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October 12, 2017 

 

 

The Honorable President 

Members of the Village Board 

Village of Lake Bluff 

40 E. Center Avenue 

Lake Bluff, Illinois 60044 

 

Ladies and Gentlemen: 

 

As part of our audit process we are required to have certain communications with those charged 

with governance at the beginning of our audit process and at the conclusion of the audit. Those 

communications include information related to the planned scope and timing of our audit, as well 

as other information required by auditing standards. Our communication at the beginning of our 

audit process along with our questionnaire regarding consideration of fraud in a financial 

statement audit was sent to you on June 14, 2017. 

 

In addition, auditing standards require the communication of internal control related matters to 

those charged with governance. Our management letter, as well as a listing of future 

pronouncements that may affect the Village, are enclosed within this document. 

 

This information is intended solely for the use of the President, Village Board of Trustees and 

Management of the Village of Lake Bluff and is not intended to be and should not be used by 

anyone other than these specified parties. 

 

  Sincerely, 

   

   

 

  Sikich LLP 

  By:  Daniel A. Berg, CPA 

  Partner 
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October 12, 2017 

 

 

The Honorable President 

Members of the Village Board 

Village of Lake Bluff, Illinois 

 

Ladies and Gentlemen: 

 

We have audited the financial statements of the governmental activities, business-type activities, 

each major fund and the aggregate remaining fund information of the Village of Lake Bluff, Illinois 

(the Village) for the year ended April 30, 2017. Professional standards require that we provide you 

with information about our responsibilities under generally accepted auditing standards, as well as 

certain information related to the planned scope and timing of our audit. We have communicated 

such information in our letter to you dated April 6, 2017. Professional standards also require that 

we communicate to you the following information related to our audit. 

 

Qualitative Aspects of Accounting Practices 

 

Management is responsible for the selection and use of appropriate accounting policies. The 

significant accounting policies used by the Village are described in Note 1 to the basic financial 

statements. No new accounting policies were adopted and the application of existing policies was 

not changed during the year ended April 30, 2017. We noted no transactions entered into by the 

Village during the fiscal year for which there is a lack of authoritative guidance or consensus. 

 

Accounting estimates are an integral part of the financial statements prepared by management and 

are based on management’s knowledge and experience about past and current events and 

assumptions about future events. Certain accounting estimates are particularly sensitive because 

of their significance to the basic financial statements and because of the possibility that future 

events affecting them may differ significantly from those expected. Management’s estimate of the 

Village’s net pension liability and net other postemployment benefit liability are based on various 

actuarially determined amounts, including estimated investment returns, dates of employee 

retirement, discount rates, healthcare trend rates and mortality rates. We evaluated the key factors 

and assumptions used to develop management’s estimate of the Village’s net pension liability and 

net other postemployment benefit liability in determining that it is reasonable in relation to the 

financial statements taken as a whole. We noted no other particularly sensitive estimates made by 

management during our audit of the financial statements.  

 

Certain financial statement disclosures are particularly sensitive because of their significance to 

financial statement users. We noted no particularly sensitive disclosures during the audit of our 

financial statements. 

 

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

- 2 -



 

- 3 - 

Difficulties Encountered in Performing the Audit 

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

 

Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. Management has corrected all such misstatements. In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management were material, 
either individually or in the aggregate, to the financial statements taken as a whole. 
 

Disagreements with Management 
 
For purposes of this letter, a disagreement with management as a financial accounting, reporting, 
or auditing matter, whether or not resolved to our satisfaction that could be significant to the 
financial statements or the auditor’s report. We are pleased to report that no such disagreements 
arose during the course of our audit. 
 

Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated October 12, 2017 
 

Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the Village’s financial statements or a 
determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with other 
accountants. 
 

Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the Village’s auditors. 
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention. 
 

Other Matters 

 
We applied certain limited procedures to management’s discussion and analysis, which are 
required supplementary information (RSI) that supplements the basic financial statements. Our 
procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any 
assurance on the RSI. 
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We were engaged to report on combining and individual fund financial statements and schedules 

and supplemental data, which accompany the basic financial statements but are not RSI. With 

respect to the combining and individual fund financial statements and schedules accompanying 

the basic financial statements, we made certain inquiries of management and evaluated the form, 

content, and methods of preparing the information to determine that the information complies with 

the accounting principles generally accepted in the United States of America, the method of 

preparing it has not changed from the prior period, and the information is appropriate and complete 

in relation to our audit of the financial statements. We compared and reconciled the combining 

and individual fund financial statements and schedules to the underlying accounting records used 

to prepare the basic financial statements or to the basic financial statements themselves.  

 

We were not engaged to report on the introductory and statistical sections, which accompany the 

financial statements, but are not RSI. Such information has not been subjected to 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.  

 

Restriction on Use 

 

This information is intended solely for the use of the Village Board of Trustees, Management of 

the Village of Lake Bluff and is not intended to be, and should not be, used by anyone other than 

these specified parties. 

 

We appreciate the courtesies extended to us by the Village. If you have any questions regarding 

the purpose of this letter or the requirement mentioned, please give me a call. 

 

  Sincerely, 

   

   

 

  Sikich LLP 

  By:  Daniel A. Berg, CPA 

  Partner 
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COMMUNICATION OF DEFICIENCIES IN INTERNAL CONTROL 

AND OTHER COMMENTS TO MANAGEMENT 
 

 

Mr. R. Drew Irvin, Village Administration 

Ms. Susan M. Griffin, Finance Director 

Village of Lake Bluff, Illinois 

 

As part of the annual audit, we are required to communicate internal control matters that we 

classify as significant deficiencies and material weaknesses to those charged with governance. 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 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. 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 Village’s financial statements will not be prevented, 

or detected and corrected, on a timely basis. 

 

During our audit we became aware of several matters that are opportunities for strengthening 

internal controls and operating efficiency. In addition, we reviewed the status of the comments 

from the April 30, 2015 audit. The status of these comments is included in Appendix A. This letter 

does not affect our report dated October 12, 2017, on the basic financial statements of the Village. 

 

We will review the status of these comments during our next audit engagement. We have already 

discussed many of these comments and suggestions with the Finance Director, Susan Griffin, and 

we will be pleased to discuss them in further detail at your convenience, to perform any additional 

study of these matters, or to assist you in implementing the recommendations. 

 

The Village’s written response to the deficiencies and other comments identified in our audit has 

not been subjected to the audit procedures applied in the audit of the basic financial statements 

and, accordingly, we express no opinion on it.  

 

This memorandum is intended solely for the information and use of management, and is not 

intended to be, and should not be, used by anyone other than these specified parties. 

 

 

 

Naperville, Illinois 

October 12, 2017 
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DEFICIENCIES 

 

1. Internal Controls over Cash (Bank Reconciliations) - Foreign Fire 

 

During our testing of the Village’s cash balances, we noted that the foreign fire bank account 

reconciliation was not being performed by the Village on a timely basis. We recommend 

that the Village reconcile all bank accounts on a monthly basis and perform the 

reconciliations in the month in which the bank statement is received. This will allow for 

better cash oversight by the Village and will allow the Village to exercise better control over 

cash and investments. 

 

Management Response 

 

The Finance Director receives a duplicate copy of the bank statement and quarterly obtains 

invoices from the Fire Department. 

 

2. Segregation of Duties 

 

 The segregation of duties is one of the most important principles of the internal accounting 

control structure. Given the limited number of personnel of the Village, it is very difficult to 

obtain proper segregation of duties. There are two individuals charged with primary 

responsibility of handling the Village’s financial activities such as recording transactions 

into the accounting system, reconciling bank accounts or maintaining custody of petty cash 

who also participate in the collection and disbursement function. Certain duties, if possible, 

should be properly segregated to add a degree of confidence to the system in general. With 

limited segregation, it is important for the Board of Trustees to continue to monitor the 

finances of the Village by reviewing the financial information provided at the Board 

meetings to continue to provide the compensating control for the lack of segregation of 

duties.  

 

 Because the Village does not have the staffing capabilities necessary to remedy this situation 

and because it may not be economically practical to increase the staff, we recommend that 

the Village continue to monitor its processes to look for further opportunities to segregate 

duties. 

 

 Management Response 

 

 Management will continue to look for technological or other ways to reduce this risk.  

 

3. Police Pension Investments 

 

During our testing of Police Pension Fund investments, we noted several corporate bonds 

that were rated between Baa3 and Baa1, which is in violation of the fund’s investment policy. 

The policy states that corporate bonds must be rated at least upper medium grade (e.g., an A 

rating from Moody’s). 

 

We recommend that the board of the fund take the necessary steps to be in compliance with 

its investment policy and monitor these investments. 
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DEFICIENCIES (Continued) 

 

3. Police Pension Investments (Continued) 

 

Management Response 

 

The Police Pension Fund approved a revised investment policy at their meeting on 

August 17, 2017 to allow investments with credit ratings that are in compliance with the 

investment management agreement.  

 

OTHER COMMENTS  

 

1. Future Accounting Pronouncements 

 

 The Governmental Accounting Standards Board (GASB) has issued a number of 

pronouncements that will impact the Village in the future. 

 

 GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other 

Than Pension Plans, addresses reporting by OPEB plans that administer benefits on behalf 

of governments and replaces GASB Statement No. 43, Financial Reporting for 

Postemployment Benefit Plans Other Than Pension Plans. Statement No. 74 addresses the 

financial reports of defined benefit OPEB plans that are administered through trusts that 

meet specified criteria. The statement builds upon the existing framework for financial 

reports of defined benefit OPEB plans, which includes a statement of fiduciary net position 

(the amount held in a trust for paying retirement benefits) and a statement of changes in 

fiduciary net position. Statement No. 74 enhances note disclosures and RSI for both defined 

benefit and defined contribution OPEB plans. Statement No. 74 also requires the 

presentation of new information about annual money-weighted rates of return in the notes to 

the financial statements and in 10-year RSI schedules. The provisions in Statement No. 74 

are effective for OPEB plan or sponsoring employer financial statements for periods 

beginning after June 15, 2016. Statement No. 74 is applicable for the fiscal year ending 

April 30, 2018. 

 

 GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits 

Other Than Pensions, addresses reporting by governments that provide OPEB to their 

employees and for governments that finance OPEB for employees of other governments and 

replaces the requirements of GASB Statement No. 45, Accounting and Financial Reporting 

by Employers for Postemployment Benefits Other Than Pensions, as they relate to 

governments that provide benefits through OPEB plans administered as trusts or similar 

arrangements that meet certain criteria.  Statement No. 75 requires governments providing 

defined benefit OPEB to recognize their long-term obligation for OPEB as a liability for the 

first time, and to more comprehensively and comparably measure the annual costs of OPEB 

benefits. The Statement also enhances accountability and transparency through revised and 

new note disclosures and required supplementary information (RSI). The provisions in 

Statement No.75 are effective for fiscal years beginning after June 15, 2017. Statement 

No. 75 is applicable for the fiscal year ending April 30, 2019. 
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OTHER COMMENTS (Continued) 

 

1. Future Accounting Pronouncements (Continued) 

 

GASB Statement No. 80, Blending Requirements for Certain Component Units – an 

amendment of GASB Statement No. 14, requires blending of a component unit incorporated 

as a not-for-profit corporation in which the primary government is the sole corporate 

member. The requirements of this statement are effective for the fiscal year ending April 30, 

2018. 

 

GASB Statement No. 81, Irrevocable Split-Interest Agreements, provides recognition and 

measurement guidance for situations in which a government is a beneficiary of a split-

interest agreement. The requirements of this statement are effective for the fiscal year ending 

April 30, 2018. 

 

GASB Statement No. 82, Pension Issues – an amendment of GASB Statements No. 67, 

No. 68, and No. 73, addresses issues regarding (1) the presentation of payroll-related 

measures in the required supplementary information, (2) the selection of assumptions and 

the treatment of deviations from the guidance in an Actuarial Standard of Practice for 

financial reporting purposes, and (3) the classification of payments made by employers to 

satisfy employee (plan member) contribution requirements. The requirements of this 

standard are effective for the fiscal year ending April 30, 2019. Earlier application is 

encouraged. 

 

GASB Statement No. 83, Certain Asset Retirement Obligations, addresses accounting and 

financial reporting for certain asset retirement obligations (AROs). This statement requires 

disclosure of information about the nature of a government’s AROs, the methods and 

assumptions used for the estimate of the liabilities, and the estimated remaining useful life 

of the associated tangible capital assets. The requirements of this statement are effective for 

the fiscal year ending April 30, 2019. Earlier application is encouraged. 

 

GASB Statement No. 84, Fiduciary Activities, is intended to improve guidance regarding 

the identification of fiduciary activities for accounting and financial reporting purposes and 

how those activities should be reported. This statement establishes criteria for identifying 

fiduciary activities of all state and local governments and the criteria is generally focused on 

(1) whether a government is controlling the assets of a fiduciary activity and (2) the 

beneficiaries with whom a fiduciary relationship exists. The requirements of this statement 

are effective for the fiscal year ending April 30, 2019. Earlier application is encouraged. 

 

GASB Statement No 85, Omnibus 2017, addresses a number of issues across a spectrum of 

topics including issues related to blending component units where the primary government 

is a business type activity that reports basic financial statements in a single column, 

accounting for goodwill, fair value measurement and application related to real estate held 

by insurance activities and measuring certain investments at cost or amortized cost, and 

various issues related to accounting and reporting for postemployment benefits (pensions 

and other postemployment benefits [OPEB]). Statement No 85 is effective for the fiscal year 

ending April 30, 2018. 
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OTHER COMMENTS (Continued) 
 

1. Future Accounting Pronouncements (Continued)  

 

GASB Statement No. 86, Certain Debt Extinguishment Issues, is intended to improve 

accounting and financial reporting for in-substance defeasances of debt, prepaid insurance 

on debt that is extinguished and notes to financial statements for debt that is defeased in 

substance. The requirements of this statement are effective for the fiscal year ending 

April 30, 2019.  

 

GASB Statement No. 87, Leases, establishes a single model for lease accounting based on 

the foundational principle that leases are financings of the right to use an underlying asset 

and aims to enhance comparability of financial statements among governments. This 

statement also requires additional notes to the financial statements related to the timing, 

significance, and purpose of a government’s leasing arrangements. The requirements of this 

statement are effective for the fiscal year ending April 30, 2021.  

 

We will advise the Village of any progress made by GASB in developing these and other 

future pronouncements that may have an impact on the financial position and changes in 

financial position of the Village.  
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APPENDIX A 

STATUS OF COMMENTS FROM APRIL 30, 2016 

 

DEFICIENCY 

 

Foreign Fire Activity 

 

During our testing of the foreign fire fund, the Village was unable to provide support for the 

expenditure selected for testing. We recommend that the Village request documentation and 

maintain support for all foreign fire activity throughout the fiscal year in order to maintain and 

safe guard all Village records in a centralized location. 

 

Status - Comment implemented at April 30, 2017.  

 

OTHER COMMENTS 

 

Water Pumped-to-Billed Ratio 

 

The following are billed versus pumped ratios for the last three fiscal years: 

 

     2017 2016 2015 

    

Gallons Pumped $ 231,978,000 $ 229,384,875 $ 233,005,450 

Gallons Billed  170,607,216  166,088,248 170,078,149 

Billed/Pumped 73.54% 72.41% 72.99% 

 

We recommend that the Village continue to monitor this ratio and investigate the water losses. 

 

Status - Comment still applicable at April 30, 2017.  
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