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CAPITAL ASSET REPORTING 

 
Reported as of 11/30/2014 
 
The County’s year-end financial statements include capital assets owned by the County. These assets 
comprise some of the largest line items on the County’s statement of net position. They represent an 
accumulation of historical purchases, construction, and improvements of County property. Due to the 
cumulative nature of this account balance, accurate and reliable record keeping is imperative to 
substantiating the capital asset amounts in the County’s financial statements.  
 
In previous years, we had recommended the County consider usage of a capital asset software system. 
In 2014, the County converted its capital asset records from spreadsheets to a capital asset reporting 
system. During the conversion process, a number of errors were identified and corrected; however, they 
were not material to the financial statements. It is expected that the new reporting system will help 
eliminate these types of errors going forward. 
 
With the conversion to the software system completed, we further recommend that the County begin to 
assess the existence of the assets currently reported in the system to ensure that disposals and useful 
lives are properly considered. It may be beneficial to obtain assistance from the County departments to 
help with this process. 
 
Status as of 11/30/2016 
 
This point has been resolved. 
 
 
INFORMATIONAL POINTS 

 
 DECENTRALIZED DEPARTMENT CONTROLS 

 
As part of our annual audit process, we focus our efforts on the primary accounting systems, internal 
controls, and procedures used by the County. This is in keeping with our responsibility to provide an audit 
opinion which states that the financial statements of the County are correct in all material respects. 
 
In some cases, the primary system of accounting procedures and controls of the County are supported by 
smaller systems which are decentralized, and reside within a department or location other than the 
finance or treasurer departments. In many cases, those systems are as simple as handling cash 
collections and remitting those collections to the County treasurer. In other cases, the department may 
have its own bank accounts and is responsible for collecting payments, making deposits and 
disbursements, and reconciling those bank accounts. 
 
Generally, the more centralized a function is, the easier it is to design and implement accounting controls 
that provide some level of checks and balances since the County is able to divide certain tasks over the 
people available to achieve some segregation of duties. For those tasks that are decentralized, it is often 
difficult to provide for proper segregation of duties. Therefore, with one person being involved in most or 
all aspects of a transaction, you lose the ability to rely on the controls to achieve the safeguarding of 
assets and reliability of financial records. 
 
Because management is responsible for designing and implementing controls and procedures to detect 
and prevent fraud, we believe it is important for us to communicate this information to you. We have no 
knowledge of any fraud that has occurred or is suspected to have occurred within any decentralized 
locations. However, your role as the governing body is to assess your risk areas and determine that the 
appropriate level of controls and procedures are in place.  
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INFORMATIONAL POINTS (cont.) 

 
OTHER POST EMPLOYMENT BENEFIT (OPEB) REPORTING CHANGES ON THE HORIZON 

 
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. 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. The new OPEB standards parallel 
the pension standards GASB Nos. 67 and 68. Together, the pension and OPEB standards provide 
consistent and comprehensive guidance for all postemployment benefits. 
 
OPEB plans will implement the new standards beginning with years ending June 30, 2017. The county 
will need to implement these standards beginning with the county’s year ending November 30, 2018.  
 
This standard has similarities to the previous OPEB standards, most notably the definition of an OPEB 
and the option of the alternative measurement method for small governments. However, the calculation 
and reporting of the OPEB liability and various required disclosures will change under the new standards, 
becoming similar to the pension standards. 
 
To implement this standard, your government will need to plan ahead for obtaining a new actuarial study. 
The selection of a measurement date and timing for the study will be important to consider well in 
advance of implementation. We are available to further discuss this standard, the timing, and impact on 
your government. 
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To the Chair and Members of the 
  Board of Lake County 
Waukegan, Illinois 
 
 
Thank you for using Baker Tilly Virchow Krause, LLP as your auditor.  
 
We have completed our audit of the financial statements of Lake County, Illinois for the year ended 
November 30, 2016 and have issued our report thereon dated May 19, 2017. This letter presents 
communications required by our professional standards. 

 
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED STATES 
  OF AMERICA, GOVERNMENT AUDITING STANDARDS, AND THE UNIFORM GUIDANCE 
 

The objective of a financial statement audit is the expression of an opinion on the financial statements. We 
conducted the audit in accordance with auditing standards generally accepted in the United States of 
America, Government Auditing Standards and OMB’s Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). These standards require that 
we plan and perform our audit to obtain reasonable, rather than absolute, assurance about whether the 
financial statements prepared by management with your oversight are free of material misstatement, 
whether caused by error or fraud. Our audit included examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing accounting principles used and significant 
estimates made by management, and evaluating the overall financial statement presentation. Our audit 
does not relieve management or the Lake County Board of their responsibilities. 
 
We considered the County’s internal control over financial reporting in order 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 County’s internal 
control over financial reporting. We also considered internal control over compliance with types of requirements 
that could have a direct and material effect on a major federal program to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for a 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. 

 
As part of obtaining reasonable assurance about whether the Lake County’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and 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. Also, in accordance with the Uniform Guidance, we will 
examine, on a test basis, evidence about the Lake County’s compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect on 
each of its major federal programs for the purpose of expressing an opinion on the Lake County’s 
compliance with those requirements. While our audit provides a reasonable basis for our opinion on 
compliance, it does not provide a legal determination on the Lake County’s compliance with those 
requirements. 
 
 



To the Chair and Members of the 
  Board of Lake County 
Waukegan, Illinois 
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We will issue a separate document which contains the results of our audit procedures to comply with the 
Uniform Guidance. 

 
OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS 
 

Our responsibility does not extend beyond the audited financial statements identified in this report. We do not 
have any obligation to and have not performed any procedures to corroborate other information contained in 
client prepared documents, such as official statements related to debt issues. 

 PLANNED SCOPE AND TIMING OF THE AUDIT  
 
We performed the audit according to the planned scope and timing previously communicated to the Financial 
and Administrative Committee in our letter about planning matters dated December 8, 2016. 
 
 QUALITATIVE ASPECTS OF THE ENTITY’S SIGNIFICANT ACCOUNTING PRACTICES 
 
  Accounting Policies 
 
Management is responsible for the selection and use of appropriate accounting policies. In accordance with the 
terms of our engagement letter, we will advise management about the appropriateness of accounting policies 
and their application. The significant accounting policies used by Lake County, Illinois are described in Note I to 
the financial statements.  
 
As described in Note I to the financial statements, the County changed accounting policies related to financial 
reporting for pensions by adopting Statement of Governmental Accounting Standards (GASB) Statement No. 
72, Fair Value Measurement and Application. 
 
We noted no transactions entered into by Lake County during the year that were both significant and unusual, 
and of which, under professional standards, we are required to inform you of transactions for which there is a 
lack of authoritative guidance or consensus. 
 
  Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are based 
on management's knowledge and experience about past and current events and assumptions about future 
events. Certain accounting estimates are particularly sensitive because of their significance to the financial 
statements and because of the possibility that future events affecting them may differ significantly from those 
expected. The most significant estimates included in the financial statements are management’s estimates for: 
 

 The allowance for uncollectible accounts receivable, which are evaluated in relation to actual collections 
in the subsequent year and collections made on a historical basis.  

 The insurance claims that have been incurred but not reported, which are supported by actuarial 
studies using historical trend data and recent claims experience. 

 The other postemployment benefits obligation, which is supported by an actuarial study using 
employment data of the County and expected participation in benefit programs. 

 The net pension liability and related deferred inflows/outflows of resources reported in relation to IMRF, 
which is supported by actuarial studies using census data of the County’s plan participants. 

 
  Financial Statement Disclosures 
 
The disclosures in the notes to the financial statements are neutral, consistent, and clear. 



To the Chair and Members of the 
  Board of Lake County 
Waukegan, Illinois 
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 DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no significant difficulties in dealing with management in performing 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.  
 
A summary of uncorrected financial statement misstatements follows this required communication. 
Management has determined that their effects are immaterial, both individually and in the aggregate, to the 
financial statements taken as a whole. 
 
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, professional standards define a disagreement with management as a matter, 
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that 
could be significant to the financial statements or the auditors’ report. We are pleased to report that no such 
disagreements arose during the course of our audit. 
 

CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. If a consultation involves application of an accounting principle to the governmental unit’s financial 
statements or a determination of the type of auditors’ 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. 
 
 MANAGEMENT REPRESENTATIONS 
 
We have requested certain representations from management that are included in the management 
representation letter. This letter follows this required communication. 
 
 INDEPENDENCE  
 
We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and Lake County that, in our 
professional judgment, may reasonably be thought to bear on our independence. 
 
Relating to our audit of the financial statements of Lake County for the year ended November 30, 2016, Baker 
Tilly Virchow Krause, LLP hereby confirms that we are, in our professional judgment, independent with respect 
to Lake County in accordance with the Code of Professional Conduct issued by the American Institute of 
Certified Public Accountants. We provided no services to Lake County other than audit services provided in 
connection with the audit of the current year’s financial statements and the following nonaudit services which, in 
our judgment, do not impair our independence: CAFR preparation assistance, adjusting journal entries, year 
end accounting assistance, and ETSB consolidation study.
  
None of these nonaudit services that constitute an audit under generally accepted auditing standards, including 
Government Auditing Standards. 
 
 





 

 

MANAGEMENT REPRESENTATIONS

















 

 

SUMMARY OF UNCORRECTED FINANCIAL STATEMENT MISSTATEMENTS 
 



Total Total Change in
Total Assets/ Total Liabilities/ Net Position/ Total Expenses/ Net Position/

Deferred Outflows Deferred Inflows Fund Balances Revenues Expenditures Fund Balances

Governmental Activities (1,371,205)$             (4,422,928)$          1,371,205$         -$               43,241$           43,241$              
Business-Type Activities -                               (166,611)               -                         -                 (49,987)           (49,987)               
General Fund (207,315)                  -                            207,315              (426,272)    -                      (426,272)             
All Remaining Funds (206,620)                  (86,907)                 206,620              -                 395,615           395,615              

LAKE COUNTY
SUMMARY OF UNCORRECTED FINANCIAL STATEMENT MISSTATEMENTS

November 30, 2016

Financial Statements Effect -
Debit (Credit) to Financial Statement Total




