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PLANNED SCOPE AND TIMING OF THE AUDIT  
 
We performed the audit according to the planned scope and timing previously communicated to you. 
 
 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 the department are described in Note 1 to the 
financial statements. As described in Note 1 to the financial statements, the department changed accounting 
policies related to reporting certain items previously reported as assets and liabilities by adopting Statement of 
Governmental Accounting Standards (GASB) Statement No. 65, Items Previously Reported as Assets and 
Liabilities in 2014. Accordingly, the cumulative effect of the accounting change is reported in the current period. 
We noted no other transactions entered into by the department during the year that were both significant and 
unusual, and of which, under professional standards, we are required to inform you, or 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 sensitive estimates affecting the financial statements were: 
 

 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. We evaluated the key factors and 
assumptions used to develop the estimate in determining that it is reasonable in relation to the financial 
statements taken as a whole. 

 The other postemployment benefits obligation, which is supported by an actuarial study using 
employment data of the county and expected participation in benefit programs. We evaluated the key 
factors and assumptions used to develop the estimate in determining that it is reasonable in relation to 
the financial statements taken as a whole. 
 

  Financial Statement Disclosures 

The disclosures in the financial statements are neutral, consistent, and clear. 
 
 DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no significant difficulties in dealing with management in performing our audit. 
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 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 
chose to pass on adjusting for the proper recording of unearned revenue associated with the amounts placed 
on deposit with the department by members of The North Lake County Water Special Services Planning Group.  
The effect of the uncorrected adjustment on the financial statements increases unearned revenue and 
decreases net position by $207,232, and increases revenues and current year income by $24,963. 
 
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 auditor’s 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. It was noted the department used an independent accounting firm to perform the following 
procedures: 
 

 Wholesale customer billing audits 

 
 MANAGEMENT REPRESENTATIONS 
 
We have requested certain representations from management that are included in the management 
representation letter. That letter follows this required communication. 
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GASB UPDATES 
 
The following is a schedule of GASB projects:  
 

Task or Event Effective Date Impact 

GASB No. 68 ‒ 
Accounting and 
Financial Reporting for 
Pensions 

December 31, 2015 The county belongs to the IMRF. The IMRF is two 
agent multi-employer defined-benefit, public employee 
pension plan. The IMRF has represented that it will 
provide the information necessary for the employers 
to implement GASB No. 68. The county’s share of the 
net pension liability / asset will be reported in its full-
accrual funds and the government-wide financial 
statements. The footnote disclosures will have 
significant changes. 

GASB No. 70 ‒ 
Accounting and 
Financial Reporting 
For Nonexchange 
Financial Guarantees 

December 31, 2015 This standard provides guidance for non-exchange 
financial guarantees that the county would become 
involved in. 
 
  

GASB No. 71 – 
Pension Transition for 
Contributions Made 
Subsequent to the 
Measurement Date – 
an amendment of 
GASB No. 68 

December 31, 2015 The requirements of this Statement will eliminate the 
source of a potential significant understatement of 
restated beginning net position and expense in the 
first year of implementation of GASB No. 68 in the 
accrual-basis financial statements of the county. This 
will be addressed with the implementation of GASB 
No. 68. 

Current Agenda 
Project: Fair Value 
Measurement  

Proposed effective 
date – June 30, 
2016 (Exposure 
Draft issued in May 
2014) 

The objective of this project is to review and consider 
alternatives for the further development of the 
definition of fair value, the methods used to measure 
fair value and the applicability of fair value guidance to 
investments and other items currently reported at fair 
value, and the potential disclosures about fair value. 
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GASB UPDATES (cont.) 
 

Task or Event Effective Date Impact 
Current Agenda 
Project: Fiduciary 
Responsibilities 

The GASB Board is 
expected to issue an 
Exposure Draft in 
October 2015 

This project is to assess what additional guidance 
should be developed regarding the application of the 
fiduciary responsibility criteria in deciding whether and 
how governments should report fiduciary activities in 
their financial reports. 

Current Agenda 
Project: Leases 

The GASB Board is 
scheduled to issue 
an Exposure Draft in 
January 2016 

The objective of this project is to re-examine issues 
associated with lease accounting, consider 
improvements to existing guidance, and provide a 
basis for the GASB Board to consider whether the 
current guidance is appropriate based on the 
definitions of assets and liabilities. 

Current Agenda 
Project: Other 
Postemployment 
Benefits Accounting 
and Financial 
Reporting 
 

Proposed effective 
date for plans – 
December 31, 2016; 
Proposed effective 
date for employers – 
December 31, 2017; 
Proposed effective 
dates for pensions 
not administered by 
a trust – June 30, 
2017 (Exposure 
Drafts issued in May 
2014) 
 

The Board will consider the possibility of modifications 
to the existing standards of accounting and financial 
reporting for other postemployment benefits (OPEB) 
by state and local governmental employers and by the 
trustees, administrators, or sponsors of OPEB plans. 
GASB has stated that their objectives are to increase 
financial reporting transparency and to improve the 
usefulness of information to the various users of the 
financial statements. 

Current Agenda 
Project: Blending 
Requirements for 
Certain Business-Type 
Activities 

The GASB Board is 
expected to issue an 
Exposure Draft in 
June 2015 

The objective of this project would be improve 
financial reporting by addressing issues related to 
inconsistent presentation of component units in 
financial reporting of governments engaged only in 
business-type activities. 

Current Agenda 
Project: External 
Investment Pools 

The GASB Board is 
expected to issue an 
Exposure Draft in 
June 2015 

The objective of this project is to improve financial 
reporting by external investment pools and pool 
participants that report positions in investment pools. 

Current Agenda 
Project: Irrevocable 
Charitable Trusts 

The GASB Board is 
expected to issue an 
Exposure Draft in 
May 2015 

The objective of this project is to determine what 
accounting and financial reporting guidance, if any, 
should be established for irrevocable charitable trusts 
held for the benefit of governmental entities. 

Current Agenda 
Project: Tax 
abatement 
Disclosures 

Proposed effective 
date – December 
31, 2016 (Exposure 
Draft issued in 
October 2014) 

The objective of this project is to determine what 
disclosure guidance for governments that have 
granted tax abatements, if any, are essential to 
financial statement users. 
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GASB UPDATES (cont.) 
 
The GASB has two other projects which are on hold. They include the conceptual framework for 
recognition and economic condition reporting – financial projections.  
 
The GASB revisits GASB standards ten (10) years after issuance. The GASB is currently revisiting GASB 
Statement No. 34, Basic Financial Statements – and Management’s Discussion and Analysis for State 
and Local Governments, as well as reporting model-related pronouncements including Statements Nos. 
37, 41, and No. 46 and Interpretation No. 6, Recognition and Measurement of Certain Liabilities and 
Expenditures in Governmental Fund Financial Statements. The GASB has indicated that they are 
revisiting the following major provisions of these standards: management’s discussion and analysis, 
government-wide financial statements, fund financial statements, capital asset reporting, budgetary 
comparisons, special purpose government reporting, and related notes to financial statements. In 
addition, the GASB is revisiting debt extinguishments, which includes a reexamination of GASB 
Statement Nos. 7, 23, and 62. We will share updates with you as they become available. 
 
Full lists of projects, as well as many resources, are available on GASB’s website which is located at 
www.gasb.org. 
 
  



 
 

 

MANAGEMENT REPRESENTATIONS










