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1415 West Diehl Road, Suite 400
Naperville, IL 60563
630.566.8400

November 13, 2019

The Honorable President
Members of the Village Board
Village of Round Lake
442 North Cedar Lake Road
Round Lake, Illinois 60073
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 audit 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 6, 2019.
In addition, auditing standards require the communication of internal control related matters to
management. Our communication of these matters is enclosed within this document.
This information is intended solely for the use of the President, Village Board and Management of the
Village of Round Lake 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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1415 West Diehl Road, Suite 400
Naperville, IL 60563
630.566.8400

November 13, 2019

The Honorable President
Members of the Village Board
Village of Round Lake, Illinois
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 Village of Round Lake (the
Village) for the year ended April 30, 2019 in accordance with the modified cash basis of accounting
as described in note 1d. 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 March 27, 2019. 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 financial statements.
No new accounting policies were adopted and the application of existing policies was not changed
during the year ended April 30, 2019, with the exception of the implementation of GASB Statement
No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,
which modified certain disclosures in the notes to financial statements and the supplementary
information, and for the implementation of GASB Statement No. 89, Accounting for Interest Cost
Incurred before the End of a Construction Period. which modified certain disclosures in the notes to
the financial statements. We noted no transactions entered into by the Village during the 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, including the IMRF and Police Pension net pension
liabilities, 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. We noted no other particularly sensitive estimates made by management during our audit
of the financial statements.
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Management’s estimate of the Village’s net pension liabilities and total 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 key factors and assumptions used to develop the management’s
estimates of the Village’s net pension liabilities and total other postemployment benefit liability in
determining that it is reasonable in relation to the financial statements taken as a whole.
The financial statement disclosures are neutral, consistent, and clear.
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 clearly trivial, and communicate them to the appropriate
level of management. We did not identify any misstatements during the course of the audit.
Disagreements with Management
For purposes of this letter, a disagreement with management is 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 November 13, 2019.
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.
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Other Matters
We were engaged to report on supplementary information (combining and individual fund
financial statements and schedules), which accompany the basic financial statements. With respect
to this supplementary information, we made certain inquiries of management and evaluated the
form, content, and methods of preparing the information to determine that the information
complies with 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 basic financial statements.
We compared and reconciled the supplementary information 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 Section and supplementary data which
accompany the basic financial statements. We did not audit or perform other procedures on this
other information and 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 President, Village Board and management of
the Village 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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VILLAGE OF ROUND LAKE, ILLINOIS
COMMUNICATION OF DEFICIENCIES
IN INTERNAL CONTROL AND
OTHER COMMENTS TO MANAGEMENT
April 30, 2019

-5-

1415 West Diehl Road, Suite 400
Naperville, IL 60563
630.566.8400

The Honorable President
Members of the Village Board
Village of Round Lake, 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 also identify certain matters which we communicate only to management.
While many of these matters are operational in nature, they may include internal control deficiencies
that do not meet the definition of a significant deficiency or material weakness. We have chosen to
communicate these matters in this communication. As discussed on the following pages, we
identified certain deficiencies in internal control. In addition, we reviewed the status of the
deficiencies dated April 30, 2018. The status of these is included in Appendix A.
This memorandum is intended solely for the information and use of management and is not intended
and should not be used by anyone other than these specified parties.
I encourage you to contact me at (630) 566-8535 should you have any questions.

Naperville, Illinois
November 13, 2019
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OTHER COMMENTS
Future Accounting Pronouncements
The Governmental Accounting Standards Board (GASB) has issued a number of
pronouncements that may impact the Village in the future.
GASB Statement No. 83, Certain Asset Retirement Obligations, addresses accounting and
financial reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset. A government that
has legal obligations to perform future asset retirement activities related to its tangible capital
assets should recognize a liability based on the guidance in this Statement. The requirements of
this standard are effective for the fiscal year ending April 30, 2020.
GASB Statement No. 84, Fiduciary Activities, establishes criteria for identifying fiduciary
activities. The focus of the criteria generally is on (1) whether a government is controlling the
assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship
exists. Separate criteria are included to identify fiduciary component units and postemployment
benefit arrangements that are fiduciary activities. The requirements of this standard are effective
for the fiscal year ending April 30, 2020.
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. Earlier application is encouraged.
GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements, was issued in March 2018 and provides guidance on improving disclosures in
the notes to the financial statements related to debt, including direct borrowings and direct
placements of debt. This Statement defines debt for purposes of disclosure in notes to financial
statements as a liability that arises from a contractual obligation to pay cash (or other assets that
may be used in lieu of cash) in one or more payments to settle an amount that is fixed at the date
the contractual obligation is established. This Statement requires that additional essential
information related to debt be disclosed in notes to financial statements, including unused lines
of credit; assets pledged as collateral for the debt; and terms specified in debt agreements related
to significant events of default with finance-related consequences, significant termination events
with finance-related consequences, and significant subjective acceleration clauses. This
statement is effective for the fiscal year ending April 30, 2020.
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OTHER COMMENTS (Continued)
Future Accounting Pronouncements (Continued)
GASB Statement No. 90, Majority Equity Interests, an amendment of GASB Statements No. 14
and No. 61), intends to improve the consistency and comparability of reporting a government’s
majority equity interest in a legally separate organization and to improve the relevance of
financial statement information for certain component units. The Statement defines a majority
equity interest and specifies that a majority equity interest in a legally separate organization
should be reported as an investment if a government’s holding of the equity interest meets the
definition of an investment. This Statement also establishes that ownership of a majority equity
interest in a legally separate organization results in the government being financially accountable
for the legally separate organization and, therefore, the government should report that
organization as a component unit. This Statement also requires that a component unit in which a
government has a 100 percent equity interest account for its assets, deferred outflows of
resources, liabilities, and deferred inflows of resources at acquisition value at the date the
government acquired a 100 percent equity interest in the component unit. Transactions presented
in flows statements of the component unit in that circumstance should include only transactions
that occurred subsequent to the acquisition. The requirements of this Statement are effective for
the fiscal year ending April 30, 2020.
GASB Statement No. 91, Conduit Debt Obligations, which intends to provide a single method of
reporting conduit debt obligations by issuers and eliminate diversity in practice associated with
(1) commitments extended by issuers, (2) arrangements associated with conduit debt obligations,
and (3) related note disclosures. This Statement achieves those objectives by clarifying the
existing definition of a conduit debt obligation; establishing that a conduit debt obligation is not
a liability of the issuer; establishing standards for accounting and financial reporting of
additional commitments and voluntary commitments extended by issuers and arrangements
associated with conduit debt obligations; and improving required note disclosures. The
requirements of this Statement are effective for the fiscal year ending April 30, 2022.
We will advise the Village of any progress made by GASB in developing this 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 PRIOR YEAR COMMENTS
DEFICIENCIES
1.

Password Policy
During our testing, we noted that the Village does not have a formal policy requiring users
to change computer passwords on a regular basis. In order to reduce the risk of access to
computer files by unauthorized personnel, we recommend that the Village institute a policy
that requires passwords to be changed on a periodic basis. The Village may also wish to
investigate building into its software automatic expiration of passwords to ensure that they
are changed periodically. We have the following recommendations for using passwords:
•
•
•
•

Passwords should not be obvious. For example, if the user name is the last name, the
password should not be the person's first name.
The system should automatically request that the user reset the password after a set
period of time (90 days is a common standard).
Passwords must not be reused within an 18-month period.
Users should be locked out after three consecutive failed login attempts.

Status - Comment is still applicable as of April 30, 2019.
2.

Computer Controls
During our audit, we gained an understanding of the Village's general computer controls.
One of the basic elements of internal control is separation of duties so that no one person
controls all phases of an operation. In order to ensure adequate control over the Village’s
information system, proper segregation of duties is necessary. We recommend that any
changes to the master user file be documented and a report should be given to the
appropriate personnel for review.
Status - Comment is still applicable as of April 30, 2019.

3.

Reporting on the Cash Basis and Modified Cash Basis
The Village currently records and reports their financial activity on the Cash Basis and
Modified Cash Basis of Accounting, which is another comprehensive basis of accounting that
is not a generally accepted accounting principle (GAAP). GAAP requires that governmental
agencies report their governmental funds on the modified accrual basis of accounting and
business-type activities on the full accrual basis of accounting, which require the recognition
of revenues when they are both measurable and available and expenditures when they are due
and payable, rather than when the cash comes in or out of the Village. The Village has
determined that the needs and requirements of the external report users (i.e., the Board of
Trustee, citizens of the Village and the various State agencies) are being met with the cash
basis and modified cash basis of accounting. The Village’s current reporting is acceptable and
allows the financial records to be reported fairly in accordance with the cash basis and
modified cash basis of accounting. We would encourage the Village to continue to review the
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DEFICIENCIES (Continued)
3.

Reporting on the Cash Basis and Modified Cash Basis (Continued)
costs and benefits of converting to the modified accrual basis as the needs of their users may
change in future periods. For example, if the Village were to seek to issue additional debt in
order to finance a project, we would encourage the Village to seek the advice of a bond
consultant to determine if a change in accounting basis is warranted.
Status - Comment is still applicable as of April 30, 2019.

4.

System Generated Reports
During our review of the open accounts receivable system generated report, we noted that
the total account balance did not agree to the total for each category listed on the aging
report (i.e., 0-30 days, 31-60 days, etc.). The net difference is immaterial and the Village
does not record a receivable on the balance sheet due to being cash basis. However, we
recommend the Village to investigate and reconcile the difference so that the report is
accurate. Also, the Village should contact the software company and correct the error in
the calculations.
Status - Comment is still applicable as of April 30, 2019.

5.

Agency Fund
During the audit process, the Village staff and Sikich identified material financial
statement adjustments which affected the current year agency fund financial statements.
These adjustments included correcting cash, revenue, and long term debt. We recommend
that procedures or checklists be adopted and followed on a monthly or year end basis to
ensure these general ledger accounts are properly adjusted.
Status - Comment is considered implemented as of April 30, 2019.

- 15 - 10 -

APPENDIX A
STATUS OF PRIOR YEAR COMMENTS (Continued)
OTHER COMMENTS
1.

Old Outstanding Checks
The Village does not have a policy that relates to the aged outstanding checks. In one of its
accounts, checks dating back to 2002 remain on the outstanding check list for the bank
reconciliation. We recommend that the Village develop a policy and procedure for
accounting and resolving its old outstanding checks.
Status - Comment still applicable at April 30, 2019. The Village has $13,164 of checks
greater than 1 year outstanding. No action has been taken to clear these checks.

2.

Recapture Agreements
In the past several years, the Village has entered into a number of recapture agreements.
Because the nature of the individual agreement varies, the agreements can result in
receivables or payables in future periods.
The Village is not currently maintaining a subsidiary ledger to monitor the position of each
agreement. We recommend that the Village develop procedures to track each agreement
over time and the relative activity and position of each agreement.
Status - Comment still applicable at April 30, 2019.

3.

Internal Controls over Parking Lot Collections
We noted during our review of internal control over the Village’s parking lot cash
collection procedures that there is a lack of control at the older parking lot location. At the
newer location, the collection box is locked and can only be opened by the finance staff at
Village hall. Also, a receipt is printed that supports the amount actually collected. The
Village currently does not use these receipts to ensure the proper amount is being
deposited at the bank. We recommend the Village add controls at the older location and
consider adding the new locked collection boxes at the older location. We also recommend
the Village perform regular reconciliations of the money deposited at the bank from
collections.
Status - Comment still applicable at April 30, 2019.
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1415 West Diehl Road, Suite 400
Naperville, IL 60563
630.566.8400

The Honorable President
Members of the Village Board
Village of Round Lake, Illinois
In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Village
of Round Lake, Illinois (the Village) as of and for the year ended April 30, 2019, in accordance with
auditing standards generally accepted in the United States of America, we considered the Village’s
internal control over financial reporting (internal control) as a basis for designing 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 Village’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Village’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.
Given these limitations during our audit, we did not identify and deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified. We did identify significant deficiencies.
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
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.
In addition, we reviewed the status of the recommendations for the period ended April 30, 2018. The
status of these recommendations is included in Appendix A.
This communication is intended solely for the information and use of the President, the Board of
Trustees and the management of the Village and is not intended to be and should not be used by anyone
other than these specified parties.

Naperville, Illinois
November 13, 2019
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APPENDIX A
STATUS OF PRIOR YEAR COMMENTS
SIGNIFICANT DEFICIENCIES
1.

Custodial Credit Risk over Investments
The Village and Police Pension Fund investments were being held by the counterparty,
resulting in exposure to custodial credit risk. The Village’s investment policy requires that
all investments be held by an independent third party custodian. The Police Pension Fund’s
investment policy is silent regarding custodial credit risk for investments. The Government
Finance Officers Association best practice recommends separating the brokerage function
from the custodial function to implement proper internal controls over the purchase and
custody of investments. In addition, the Illinois Department of Insurance - Pension Division,
in their frequently asked questions (FAQ) also recommends segregating these two functions.
We recommend segregating the custodial function from the brokerage function for both
Village and Police Pension investments. We further recommend clarifying the investment
policy for the Police Pension Fund regarding custodial credit risk and the segregation of the
brokerage and custodial functions.
Status: Comment still applicable as of April 30, 2019.

2.

Segregation of Duties
A system of internal control provides for a proper segregation of the accounting functions.
This system would segregate recording of transactions, custody of assets, and authorization
of transactions. Proper segregation is not always possible in smaller entities, but limited
segregation to the extent possible can and should be implemented to reduce the risk of errors
or fraud. At the Village, there is a lack of segregation of duties due to the number of
personnel performing the accounting functions. The Village does have significant
compensating controls, such as Board approval of bills lists and Finance Director review and
approval of payroll transactions, accounts payable invoices and checks. We recommend that
management continuously review the current assignments of accounting functions and,
when possible, segregate duties and/or implement compensating controls to reduce the risk
of errors or fraud. Additionally we recommend that the Village’s finance department
employees be cross-trained on each other’s job responsibilities and that reviews and
approvals be more prevalent in the Village’s internal controls. We noted the following
specific weaknesses:
Outstanding
•

The same person that opens the mail is recording cash receipts in the general ledger.
Additionally, the same individual that collects and counts collections from the drop
box outside Village Hall records the receipts in the general ledger. These activities
should be segregated, if at all possible. The compensating control of having the
Finance Director code the receipts for nonrecurring receipts before entry somewhat
mitigates the lack of controls.

•

The Village does not lock the safe during the day; it is held open for access to finance
department employees. All employees are aware of how to access the safe. The Village
should limit access to the safe to specific individuals.
-1- 14 -

SIGNIFICANT DEFICIENCIES (Continued)
2.

Segregation of Duties (Continued)
Outstanding (Continued)
•

Employees who handle cash also have the ability to enter the financial software system
and edit or make changes to cash register entries. Also, a procedure is not in place that
monitors the frequency of modifications to cash register entries. Employees who
handle cash should not be allowed access to the system and modify their entries. All
changes to entries should be reviewed and approved by management.

•

The utility billing clerk is able to collect utility cash receipts and enter them into the
system. The clerk is also able to go into the system and add/edit/delete customers from
the system. These functions should be kept separate and any edits to customer accounts
should be reviewed and approved.

Status: Comment still applicable as of April 30, 2019.
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FIRM PROFILE
CERTIFICATIONS
All professional accounting staff with more than one year of
experience have earned or are working toward earning the
Certified Public Accountant designation. Sikich is a member of the
American Institute of Certified Public Accountants’ Governmental
Audit Quality Center and the Employee Benefit Plan Audit Quality

Center. We adhere to the strict requirements of membership
which assure we meet the highest standards of audit quality. In
2017 Sikich LLP received its 10th consecutive unmodified (“pass”)
peer review report, the highest level of recognition conferred
upon a public accounting firm for its quality control systems.
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2018/2019 AWARDS
• 2019/2020 Inner Circle for Microsoft
Dynamics

• Best Places to Work in Illinois
• Best Places to Work in Indiana
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SIKICH IS PROUD TO BE PART OF:
THE LEADING EDGE ALLIANCE
The Leading Edge Alliance (LEA) is the second largest international association of independent
accounting firms.* The LEA is an international professional association of independently-owned
accounting and consulting firms. Members are top quality firms who share an entrepreneurial spirit
and a drive to be the premier provider of professional services in their chosen markets. The Alliance
provides Sikich with an unbeatable combination: the comprehensive size and scope of a large
multinational company while offering their clients the continuity, consistency, and quality service
of a local firm.
*International Accounting Bulletin, 2011
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PrimeGlobal is one of the top five largest associations of independent accounting firms in the
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