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INDEPENDENT AUDITOR’S REPORT
October 26, 2020

To the Trustees of
Tri-Township Water District
180 State Route 160
Trenton, Illinois 62293

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of Tri-
Township Water District, Trenton, Illinois, as of and for the year ended April 30, 2020,
and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the modified cash basis of accounting described in Note
1B; 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
material misstatement, whether due to fraud or error,

-1

MEMBERS AMERICAN INSTITETE OF CERTIFIED PUBLIC ACCOUNTANTS, ILLINCIS CPA SOCIETY



Auditor’s Responsibility

QOur responsibility is to express an opinion 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
cvaluating the overall presentation of the financial statements.

We believe that the audit cvidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the modified cash basis financial position of Tri-Township Water District,
Trenton, Illinois, as of April 30, 2020, and the changes in modified cash basis financial
position and cash flows thereof for the year then ended in accordance with the modified
cash basis of accounting described in Note 1B.

Basis of Accounting

We draw attention to Note 1B 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
this matter.




Other Matters

QOther Information

Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise the District’s basic financial statements. The
Summary Statement of Revenue and Expenses and Comparison with Budget on page 29,
which is the responsibility of management, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has
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 it.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise the District’s basic financial statements. The
Revenue Account Requirements on pages 30 through 32 are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The
schedule of expenditures of federal awards on pages 33 and 34 is presented for purposes
of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, and is also not a required part of the basic financial statements.

The Revenue Account Requirements and the schedule of expenditures of federal awards
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 Revenue Account Requirements 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.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 26, 2020, on our consideration of Tri-Township Water District, Trenton, IHlinois’
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 solely 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 the effectiveness of Tri-Township Water District, Trenton, Illinois’ 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 Tri-
Township Water District, Trenton, Illinois’ internal control over financial reporting and
compliance.

Respectfully submitted,

Wondse + Ahancratin e

Krehbiel & Associates, LLC
Certified Public Accountants
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INDEPENDENT AUDITOR’S 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

October 26, 2020

To the Trustees of
Tri-Township Water District
180 State Route 160
Trenton, {llinois 62293

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 Tri-Township Water District, Trenton, Illinois, as of and for
the year ended April 30, 2020, and the related notes to the financial statements, which
collectively comprise Tri-Township Water District, Trenton, Illinois® basic financial
statements and have issued our report thercon dated October 26, 2020. The financial
statements were 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.
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Tri-
Township Water District, Trenton, 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 opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Tri-Township Water
District, Trenton, Illinois’ internal control. Accordingly, we do not express an opinion on
the effectiveness of Tri-Township Water District, Trenton, Illinois’ internal control.

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

Qur consideration of internal control was for the limited purpose described in the first
paragraph of this section 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 have not been identified.
We did identify a deficiency in internal control, described in the accompanying schedule
of findings and questioned costs as item 2020-1 that we consider to be a material
weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Tri-Township Water District,
Trenton, Illinois’ financial statements are free from 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 material effect on the
determination of financial statements 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.



Tri-Township Water District’s Response to Findings

Tri-Township Water District, Trenton, Illinois’ response to the findings identified m our
audit is described in the accompanying schedule of findings and questioned costs. Tri-
Township Water District, Trenton, Illinois’ response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on it.

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 District’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Governmment Auditing Standards in
considering the District’s internal control and compliance.  Accordingly, this
communication is not suitable for any other purpose.

Respectfully submitted,

M&ﬂ + aMMAonﬁ,U-C—
Krehbiel & Associates, LLLL.C
Certified Public Accountants
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OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

October 26, 2020

To the Trustees of
Tri-Township Water District
180 State Route 160
Trenton, Hlinois 62293

Report on Compliance for Each Major Federal Program

We have audited Tri-Township Water District, Trenton, Illinois’ compliance with the
types of compliance requirements described in the OMB Compliance Supplement that
could have a direct and material effect on each of Tri-Township Water District, Trenton,
Illinois’ major federal programs for the year ended April 30, 2020, Tri-Township Water
District, Trenton, Illinois’ major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the

terms and conditions of its federal awards applicable to its federal programs.

-8-
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Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Tri-Township
Water District, Trenton, Hlinois” major federal programs based on our audit of the types
of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence
about Tri-Township Water District, Trenton, Illinois’ compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for
cach major federal program. However, our audit does not provide a legal determination
of Tri-Township Water District, Trenton, Illinois’ compliance.

Opinion on Each Major Federal Program

In our opinion, Tri-Township Water District, Trenton, Illinois complied, in all materjal
respects, with the types of compliance requirements referred to above that could have a
direct and material effect on each of its major federal programs for the year ended April
30, 2020,

Report on Internal Control over Compliance

Management of Tri-Township Water District, Trenton, Illinois is responsible for
establishing and maintaining effective internal control over compliance with the types of
compliance requirements referred to above. In planning and performing our audit of
compliance, we considered Tri-Township Water District, Trenton, Illinois’ internal
control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Tri-Township Water
District, Trenton, Illinois’ internal control over compliance.

-9-




A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or a combination
of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over complianee is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness
in internal control over compliance, yet important enough to merit attention by those
charged with governance.

QOur consideration of internal control over compliance 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 compliance that might be material weaknesses or
significant deficiencies. We did not identify any deficiencies in internal conirol over
compliance that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing
based on the requirements of the Uniform Guidance. Accordingly, this report is not
suitable for any other purpose.

Respectfully Submitted,
Krehbiel & Associates, 1LI.C
Certified Public Accountants
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Tri-Township Water District, Trenton, Illinois
Statement of Net Position — Modified Cash Basis

April 30, 2020
ASSETS
Current Assets:
Cash $ 357,567
Total Current Assets 357.567
Noncurrent Assets:
Restricted Cash 693,043
Capital Assets, net of accumulated depreciation 5,893,858
Total Noncurrent Assets 6,586,901
Total Assets 6.944.468
LIABILITIES
Current Liabilities:
Revenue Bonds — Current Portion 150,000
Installment Bonds — Current Portion 10,370
Note Payable — Current Portion 6,410
Total Current Liabilities 166,780
Noncurrent Liabilities:
Revenue Bonds - Long-Term Portion 5,832,872
Instaliment Bonds — Long-Term Portion 256,746
Note Payable — Long-Term Portion 121,442
Total Noncurrent Liabilities 6,211,060
Total Liabilities 6,377,840
NET POSITION
Net investment in capital assets (483,982)
Restricted for bond and interest 274,009
Restricted for depreciation reserve 39,000
Restricted for reserve 378,600
Restricted for construction 1,434
Unrestricted 357,567
Total Net Position $ 566,628

See accompanying notes to the basic financial statements.
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Tri-Township Water District, Trenton, Illinois

Statement of Revenues, Expenses, and Changes in Fund Net Position —

Modified Cash Basis
For the Fiscal Year Ended April 30, 2020

Operating Revenues:
Charges for Services:

Treated Water Sales $ 947,321
Tap on Fees 101,250
Solar Renewable Energy Credits 6,612
Miscellaneous Revenues 12,820
Total Operating Revenues 1,068,003
Operating Expenses:
Wages and Payroll Taxes 109,662
Contract Services 78,744
Insurance Expense 19,839
Utilities 20,956
Professional Fees 30,628
Water 214,657
Office and Administrative Expenses 25,201
General Operating Expenses 85,296
Miscellaneous Expense 12,960
Depreciation Expense 204,969
Total Operating Expenses 802,912
Operating Income (Loss) 265,091
Non-Operating Revenues (Expenses):

Other Income 0
Gain on Sale of Assets 0
Interest Income 2,134
Bond Issuance Costs (19,450)
Interest Expense (225.211)
Total Non-Operating Revenues (Expenses): (242,527)
Increase/(Decrease) in Net Position 22,564
Total Net Position — Beginning 544,064
Total Net Position — Ending $ 566,628

See accompanying notes to the basic {inancial statements.
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Tri-Township Water District, Trenton, Illinois
Statement of Cash Flows — Modified Cash Basis
For the Fiscal Year Ended April 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 1,068,003
Payments to suppliers (488,281)
Payments to employees and payroll taxes {109.662)
Net Cash Provided by Operating Activities 470.060
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Sale of capital assets 0
Purchase of capital assets {1,492,912)
Principal paid on capital debt {165,921)
Interest paid on capital debt (225,211)
Debt issuance costs (19,450)
Advance on capital debt 1,381,872
Net Cash Provided by {(Used In) Capital and Related Financing Activities (521.622)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest 2,134
Net Cash Provided by Investing Activities 2,134
Net Increase/{Decrease) in Cash and Cash Equivalents (49,428)
Balance - Beginning of the Year 1,100,038
Balance — End of the Year 3 1,050,610

Reconciliation of operating income (loss) to net cash provided by
operating activities:
Operating income (loss) $ 265,091
Adjustments to reconcile operating income to net cash provided (used)
by operating activities:
Depreciation expense 204,969

Net cash provided by operating activities $ 470,060

See accompanying notes to the basic financial statements.
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Tri-Township Water District, Trenton, Illinois
Statement of Cash Flows — Modified Cash Basis
For the Fiscal Year Ended April 30, 2020

(CONTINUED)

Reconciliation to the Statement of Net Position -

Modified Cash Basis:
Cash and Cash Equivalents § 357,567
Restricted Cash — Bond and Interest 274,009
Restricted Cash - Depreciation Reserve 39,000
Restricted Cash — Reserve 378,600
Restricted Cash — Construction 1.434

$ 1,050,610

See accompanying notes to the basic financial statements.
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Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30, 2020

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tri-Township Water District was organized and incorporated in the year 1994 under and
pursuant to the provisions of the general laws of the State of Illinois providing for the
organization of water districts, including the Public Water District Act (Section
3705/0.01 et seq. of Chapter 70 of the Illinois Compiled Statutes [70 ILCS 3705/0.01 et
seq.]). The cost of Phase I of the water distribution system was defrayed by loans from
Rural Development of the United States Department of Agriculture and a grant pursuant
to the applicable Section of the Rural Development Act.

The District’s Trustees are appointed by the Madison, St. Clair and Clinton County
Boards from the water system users. The District has oversight authority over no other
entity and no other entity effectively has control over the District. The financial
statements are of Tri-Township Water District and include no other financial information.

As discussed further in Note 1, these financial statements are presented on the modified
cash basis of accounting. This modified basis of accounting differs from accounting
principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles.

1.A. FINANCIAL REPORTING ENTITY

-For financial reporting purposes, the accompanying financial statements include all of the
operations over which the District is financially accountable. As defined by GASB
Statement No. 14 and No. 39, component units are legally separate entities that are
included in the District’s reporting entity because of the significance of their operating or
financial relationships with the District. There are no component units to report.

1.B. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING
Measurement focus is a term used to describe “how’ transactions are recorded within the

various financial statements. Basis of accounting refers to “when” transactions are
recorded regardless of the measurement focus applied.
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Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30,2020

MEASUREMENT FOCUS

The District accounts for its operations in an enterprise fund (a type of proprietary fund)
using the economic resources measurement focus within the limitations of the modified
cash basis of accounting. All assets and liabilities associated with the operation of the
District are included on the Statement of Net Position. All revenues, expenses and
increases/decreases in total economic net worth are included on the Statement of
Revenues, Expenses and Changes in Fund Net Position.

An enterprise fund distinguishes 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 the District’s principal ongoing
operations. The principal operating revenues of the District are charges to customers for
treated water sales. Operating expenses for the District 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.

BASIS OF ACCOUNTING

In the enterprise fund financial statements, business-like activities are presented using the
modified cash basis of accounting. This basis recognizes assets, liabilities, net position,
revenues, and expenses when they result from cash transactions with a provision for
depreciation. This basis is a basis of accounting other than accounting principles
generally accepted in the United States of America.

As a result of the use of the modified cash basis of accounting, certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided services
not yet collected) and certain liabilities and their related expenses (such as accounts
payable and expenses for goods or services received but not yet paid, and accrued
expenses and liabilities) are not recorded in these financial statements.

If the District utilized the basis of accounting recognized as generally accepted, the
financial statements would use the accrual basis of accounting.

-16-



Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30, 2020
1.C. ASSETS, LIABILITIES, AND EQUITY

CASH AND CASH EQUIVALENTS

For the purpose of financial reporting, “cash and cash equivalents” includes all demand
and savings accounts and certificates of deposit or short-term investments.

CAPITAL ASSETS

The District’s modified cash basis of accounting reports capital assets resulting from cash
transactions and reports depreciation where appropriate.

Depreciation of all exhaustible capital assets arising from cash transactions is recorded as
an expense in the Statement of Revenues, Expenses, and Changes in Fund Net Position,
with accumulated depreciation reflected in the Statement of Net Position. Depreciation is
provided over the asscts’ estimated useful lives using the straight-line method of
depreciation. A capitalization threshold of $5,000 is used to report capital assets. The
range of estimated useful lives by type of asset is as follows:

Buildings & Improvements 25-40 years

Land Improvements 10-20 years
Machinery & Equipment 5-10 years
Vehicles 5-10 years
Utility Systems 25-40 years

LONG-TERM DEBT

All long-term debt arising from cash basis transactions is reported as liabilities in the
financial statements.
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Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30, 2020

EQUITY CLASSIFICATION

Net position represents the difference between assets and deferred outflows of resources,
and liabilities and deferred inflows of resources. The District does not have any deferred
outflows of resources or any deferred inflows of resources due to their use of the
modified cash basis of accounting. Net investment in capital assets consists of cost of
capital assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowing used for the acquisition, construction or improvement of those assets. Net
position is reported as restricted when there are limitations imposed on its use either
through the enabling legislation adopted by the District or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments. All other net
position is reported as unrestricted.

The District applics restricted resources first when an expense is incurred for purposes for
which both restricted and unrestricted net position is available.

1.D. REVENUES AND EXPENSES

OPERATING REVENUE AND EXPENSES

Operating revenues and expenses result from providing services and producing and
delivering goods and/or services. They also include all revenues and expenses not related
to capital and related financing, noncapital financing, or investing activities.

1.E. USE OF ESTIMATES

The preparation of financial statements in conformity with the modified cash basis of
accounting used by the District requires management to make estimates and assumptions
that affect certain reported amounts and disclosures (such as estimated useful lives in
determining depreciation expense); accordingly, actual results could differ from those
estimates.

NOTE 2. DETAIL NOTES — TRANSACTION CLASSES/ACCOUNTS

The following notes present detail information to support the amounts reported in the
basic financial statements for its various asscts, liabilities, net position, revenues, and
expenses.
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Tri-Township Water District, Trenton, Iilinois
Notes to Financial Statements
April 30, 2020
2.A. CASH AND INVESTMENTS

CUSTODIAL CREDIT RISK — DEPOSITS

Custodial credit risk is the risk that, in the event of a bank failure, the District will not be
able to recover its deposits or will not be able to recover collateral securities that are in
the possession of an outside party. The District does not have a formal deposit policy for
custodial credit risk.

At April 30, 2020, the District’s deposits had a carrying amount of $1,050,410. The bank
balance on deposit with the District’s financial institutions at April 30, 2020 was
$1,061,718. Of the bank balance, $569,030 was covered by federal depository insurance
and $492,688 was uninsured but collateralized with securities held by the pledging
financial institution. At year end, the District’s petty cash fund was $200.

CASH AND INVESTMENTS

The District is allowed to invest in securities as authorized by the [llinois Compiled
Statutes, Chapter 30 ILCS 235/2 and 235/6; and Chapter 105 ILCS 8-7. A brief summary
of allowable investments is as follows:

a. Direct obligations of the U.S. Government, its agencies and
instrumentalities to which the full faith and credit of the U.S. Government
is pledged, or obligations to the payment of which the full faith and credit
of the State is pledged.

b. Certificates of deposit or savings accounts that are either insured or secured
with acceptable collateral with in-state financial institutions, and fully
insured certificates of deposit or savings accounts in out-of-state financial
institutions.

c. With certain limitation, negotiable certificates of deposit, prime bankers
acceptances, prime commercial paper, and repurchase agreements with
certain limitations.

d. County, municipal, or school district tax-supported debt obligations, bond
or revenue anticipation notes, money judgments, or bond or revenue
anticipation notes of public trusts whose beneficiary is a county,
municipality, or school district.
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Tri-Township Water District, Trenton, Hlinois
Notes to Financial Statements
April 30, 2020

€. Notes or bonds secured by mortgage or trust deed insured by the Federal
Housing Administrator and debentures issued by the Federal Housing
Administrator, and in obligations of the National Mortgage Association.

f. Money market funds regulated by the Securities and Exchange Commission
and in which investments consist of the investments mentioned in the
previous paragraphs a, b, ¢, and d.

During the year ended April 30, 2020, the District did not have any investments.

2.B. RESTRICTED ASSETS

Amounts shown as restricted assets are composed of various items. Amounts shown as
restricted for depreciation reserve, bond and interest and reserve represent revenucs that
have been restricted by revenue bond ordinances passed relative to Phase I, II and III
Revenue and Instaliment Bonds to be used for the specified purposes contained within
the ordinance. Further details surrounding the bond ordinances can be found in the
Supplementary Information section of these financial statements.

As of April 30, 2020, restricted assets are comprised of the following amounts:

Depreciation Reserve $ 39,000
Bond and Interest 274,009
Reserve Accounts 378,600
Construction Account 1,434

Restricted Cash $ 693.043
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Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30, 2020

2.C. CAPITAL ASSETS

Capital asset activity, resulting from modified cash basis transactions, for the fiscal year
ended April 30, 2020, was as follows:

Balance at Balance at
May 1, 2019 Additions Deductions  April 30, 2020

Capital Assets not being Depreciated:

Land $ 130,067 $ 0 % 0% 130,067
Construction in Process 93.937 1,355,552 67.000 1,382,489
Total Capital Assets not being
Depreciated 224,004 1.355,552 67.000 1,512.556
Other Capital Assets:
Water System 7,469,052 8,680 0 7,477,732
Building and Improvements 245,816 195,680 0 441,496
Field and Office Equipment 132,510 0 0 132,510
Total Other Capital Assets at
Historical Cost 7.847,378 204.360 0 8,051,738
Less Accumulated Depreciation for:
Water System 3,332,285 186,853 0 3,519,138
Building and Improvements 16,325 11,843 0 28,168
Tield and Office Equipment 116.857 6,273 0 123,130
Total Accumulated Depreciation 3,465,467 204.969 0 3.670.436
Other Capital Assets, net 4,381,911 (609) 0 4,381,302
Capital Assets, net $ 4605915 § 1354943 $ 67,000 § 5,893,858
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Tri-Township Water District, Trenton, Illinois

Notes to Financial Statements
April 30, 2020

2.D. LONG-TERM DEBT

As of April 30, 2020, long-term debt arising from cash transactions consisted of the following:

Revenue Bonds:

- $2,940,000 Waterworks System Revenue Bonds to Rural
Development, dated January 22, 1997, principal payable
annually on May 1, interest payable semi-annually on May 1
and November 1 at 4.875%, final payment due May 1, 2036
(Phase I)

$2,000,000 Waterworks System Revenue Bonds to Rural
Development, dated December 27, 1999, principal payable
annually on May 1, interest payable semi-annually on May 1
and November 1 at 4.375%, final payment due May 1, 2038
(Phase 1)

$1,500,000 Waterworks System Revenue Bonds to Rural
Development, dated July 9, 2009, principal payable
annually on May 1, interest payable semi-annually on May 1
and November 1 at 3.50%, final payment due May 1, 2048
(Phase III)

$1,381,872 Waterworks System Revenue Bonds to Rural
Development, dated May 15, 2019, principal payable
annually on May 1, interest payable semi-annually on May 1
and November 1 at 3.875%, final payment due May 1, 2054
(Phase I'V)

Installment Bonds:

- $400,000 Waterworks System Revenue Installment Bond to

Rural Development, dated March 5, 1997, principal and interest
payable annually on May ! with interest at 5.0%, final payment

due May 1, 2036 (Phase I Installment Bonds)
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Tri-Township Water District, Trenton, Illinois
Notes to Financial Statements
April 30, 2020

2.D. LONG-TERM DEBT (CONTINUED)

Note Payable:

- Note Payable to Bradford National Bank for real estate located
at 180 State Route 160, Trenton, IL, payable in monthly

installments of $794.06 with the final payment due
September 1, 2036. The loan has a 2.5% interest rate and

is secured by the aforementioned real estate. 127,852
Total Long-Term Debt $ 6,377,840
PLEDGED REVENUES

The District has pledged future water revenues, net of specified operating expenses for the
water system, to repay 100% of the Revenue and Installment Bonds as described above.
Proceeds of the bonds were used to fund capital improvement projects. The bonds are payable
through May 1, 2054. As of April 30, 2020, pledged net water revenues required for future
principal and interest payments on the bonds totaled $9,823,540. Total principal and interest
paid on bonds from net water revenues was $381,604 and net water revenues were $470,060
for the year ended April 30, 2020. See the Supplementary Information section of these
financial statements for further details on revenue bond ordinances related to outstanding
Revenue and Installment Bonds.

CHANGES IN LONG-TERM DEBT

The following is a summary of changes in long-term debt for the year ended April 30, 2020:

Amount Due
Balance Balance Within One
Type of Debt May 1, 2019 Additions Reductions April 30, 2020 Year
Revenue Bonds:
Phase I $ 2,040,000 $ 0 S 80,000 % 1,960,000 § 80,000
Phase 1T 1,480,000 0 40,000 1,440,000 40,000
Installment Bonds 276,983 0 9,867 267,116 10,370
Phase 111 1,231,000 0 30,000 1,201,000 30,000
Phase IV 0 1,381,872 0 1,381,872 0
Note Payable:
Bradford Bank 133,906 ] 6.054 127.852 6.410
Totals ) 5,161,889 § 1,381,872 3 165,921 $ 6,377,840 % 166,780
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Tri-Township Water District, Trenton, Illinois
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DEBT SERVICE REQUIREMENTS TO MATURITY

The annual debt service requirements to maturity, including principal and interest, for
long-term debt, as of April 30, 2020, are as follows:

Fiscal Year
Ended April 30 Principal Interest Total
2021 $ 166,780 § 240,473 $ 407,253
2022 187,460 259,430 446,890
2023 208,171 250,756 458,927
2024 208,913 241,665 450,578
2025 234,688 231,955 466,643
2026-2030 1,251,327 1,001,774 2,253,101
2031-2035 1,566,612 693,429 2,260,041
2036-2040 1,231,016 343,790 1,574,806
2041-2045 515,000 202,088 717,088
2046-2050 476,000 103,279 579,279
2051-2055 331.873 32.877 364,750
Total $ 6377840 $§ 3601516 $ _ 9.979.356

NOTE 3. OTHER NOTES
3.A. EMPLOYER PENSION AND OTHER BENEFIT PLANS

The District does not participate in the Illinois Municipal Retirement Fund. However,
employees are covered under social security.

3.B. RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to, or

destruction of assets; errors and omissions; injuries to employees; employees’ health and
life; and natural disasters.
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The District manages these various risks of loss through the purchase of commercial

insurance, summarized as follows:

Coverage Expiration
Name and Policy Type Amount Date Risks Covered
Auto Owners Insurance Company
General Liability 3,000,000 2-26-21 Coverage Part Aggregate
1,000,000 General Liability per Occurrence
300,000 Fire Damage per Occurrence
10,000 Medical Payments
(Any One Person)
454,600 Office
4,000 Antenna
75,000 Water Lift Pump
600,000 Water Tower—Bellm Hill
600,000 Water Tower—Birger Hill
438,500 Pump Station/Chemical Station
Auto Owners Insurance Company
Commercial Umbrella Liability 5,000,000 2-26-21 Each Occurrence
Auto Owners Insurance Company
Inland Marine 25,000 2-26-21 Building Materials and
Installation Property
15,000 Electronic Data
Processing Equipment
($2,500 maximum limit per
laptop computer)
25,000 Contractors Equipment and Tools
($2,500 maximum limit per tool}
500 per day Rental Reimbursement and
Extra Expense for Contractors
Equipment ($2,500 maximum)
20,000 Tools and Equipment-Actual
Cash Value
23,000 Miscellaneous Property
Auto Owners Insurance Company
Fidelity Bond 1,200,000 6-1-20 Bond Amount
Auto Owners Insurance Company
Worker’s Compensation 500,000 2-26-21 Bodily Injury by Accident
500,000 Bodily Injury by Disease
(Each Employee)
500,000 Bodily Injury by Disease
(Policy Limit)
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April 30, 2020
(CONTINUED)
Coverage Expiration
Name and Policy Type Amount Date Risks Covered
Auto Owners Insurance Company
Auto 1,000,000 2-26-21 Auto Liability per Occurrence
1,000,000 Uninsured Motorists Coverage
1,800,000 Underinsured Motorists Coverage
Old Republic Surety Company
Public Officials Liability 1,000,000 1-20-21 Liability Limit

Management believes such coverage is sufficient to preclude any significant uninsured
losses to the District. During the year ended April 30, 2020, there were no significant
reductions in insurance coverage. Also, settled claims have not exceeded this insurance
coverage in any of the past three fiscal years.

3.C. ECONOMIC DEPENDENCY

The District purchases all water from SLM Water Commission. Total purchases for the
current year were $214,657.

NOTE 4. COMMITMENTS

4.A. WATER OPERATOR AGREEMENT

On April 24, 2019, the District renewed their agreement with a local company to operate
the District’s water treatment facilities and perform such other duties as may be
associated with the regular maintenance and operation of the water system. The
agreement is binding for three (3) years with a commencement date of May 1, 2019 and
an ending date of April 30, 2022. The District will pay the water operator $6,562 per
month in Year 1, $6,726 per month in Year 2 and $6,894 per month in Year 3. In
addition, any services performed by the water operator that does not constitute “normal
maintenance” will cost the District $50/hour the first year and then an increase equal to
the cost of living adjustment for the next two years.
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4.B. WATER PURCHASE CONTRACT

On October 23, 1996, the District entered into a contract with Summerfield, Lebanon,
Mascoutah Water Commission (SLM) whereby the District agreed to purchase its treated
and potable water for distribution to its customers from SLM. The original contract
stipulated that the District shall not purchase water from any other supplier (nor shall it
produce any water itself unless SLM is unable to supply the water demands of the
District) for a period of forty (40) years from the date of the initial delivery of water to
the District. Due to the expansion of the District’s water system and subsequent
amendments to the SLM contract, the District is obligated to purchase its water from
SLM through May 1, 2039.

The District pledged this Water Purchase Contract, and all amendments and addendums
thereto, to Rural Development as part of the security for the Phase IV loan to construct
water mains and a water storage tank.

4.C. WATER SALES CONTRACTS

On September 30, 1999, the District entered into a contract with the Village of Pierron
whereby the District agreed to sell the Village of Pierron potable water in such quantities
as may be required, not to exceed 2,000,000 gallons per month but not to be less than
600,000 gallons per month. The contract is in effect for a period of forty (40) years from
the date of the initial delivery of water to the Village. The Village of Pierron was also
granted an option to renew the contract for another forty (40) years after the expiration of
the initial 40-year term.

On May 18, 2000, the District entered into a contract with the Village of St. Jacob
whereby the District agreed to sell the Village of St. Jacob potable water in such
quantities as may be required, not to exceed 1,000,000 gallons per month but not to be
less than 100,000 gallons per month. The contract is in effect for a period of forty (40)
years from the date of the initial delivery of water to the Village. The Village of St.
Jacob was also granted an option to renew the contract for another forty (40) years after
the expiration of the initial 40-year term.
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NOTE 5. CONTINGENCIES

The District is a Plaintiff in a lawsuit filed on April 12, 2019 against the City of Trenton,
Illinois in United States District Court for the Southern District of Illinois. The District is
seeking an injunction to stop the City of Trenton from selling water to customers who
reside within the territorial boundaries of Tri-Township Water District. No amount has
been accrued in these financial statements since the outcome of this matter is uncertain
and the amount of liability, if any, cannot be determined.

NOTE 6. SUBSEQUENT EVENTS

The installation of water mains for the Phase IV project was substantially complete on
May 14, 2020.

The construction of the new water tower for the Phase IV project was substantially
complete on May 22, 2020.
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Tri-Township Water District, Trenton, Illinois
Summary Statement of Revenue and Expenses and
Comparison with Budget
For the Fiscal Year Ended April 30, 2020

Variance
Favorable
Budget Actual (Unfavorable)
Operating Revenue:
Treated Water Sales $ 970,000 § 947,321 § (22,679)
Tap on Fees 55,000 101,250 46,250
Other Income 10,000 19,432 9,432
Total Operating Revenue 1,035,000 1.068.003 33,003
Operating Expenses:
Water Purchased 225,000 214,657 10,343
Wages and Payroll Taxes 80,000 109,662 (29,662)
Utilities 25,000 20,956 4,044
Miscellaneous 10,000 12,960 (2,960)
Office and Administrative Expenses 70,000 75,668 (5,668)
General Operating Costs 125,000 85,296 39,704
Contract Services (Maintenance and
Meter Reading) 76,080 78,744 (2.664)
Total Operating Expenses 611.080 597.943 13,137
Operating Income Before
Depreciation 423,920 470,060 46,140
Less Provision for Depreciation 198.073 204.969 (6,896)
Net Operating Income 225,847 265,091 39,244
Other Income and Expenses:
Interest Income 2,000 2,134 134
Bond Issuance Costs 0 (19,450) (19,450)
Interest Expense (221,052) (225,211) (4,159)
Gain on Sale of Assets 0 0 0
Other Income 0 0 0
Net Income (Loss) for the Year $ 6,795 $ 22,564 $ 15,769

Note: Budget and Actual are prepared on the modified cash basis of accounting,.
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Tri-Township Water District, Trenton, Illinois

Revenue Account Requirements
April 30,2020

In accordance with the provisions of Bond Ordinances passed by Tri-Township Water
District, Madison, St. Clair and Clinton Counties, Illinois the District is required to
establish separate reserve accounts and make payments thereto as follows:

a)

b)

QOperation and Maintenance Account. There shall be paid into the Operation and
Maintenance Account, on the first business day of each month an amount
sufficient to pay the reasonable expenses of the operation, maintenance and repair
of the District’s waterworks system for the current month, including, without
limiting the generality of the foregoing, salaries, wages, taxes, costs of materials
and supplies, insurance, power, fuel, reasonable repairs and extensions necessary
to render efficient service.

Bond and Interest Account. There shall be paid into the Bond and Interest
Account on the first business day of each month, after the required payment has
been determined, a fractional amount of the principal and interest becoming due
on the next succeeding principal and/or interest payment date (occurring within 6
months as to interest and within 12 months as to principal) on all outstanding
bonds authorized to be issued under the terms of the ordinances.

Payments into the Bond and Interest Account may be suspended in any fiscal year
at such time as there shall have been paid into such Account sufficient monies to
pay the total principal and interest for such pertinent fiscal year, but such
payments shall again be resumed at the beginning of the new fiscal year. All
monies in such Account shall be used only for the purpose of paying interest and
principal on the bonds hereby authorized as the same shall become duc and
including principal and interest on all bonds hereafter issued and on a parity with
the bonds herein authorized.

As of April 30, 2020, the Bond and Interest Account requirement was $274,009.
The District has adequately funded this account at April 30, 2020.

-30)-



d)

Tri-Township Water District, Trenton, Illinois
Revenue Account Requirements
April 30, 2020

Reserve Account. Relative to Phase III Revenue Bonds, there shall be paid into
the Reserve Account the sum of $615 on the first day of each month until such
account accumulates a total amount of $73,800. After $73,800 has accumulated in
such Reserve Account, no further deposits need be made therein except to replace
withdrawals at a monthly rate of $615. Phase I and Phase II Revenue Bonds
contained monthly deposit requirements of $1,630 and $910, respectively until the
accounts accumulated $195,600 and $109,200, respectively. As of April 30, 2013,
the reserve accounts for Phase I and Phase Il had accumulated the maximum
required amounts. As of April 30, 2020, the reserve account for Phase III had
accumulated the maximum required amount.

The monies in such Reserve Account shall be used to the extent necessary to
prevent or remedy a default in the payment of the interest on or principal of any
bonds of the Issuer which by their terms are payable from the revenues of the
waterworks system and shall be transferred to the Bood and Interest Account for
such purpose, and whenever such an amount is withdrawn from such Reserve
Account and so transferred to the Bond and Interest Account, the amount so
transferred shall be added to the amount to be next and thereafter paid into such
Reserve Account to again be paid monthly at the foregoing rate (in addition to any
then required deposit) until full reimbursement to such Reserve Account has been
made.

As of April 30, 2020, the reserve account requirement for all Revenue Bonds
(Phase I, II and III) was $378,600. The District has adequately funded these
accounts at April 30, 2020,

Depreciation Account. The Phase 1II Revenue Bonds require that there shall be
paid into the Depreciation Account the sum of $325 on the first day of the month
until such account accumulates a total amount of $100,000. The monies in such
Depreciation Account shall be used to the extent necessary to make any needful
repairs or replacements to the Issuer’s waterworks system and, although not
reasonably expected, to prevent or remedy a default in the payment of the interest
on or principal of any bonds of the Issuer which by their terms are payable from
the revenues of such system.

As of April 30, 2020, the Depreciation Account requirement was $39,000, The
District has adequately funded this account at April 30, 2020.
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Surplus. After all the required payments into the accounts herein above described
have been made, including the payments of any deficiencies, and when there is on
deposit in the above-described Reserve Account the full maximum amount
required to be accumulated in such Reserve Account, then all moneys remaining
in the Waterworks Fund (“surplus funds”) may be used for the purpose of calling
and redeeming and prepaying any outstanding bonds of the Issuer which by their
terms are payable from the income and revenues of the waterworks system as such
bonds become redeemable according to their terms, or such monies may to the
extent permitted by law be used for the purpose of constructing extensions and
improvements to the waterworks system of the Issuer.

Investments. The monies in any of the Accounts created by subparagraphs (a)
through (e), as hercin above created and set forth in this section may by resolution
adopted by the Issuer be invested from time to time by the Treasurer of the Issuer
in interest bearing bonds or other direct and general obligations of the United
States Government maturing in not more than ten (10) years after the purchase
date thereof and in certificates of deposit or time deposits constituting direct
obligations of any savings and loan association or of any bank as defined in the
Illinois Banking Act to the extent such certificates or deposits are insured by the
Federal Deposit Insurance Corporation or its successor and mature in not more
than ten (10) years after the purchase date thereof, and such investments shall be
sold from time to time by such Treasurer pursuant to a resolution of the Board of
Trustees as funds may be needed for the purpose for which such Accounts have
been created. All accrued interest received from any such investments shall be
considered and treated as income and revenues of the waterworks system and be
deposited as received in the Issuer’s Waterworks Fund.

Monies in each of the several Accounts above described shall be kept separate and
apart from all other funds and monies of the Issuer and shall be deposited in The
Bank of Edwardsville which bank is located and doing business in the State of
Illinois and was organized under the laws of the State of Illinois, and whose
deposits are insured under the provisions of the Federal Deposit Insurance Act, or
its successor.

Funding for the Phase IV Revenue Bonds will begin May 1, 2020.
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Tri-Township Water District, Trenton, lllinois
Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended April 30, 2020

Pass-Through

Federal Grantor/Pass-Through Federal Entity Total
Grantor/Program or CFDA Identifying Federal
Cluster Title Number Number Expenditures

United States Department of
Agriculture:

Water and Waste Disposal
Systems for Rural Communities 10.760 N/A $ 1,381,267

Total Expenditures of Federal Awards b 1,381,267

See accompanying notes to the schedule of
expenditures of federal awards.
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NOTE 1.

NOTE 2.

NOTE 3.

NOTE 4.

NOTE 5.

Tri-Township Water District, Trenton, Hlinois
Notes to Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended April 30, 2020

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the
Schedule) includes the federal loan/award activity of Tri-Township Water
District under programs of the federal government for the year ended April
30, 2020. The information in this schedule is presented in accordance with
the requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of Tri-Township
Water District, it is not intended to and does not present the financial
position, change in net position, or cash flows of Tri-Township Water
District.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified cash
basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

SUBRECIPIENTS
Tri-Township Water District provided no federal awards to subrecipients.

INDIRECT COST RATE

Tri-Township Water District has elected not to use 10% de minimis indirect
cost rate allowed under the Uniform Guidance.

LOAN/AWARD DETAILS

The United States Department of Agriculture has advanced $1,381,872 of a
$1,800,000 approved loan to Tri-Township Water District at April 30,
2020. Of the $1,381,872 loan outstanding at year-end, the District has
expended $1,381,267 relative to Phase IV construction of its water system.
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Tri-Township Water District, Trenton, IHlinois
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended April 30, 2020

SECTION I - SUMMARY OF AUDITOR’S RESULTS

L.

The independent auditor’s report expresses an unmodified opinion on whether the
financial statements of Tri-Township Water District were prepared in accordance
with the modified cash basis of accounting.

One control deficiency related to the audit of the financial statements is reported in
the Independent Auditor’s 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. Finding 2020-1
is reported as a material weakness.

No instances of noncompliance material to the financial statements of Tri-
Township Water District were disclosed during the audit.

No reportable conditions relating to the audit of the major federal award programs
is reported in the Report on Compliance for Each Major Program and on Internal
Control Over Compliance Required by the Uniform Guidance.

The auditors report on compliance for the major federal award programs for 1ri-
Township Water District expressed an unmodified opinion on all major federal

programs.

Our audit disclosed no findings required to be reported related to Federal programs
under Section 2 CFR 200.516(a) of the Uniform Guidance.

The program tested as a major program included:
U.S. Department of Agriculture
Water and Waste Disposal Systems for
Rural Communities — CFDA 10.760
The threshold for distinguishing Type A and Type B programs was $750,000.

Tri-Township Water District did not qualify as a low-risk auditee.
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Tri-Township Water District, Trenton, Illinois
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended April 30, 2020

SECTION II - FINDINGS REQUIRED TO BE REPORTED BY GOVERNMENT
AUDITING STANDARDS

Material Weakness
2020-1: Internal Control Over Financial Reporting

Criteria: Tri-Township Water District is responsible for establishing and maintaining
sufficient internal controls to provide for the preparation of reliable financial statements,
including related disclosures, the schedule of expenditures of federal awards and
necessary adjustments such that they are fairly presented in conformity with the modified
cash basis of accounting.

Condition/Context — The District does not have an internal control policy in place over
annual financial reporting, including any necessary adjustments that would enable them
to prepare their annual financial statements, related disclosures and the schedule of
expenditures of federal awards, in a manner that is complete and presented in accordance
with the modified cash basis of accounting. As requested by the District, we as your
auditors, assisted with material adjustments during the course of the audit, including
capitalizing fixed assets, recording interest expense and correcting the balance of notes
and bonds payable, recording depreciation expense and adjusting beginning of the year
net position. Also, as requested by the District, we, as your auditors, prepared your
annual financial statements, related disclosures and the schedule of expenditures of
federal awards.

Cause — Tri-Township Water District has limited staff to prepare full disclosure financial
statements, related disclosures, the schedule of expenditures of federal awards and
necessary adjustments and the present staff does not possess adequate training,
knowledge, and expertise to perform these tasks.

Effect — There is a reasonable possibility that the District would not be able to draft the
financial statements, related disclosures, schedule of expenditures of federal awards and
necessary adjustments that are correct without the assistance of the auditors. Further, the
potential exists that a material misstatement of the annual financial statements and
schedule of expenditures of federal awards could occur and not be prevented or detected
by the District’s internal controls.
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Tri-Township Water District, Trenton, Illinois
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended April 30, 2020

SECTION II - FINDINGS REQUIRED TO BE REPORTED BY GOVERNMENT
AUDITING STANDARDS (continued)

Material Weakness
2020-1: Internal Control Over Financial Reporting (continued)

Recommendation — We recommend that the District put in place procedures in order to
reduce the risk of material adjustments as well as determining if resources would be
available to prepare a complete set of financial statements, related disclosures and
schedule of expenditures of federal awards.

Views of Responsible Officials and Planned Corrective Actions — While the Board
reviews, approves and accepts responsibility for the financial statements, related
disclosures, schedule of expenditures of federal awards and year-end adjusting entries,
we do not possess the time, resources, or staff competence to perform these tasks
internally and feel it would be cost prohibitive to do so. The Board agrees that this is a
material weakness but, based on the reasons mentioned, it is unlikely the District will
have the staff needed to perform these tasks internally. That being said, we will continue
to work with the auditors to reduce the risk of material adjustments.

SECTION III - FINDINGS REQUIRED TO BE REPORTED BY THE UNIFORM
GUIDANCE

No matters are reportable.
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Tri-Township Water District, Trenton Illinois
Summary Schedule of Prior Audit Findings —
Major Federal Award Programs
For the Fiscal Year Ended April 30, 2020

There was no Single Audit in the prior year.
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