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To the Mayor and City Council
City of Crest Hill
Crest Hill, Illinois
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

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, each major fund, and the aggregate remaining fund
information of the City of Crest Hill, Illinois (City), as of and for the year ended April 30, 2013, and the
related notes to the financial statements, which collectively comprise City's basic financial statements, and
have issued our report thereon dated October 1, 2013.
Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's 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's internal control. Accordingly, we do
not express an opinion on the effectiveness of the City's internal control.
Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. However, as described in the accompanying schedule of findings and
questioned costs, we identified certain deficiencies in internal control that we consider to be material
weaknesses.
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 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 attention by those charged
with governance. We consider the deficiencies described in findings 2013-1 and 2013-2 in the
accompanying schedule of findings and questioned costs to be material weaknesses.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City's 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 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.
City's Responses to Findings
The City's responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. The City's responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them .
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.

October 1, 2013
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To the Mayor and City Council
City of Crest Hill
Crest Hill, Illinois
Independent Auditor's Report on Compliance for Each Major Program and on
Internal Control Over Compliance Required by OMB Circular A-133
Report on Compliance for Each Major Federal Program

We have audited the City of Crest Hill, Illinois (City)'s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect the City's major federal program for the year ended April 30, 2013 . The City's major
federal program is 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 the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.
Auditor's Responsibility

Our responsibility is to express an opinion on compliance for the City's major federal program
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 OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 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 the City's 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 the major
federal program . However, our audit does not provide a legal determination of the City's compliance.
Opinion on the Major Federal Program

In our opinion, the City complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal program
for the year ended April 30, 2013.
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Report on Internal Control Over Compliance

Management of the City 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 the City's internal control over compliance with the types of
requirements that could have a direct and material effect on the major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, 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 the City's internal control over compliance.
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 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 compliance 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.
Our 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 control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City as of and for the year
ended April 30, 2013, and the related notes to the financial statements, which collectively comprise the
City's basic financial statements. We issued our report thereon dated October 1, 2013, which contained
unmodified opinions on those financial statements. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis
as required by OMB Circular A-133 and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the 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 schedule of expenditures of federal awards is fairly
stated in all material respects in relation to the basic financial statements as a whole.
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
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

October 1, 2013
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CITY OF CREST HILL, ILLINOIS
Schedule of Expenditures of Federal Awards
For the Year Ended April 30, 2013

Federal Grantor/ Pass-Through
Grantor/Program Title
U.S. ENVIRONMENTAL PROTECTION AGENCY
Pass-Through the Illinois Environmental Protection Agency
Capitalization Grants for Clean Water State Revolving Funds

CFDA
Number

Grant Number

66.458

L17-3405

Expenditures

$

1,916,019
1,916,019

Total U.S. Environmental Protection Agency
U.S. DEPARTMENT OF JUSTICE
Direct Award
Bulletproof Vest Partnership Program

16.607

2,563

2012BVP

2,563

Total U.S. Department of Justice
$

TOTAL FEDERAL AWARDS
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1,918,582

CITY OF CREST HILL, ILLINOIS
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended April 30, 2013
1.

Basis of Presentation
The accompanying Schedule of Expenditures of Federal Awards (SEFA) includes the federal grant
activity of the City of Crest Hill, Illinois for the year ended April 30, 2013. All federal financial
assistance received directly from federal agencies, as well as federal financial assistance passed
through other governmental agencies is included in the schedule. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments and Nonprofit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.

2.

Significant Accounting Policies
Revenue from federal awards is recognized when the City has incurred certain qualifying costs to
establish its right to revenue. Accordingly, expenditures are recognized when the fund liability has
been incurred.

3.

Description of Major Program
The major federal program of the City is (CFDA 66.458) Capitalization Grants for Clean Water State
Revolving Funds. The purpose of the City's funding from Capitalization Grants for Clean Water State
Revolving Funds is to improve the City's wastewater treatment facilities in order to continue to meet
the enforceable requirements of the Clean Water Act.

4.

Subrecipients
Of the federal expenditures presented in the SEFA, the City did not provide federal awards to
subrecipients.

5.

Non-Cash Assistance, Insurance and Loans
The City did not receive any non-cash federal assistance during the year ended April 30, 2013. Of the
federal expenditures presented in the SEFA, the City did not have any federal insurance in effect
during the year.
The City obtained a revolving fund loan (L 17-3405) from the state of Illinois. As of April 30, 2013, the
City had borrowed $5,27 4,480 of which $1,916,019 was federally funded and the remainder was state
funded . Of the total loan, $1,529,818 was forgiven by the state, requiring the City to repay
$3,744,662.
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CITY OF CREST HILL, ILLINOIS
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2013
Summary of Auditor's Results

1.

The auditor's report expressed unmodified opinions on the financial statements of the City.

INTERNAL CONTROL OVER FINANCIAL REPORTING:
2.

Two material weaknesses were disclosed during the audit of the financial statements.

3.

No significant deficiencies that were not considered to be material weaknesses were
disclosed during the audit of the financial statements.

4. No instances of noncompliance material to the financial statements of the City, which would
be required to be reported in accordance with Government Auditing Standards, were
disclosed during the audit.
FEDERAL AWARDS
5.

No material weaknesses were disclosed during the audit of compliance over major federal
award programs.

6.

No significant deficiencies that were not considered to be material weaknesses were
disclosed during the audit of compliance over major federal award programs.

7.

The auditor's report on compliance for the major federal award programs for the City,
expressed an unqualified opinion on the City's major federal program .

8. There were no audit findings relative to the major federal award programs for the City that
were required to be reported in accordance with Circular A-133, § .51 O(a).
9. The following program was tested as a major program:
U.S. Environmental Protection Agency
Capitalization Grants for Clean Water State Revolving Funds

CFDA No. 66.458

10. The threshold for distinguishing between Types A and B programs was $300,000.
11 . The City was not determined to be a low-risk auditee.
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CITY OF CREST HILL, ILLINOIS
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2013
Financial Statement Findings
Finding 2013-1
Inadequate system of controls over the preparation of financial statements in accordance with generally
accepted accounting principles.
Criteria: The City is required to maintain a system of controls over the preparation of financial statements
in accordance with generally accepted accounting principles (GMP) which includes having adequately
trained personnel with the knowledge and expertise to prepare and/or thoroughly review GMP-based
financial statements to ensure that they are free of material misstatements and include all disclosures as
required by the Governmental Accounting Standards Board .
Condition: The City engages Wermer, Rogers, Doran & Ruzon, LLC (WRDR) to assist in preparing its
financial statements and accompanying disclosures. However, as independent auditors, WRDR cannot
be considered part of the City's internal control system . Currently, the City's personnel do not have
sufficient financial reporting and accounting knowledge to perform a thorough review of the City's financial
statements and related disclosures to provide a high level of assurance that any potential material
omissions or other errors would be identified and corrected . During the audit, WRDR recommended
several material adjustments to present financial statements in accordance with generally accepted
accounting principles.
Context: The condition is limited to external financial reporting in accordance with accounting principles
applicable to governments, due to the complex nature of governmental accounting. After reviewing
financial statement preparation procedures , adjusting journal entries, and financial statements with City
management, the City was able to oversee WRDR's financial statement preparation and related services.
Effect: There was a reasonable possibility of a material misstatement of the financial statements.
Cause: Due to time constraints on the City's staff, the City has not implemented procedures to train its
current employees in the area of generally accepted accounting principles applicable to governments.
Recommendation: We recommend the City implement procedures to train its current employees in the
area of generally accepted accounting principles applicable to governments and Governmental
Accounting Standards Board Statements to ensure the City's financial statements are free from material
omissions and errors.
Management Response:
Management of the City concurs with Finding 2013-1 . Management
understands the importance of complete and accurate financial reporting; however, Management believes
the cost of training its current employees to become knowledgeable about generally accepted accounting
principles applicable to governments and Governmental Accounting Standards Board Statements would
outweigh the benefits to be derived.

Finding 2013-2
Inadequate system of review of the general ledger.
Criteria: The City is required to maintain a system of controls over the preparation of financial statements
in accordance with GMP which includes proper recording of all general ledger accounts.
Condition: During the course of our audit, it was necessary to make material adjustments to the City's
post-close accounting records prior to the preparation of the financial statements in accordance with
GAAP.
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CITY OF CREST HILL, ILLINOIS
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2013

Context: The City's staff reviewed many general ledger accounts prior to the close of the general ledger,
including, cash, investments and interfund balance accounts. However, not all accounts were thoroughly
reviewed, as material adjustments were required to be recorded for interfund transfers, property tax
allocations, and building permit revenues.
Effect: There was a reasonable possibility of a material misstatement of the financial statements.
External financial statements would not have been presented in accordance with GAAP and management
may not be able to detect material errors in its financial statements.
Cause: The City did not maintain adequate internal controls over the general ledger review process.
Recommendation: We recommend the City implement procedures to review its general ledger account
balances prior to the year-end close to ensure the City's financial statements are free from material
omissions and errors. Also, we recommend a monthly review of the general ledger be performed by a
City representative who is independent of the general ledger and bank reconciliation processes to ensure
a proper accounting has been made of all City transactions. The independent review should include, but
not be limited to: determining each fund is in balance (debits equal credits), verifying reconciled bank
balances for cash and investments match the general ledger, reviewing the lists of outstanding checks for
reasonableness, reviewing cancelled checks for proper endorsement, reviewing general journal entries,
and verifying interfund loans and transfers between funds are in balance.
Management Response: Management of the City concurs with Finding 2013-2. Management is in the
process of implementing improved general ledger review procedures.
Federal Award Findings

There were no federal award findings reported for the fiscal year ended April 30, 2013.
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CITY OF CREST HILL, ILLINOIS
Summary Schedule of Prior Year Audit Findings
For the Year Ended April 30 , 2013
Prior Year Financial Statement Findings

The City was not subject to a Single Audit for the fiscal year ended April 30, 2012, therefore, no financial
statement findings were reported for the fiscal year ended April 30, 2012.
Prior Year Federal Award Findings

The City was not subject to a Single Audit for the fiscal year ended April 30, 2012, therefore, no federal
award findings were reported for the fiscal year ended April 30, 2012 .
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CITY OF CREST HILL, ILLINOIS
Corrective Action Plan
For the Year Ended April 30, 2013
Finding 2013-1
Condition: The City engages Wermer, Rogers, Doran & Ruzon, LLC (WRDR) to assist in preparing its
financial statements and accompanying disclosures. However, as independent auditors, WRDR cannot
be considered part of the City's internal control system. Currently, the City's personnel do not have
sufficient financial reporting and accounting knowledge to perform a thorough review of the City's financial
statements and related disclosures to provide a high level of assurance that any potential material
omissions or other errors would be identified and corrected . During the audit, WRDR recommended
several material adjustments to present financial statements in accordance with the generally accepted
accounting principles.
Corrective Action Plan: Management is not planning on making any changes for the upcoming fiscal year.
Management understands the importance of complete and accurate financial reporting; however,
Management believes the cost of training its current employees to become knowledgeable about generally
accepted accounting principles applicable to governments and Governmental Accounting Standards
Board Statements would outweigh the benefits to be derived.
Contact Person: Glen Conklin, City Treasurer
Anticipated Completion Date: None
Finding 2013-2
Condition: During the course of our audit, it was necessary to make material adjustments to the City's
post-close accounting records prior to the preparation of the financial statements in accordance with
GAAP.
Corrective Action Plan:
procedures.

Management is planning on implementing improved general ledger review

Contact Person: Glen Conklin, City Treasurer
Anticipated Completion Date: April 30, 2014
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