700
4/30/2020 70,000 26,100 96,100
4/30/2021 70,000 23,300 93,300
4/30/2022 75,000 20,430 95,430
4/30/2023 75,000 17,355 92,355
4/30/2024 80,000 14,280 94,280
4/30/2025 85,000 10,920 95,920
4/30/2026 85,000 7,350 92,350
4/30/2027 90,000 3,780 93,780
Total $880,000 $253,315  $1,133.315
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Waterworks System

Original Amount of Bond $3,813,977

Interest Rate 0.00%

Paying Agent and Bond Registrar Illinois Environmental Protection Agency

Bonds Mature Semiannually February 6

August 6
Year Ended April 30, Principal Interest Total
4/30/2016 $223,344.00 $ - $223,344.00
4/30/2017 223,344 0 223,344
4/30/2018 223,344 H 223,344
4/30/2019 223,344 0 223,344
4/30/2020 223,344 0 223,344
4/30/2021 223,344 0 223,344
4/30/2022 223,344 0 223,344
4/30/2023 223,344 0 223,344
4/30/2024 223,344 0 223,344
4/30/2025 223,344 0 223,344
4/30/2026 223,344 0 223,344
4/30/2027 223,344 0 223,344
4/30/2028 223,344 0 223,344
4/30/2029 223,344 0 223,344
4/30/2030 223,344 0 223,344
4/30/2031 223,346 0 223,346
Total $3,573,506 $0 _ $3,573,506
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SUMMARY OF DEBT SERVICE REQUIREMENTS TO MATURITY

The annual requirements to amortize bonds payable at April 30, 2015 are as follows:

Waterworks Sewerage System
Year Ended April 30, Principal Interest Tatal Principal Interest Total

4/30/2016 344,498 14,810 359,308 60,000 36,100 96,100
4/30/2017 344,498 13,810 358,308 60,000 33,700 93,700
4/30/2018 344,498 12,810 357,308 65,000 31,300 96,300
4/30/2019 344,498 11,760 356,258 65,000 28,700 93,700
4/30/2020 349,498 10,710 360,208 70,000 26,100 96,100
4/30/2021 349,498 5,450 358,948 70,00¢ 23,300 93,300
4/30/2022 349,498 8,190 357,688 75,000 20,430 95,430
4/30/2023 349,498 6,930 356,428 75,000 17,355 92,355
4/30/2024 349,498 5,670 355,168 80,000 14,280 94,280
4/30/2025 354,498 4,410 358,908 85,000 10,920 95,920
4/30/2026 354,498 2,940 357,438 85,000 7,350 92,350
4/30/2027 354,498 1,470 355,968 90,000 3,780 93,780
4/30/2028 319,498 - 319,498 - - -
4/30/2029 319,498 - 319,498 - -
4/30/2030 319,495 - 319,495 - -
4/30/2031 223,346 - 223,346 -

Totals $ 5370813 § 102960 $ 5473,773 § 880,000 § 253,315 § 1,133,315
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G900 F. 15th Street » PO Box 139 = Beardstown, 1L 62618-013% « 217.323.53106 « FAX 217.323.53505
2918 Greenbriar Drive, Suite B « Springtield, [L 627004« 217.726.7001 » FAX 217.726.79-14

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the City Council
City of Beardstown, Illinois

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of City of Beardstown, Illinois, as of and for the year
ended April 30, 2015, which collectively comprise the City of Beardstown’s basic financial statements
and have issued our report thereon dated July 31, 2015,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Beardstown, Illinois’ internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City of Beardstown, Illinois’ internal control.
Accordingly, we do not express an opinion on the effectiveness of the City of Beardstown, Iilinois’
internal control.

A deficiency in internal control exists when the design or operation of a contro! 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 combination
of deficiencies, in interna! control, such that there is a reasonably possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. 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 aftention by those charged with
governance.

Our consideration of internal contro{ was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over financial reporting that
might be material weaknesses or, significant deficiencies. Given these limitations, during our audit we
did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weakness may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Beardstown, Illinois’ financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
matertal effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

I Pay . 2

Beardstown, Illinois
July 31, 2015
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