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SYNOPSIS 
A motion is requested to accept the audit of the Village’s financial records for Year Ended December 31, 
2011, also known as the Comprehensive Annual Financial Report (CAFR) dated December 31, 2011, as 
audited by Baker Tilly Virchow Krause, LLP. Acceptance of the audit and CAFR is required prior to 
submittal to the State of Illinois. The deadline to submit the CAFR and audit to the State is June 30, 2012.  
 
STRATEGIC PLAN ALIGNMENT 
The goals for 2011-2018 identified Exceptional Municipal Organization.  
 
FISCAL IMPACT 
N/A. 
 
RECOMMENDATION 
Approval on the June 12, 2012 Consent Agenda. 
 
BACKGROUND 
The Village is required to submit the Comprehensive Annual Financial Report (CAFR) to the State within 
six months of the end of the fiscal year or June 30, 2012. The Village’s auditors are Baker Tilly Virchow 
Krause, LLP (Baker Tilly). 
 
The purpose of the financial audit is to determine whether the financial reports of the Village are presented 
fairly and whether the Village has complied with applicable laws and regulations. The Village’s audited 
financial statements convey to the public that the statements are presented in accordance with generally 
accepted accounting principles. Comprehensive Annual Financial Reports are also positively regarded by 
the bond market, which facilitates the Village receiving more favorable rates when borrowing and 
maintaining a strong bond rating. Baker Tilly provided the Village with an unqualified opinion of the 
Village’s financial position. 
 
The Village has prepared the CAFR for the Certificate of Achievement for Excellence in Financial 
Reporting Program by the Governmental Finance Officers Association of the United States and Canada 
for more than 20 years. 
 
ATTACHMENTS 
Year Ended December 31, 2011 Comprehensive Annual Financial Report 
Baker Tilly Management Letter 
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TWO WAY AUDITOR COMMUNICATION REGARDING YOUR AUDIT 

Statement on Auditing Standards (SAS) No. 114 establishes requirements and provides guidance to an 
auditor's communication with those charged with governance in relation to an audit of financial 
statements. The standard defines those charged with governance as the person(s) with responsibility for 
overseeing the strategic direction of the Village and obligations related to accountability of the Village. 
Most times in local government those charged with governance means the governing body. 

Among other things, the SAS directs the auditor to communicate with those charged with governance -

> The auditor's responsibilities under generally accepted auditing standards 

> An overview of the planned scope and timing of the audit; and 

> Significant findings from the audit. 

Regarding the last bullet point, significant findings from the audit, the auditor should communicate: 

> The auditor's view about qualitative aspects of significant accounting practices 

> Significant difficulties, if any, encountered during the audit 

> Uncorrected misstatements 

> Disagreements with management, if any 

> Other findings or issues 

Unless all of those charged with governance are involved in managing the Village, the following should 
also be communicated: 

> Material corrected misstatements 

> Representations the auditor is requesting from management 

> Managements consultations with other accountants 

> Significant issues, if any, arising from the audit, or subject of correspondence, with management. 

How does this impact the Village? We are providing increased communications to you throughout the 
audit process. We have previously issued an additional letter to you covering the items noted above. The 
requirements provide for two-way communication and are important in assisting the auditor and you with 
more information relevant to the audit. 

In addition, as this audit is concluded, we use what we have learned to begin the planning process for 
next year's audit. It is important that you understand the following points about the scope and timing of 
our next audit: 

a. We address the significant risks of material misstatement, whether due to fraud or error, through 
our detailed audit procedures. 

b. We will obtain an understanding of the five components of internal control sufficient to assess the 
risk of material misstatement of the financial statements whether due to error or fraud, and to 
design the nature, timing, and extent of further audit procedures. We will obtain a sufficient 
understanding by performing risk assessment procedures to evaluate the design of controls 
relevant to an audit of financial statements and to determine whether they have been 
implemented. We will use such knowledge to: 

> Identify types of potential misstatements. 
> Consider factors that affect the risks of material misstatement. 
> Design tests of controls, when applicable, and substantive procedures. 
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TWO WAY AUDITOR COMMUNICATION REGARDING YOUR AUDIT (cont.) 

c. We will not express an opinion on the effectiveness of internal control over financial reporting or 
compliance with laws, regulations, and provisions of contracts or grant programs. 

d. The concept of materiality recognizes that some matters, either individually or in the aggregate, 
are important for fair presentation of financial statements in conformity with generally accepted 
accounting principles while other matters are not important. In performing the audit, we are 
concerned with matters that, either individually or in the aggregate, could be material to the 
financial statements. Our responsibility is to plan and perform the audit to obtain reasonable 
assurance that material misstatements, whether caused by errors or fraud, are detected. 

We are very interested in your views regarding certain matters. Those matters are listed here: 

a. We typically will communicate with your top level of management unless you tell us otherwise. 

b. We understand that the Village Board of Trustees has the responsibility to oversee the strategic 
direction of your organization, as well as the overall accountability of the Village. Management 
has the responsibility for achieving the objectives of the Village. 

c. We need to know your views about your Village's objectives and strategies, and the related 
business risks that may result in material misstatements. 

d. Which matters do you consider warrant particular attention during the audit, and are there any 
areas where you request additional procedures to be undertaken? 

e. Have you had any significant communications with regulators? 

f. Are there other matters that you believe are relevant to the audit of the financial statements? 

Also, is there anything that we need to know about the attitudes, awareness, and actions of the Village 
concerning: 

a. The Village's internal control and its importance in the Village, including how those charged with 
governance oversee the effectiveness of internal control? 

b. The detection or the possibility of fraud? 

We also need to know if you have taken actions in response to developments in financial reporting, laws, 
accounting standards, governance practices, or other related matters, or in response to previous 
communications with us. 

With regard to the timing of our audit, here is some general information. We generally complete 
preliminary audit work after completion of the prior year's audit. Our final fieldwork is completed once 
management has prepared fully adjusted trial balances. After fieldwork, we wrap up our audit procedures 
at our office. Final copies of our report and other communications are issued after approval by your staff. 
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REQUIRED COMMUNICATION TO THOSE CHARGED WITH GOVERNANCE 

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. 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 (those charged with 
governance) of their responsibilities. 

As part of the audit we obtained an understanding of the Village and its environment, including internal 
control, sufficient to assess the risks of material misstatement of the financial statements and to design 
the nature, timing and extent of further audit procedures. The audit was not designed to provide 
assurance on internal control or to identify deficiencies in internal control. 

As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we performed tests of the Village's compliance with certain provisions of laws, regulations, 
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance 
with such provisions. 

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 you in 
our management letter accompanying the December 31,2010 audit. 

QUALITATIVE ASPECTS OF THE VILLAGE'S SIGNIFICANT ACCOUNTING PRACTICES 

Accounting Policies 

Management has the responsibility for 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 Village are described in Note 1 to the financial statements. The Village implemented GASB 54 Fund 
Balance Reporting and Governmental Fund Type Definitions for the fiscal year 2011. The application of 
existing policies was not changed during fiscal year 2011. We noted no transactions entered into by the 
Village 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. 
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REQUIRED COMMUNICATION TO THOSE CHARGED WITH GOVERNANCE (cont.) 

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: 

Depreciation expense 
Insurance claims payable 
Net pension asset and obligation 
Other post employment benefit obligation 

Financial Statement Disclosures 

The disclosures in the financial statements are neutral, consistent, and clear. 

DIFFICUL TIES ENCOUNTERED IN PERFORMING THE AUDIT 

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

AUDIT ADJUSTMENTS 

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. 
For purposes of this letter, professional standards define an audit adjustment as a proposed correction of 
the financial statements that, in our judgment, may not have been detected except through our auditing 
procedures. An audit adjustment mayor may not indicate matters that could have a significant effect on 
the Village's financial reporting process. Matters underlying adjustments proposed by the auditor could 
potentially cause future financial statements to be materially misstated. 

There were proposed adjustments which were immaterial to the Village's financial statements and, as 
such, were not adjusted. The first adjustment related to the accrual of salaries and wages earned by 
employees during the fiscal year 2011, but not paid until fiscal year 2012. The uncorrected misstatement 
resulted in Governmental Activities and General Fund liabilities and expenditures being understated by 
$415,832 and $18,270, respectively, and beginning net assets and fund balance being overstated by 
$397,562. The second adjustment related to a receivable for reimbursement of construction costs being 
recorded in fiscal year 2011, but not in the prior fiscal year when the cost was incurred. The uncorrected 
misstatement resulted in Governmental Activities revenue and beginning net assets being understated by 
$450,000. 

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. 
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REQUIRED COMMUNICATION TO THOSE CHARGED WITH GOVERNANCE (cont.) 

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 REPRESENTA TlONS 

We have requested certain representations from management that are included in the management 
representation letter, and attached as Appendix A to this report. 

INOEPENDENCE 

We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and the Village that, in 
our professional jUdgment, may reasonably be thought to bear on our independence. 

Relating to our audit of the financial statements of for the year ended December 31, 2011, Baker Tilly 
Virchow Krause, LLP hereby confirms in accordance with the Code of Professional Conduct issued by the 
American Institute of Certified Public Accountants, that we are, in our professional judgment, independent 
with respect to the Village and provided no services to the Village other than the audit of the current 
year's financial statements and the following: 

> Compiled TIF compliance reports 

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. 

INFORMATIONAL POINT 

GASB STATEMENT NO. 61: THE FINANCIAL REPORTING ENTITY: OMNIBUS 

The Governmental Accounting Standards Board (GAS B) has issued Statement No.51, which changes 
governmental financial reporting for component units. These changes will affect your financial statements 
for the year ended December 31, 2013, primarily the government-wide financial statements, and possibly 
the fund financial statements. 

This Statement modifies certain requirements for inclusion of component units in the financial reporting 
entity. For organizations that previously were required to be included as component units by meeting the 
fiscal dependency criterion, a financial benefit or burden relationship also would need to be present 
between the primary government and that organization for it to be included in the reporting entity as a 
component unit. Further, for organizations that do not meet the financial accountability criteria for 
inclusion as component units but that, nevertheless, should be included because the primary 
government's management determines that it would be misleading to exclude them, this Statement 
clarifies the manner in which that determination should be made and the types of relationships that 
generally should be considered in making the determination. 
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INFORMATIONAL POINT (cont.) 

This Statement also amends the criteria for reporting component units as if they were part of the primary 
government (that is, blending) in certain circumstances. For component units that currently are blended 
based on the "substantively the same governing body" criterion, it additionally requires that (1) the 
primary government and the component unit have a financial benefit or burden relationship or (2) 
management (below the level of the elected officials) of the primary government have operational 
responsibility (as defined) for the activities of the component unit. New criteria also are added to require 
blending of component units whose total debt outstanding is expected to be repaid ent'lrely or almost 
entirely with resources of the primary government. The blending provisions are amended to clarify that 
funds of a blended component unit have the same financial reporting requirements as a fund of the 
primary government. Lastly, additional reporting guidance is provided for blending a component unit if the 
primary government is a business-type activity that uses a single column presentation for financial 
reporting. 

This Statement also clarifies the reporting of equity interests in legally separate organizations. It requires 
a primary government to report its equity interest in a component unit as an asset. 

We can assist you with determining how these new requirements will affect your financial statements. 

Oak Brook, Illinois 
May 31,2012 
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May 31, 2012 

Baker Tilly Virchow Krause, LLP 
1301 W. 220d Street, Ste. 400 
Oak Brook, IL 60523 

Dear Baker Tilly Virchow Krause, LLP: 

We are providing this letter in connection with your audit of the financial 
statements of the Village of Downers Grove as of December 31,2011 and for the year then ended 
for the purpose of expressing an opinion as to whether the financial statements present fairly, in all 
material respects, the respective financial position of the governmental activities, the business-type 
activities, the aggregate discretely presented component unit, each major fund, and the aggregate 
remaining fund information of the Village of Downers Grove and the respective changes in financial 
position and cash flows, where applicable, in conformity with accounting principles generally 
accepted in the United States of America. We confirm that we are responsible for the fair 
presentation of the previously mentioned financial statements in conformity with accounting 
principles generally accepted in the United States of America. We are also responsible for adopting 
sound accounting policies, establishing and maintaining internal control, and preventing and 
detecting fraUd. 

We confirm, to the best of our knowledge and belief, the following 
representations made to you during your audit. 

1. The financial statements referred to above are fairly presented in conformity with accounting 
principles generally accepted in the United States of America and include all properly classified 
funds and other financial information of the primary government and all component units 
required by generally accepted accounting principles to be included in the financial reporting 
entity. 

2. We have made available to you all-

a. Financial records and related data (and all audit or relevant monitoring reports, if any, 
received from funding sources.) 

b. Minutes of the meetings of the Village of Downers Grove Board, Downers Grove Police 
Pension Board, Downers Grove Fire Pension Board, and Downers Grove Library Board or 
summaries of actions of recent meetings for which minutes have not yet been prepared. 

3. There have been no communications from regulatory agencies concerning noncompliance with, 
or deficiencies in, financial reporting practices. 

4. There are no material transactions that have not been properly recorded in the accounting 
records underlying the financial statements. 



Baker Tilly Virchow Krause, LLP 

May 31,2012 
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5. We believe the effects of the two uncorrected financial statement misstatements are immaterial, 
both individually and in the aggregate, to the basic financial statements taken as a whole. The first 
adjustment related to the accrual of salaries and wages earned by employees during the fiscal year 
2011, but not paid until fiscal year 2012. The uncorrected misstatement resulted in Governmental 
Activities and General Fund liabilities and expenditures being understated by $415,832 and 
$18,270, respectively, and beginning net assets and fund balance being overstated by $397,562. 
The second adjustment related to a receivable for reimbursement of construction costs being 
recorded in fiscal year 2011, but not in the prior fiscal year when the cost was incurred. The 
uncorrected misstatement resulted in Governrnental Activities revenue and beginning net assets 
being understated by $450,000. In addition, you have recommended adjusting journal entries, and 
we are in agreement with those adjustments. 

6. We acknowledge our responsibility for the design and implementation of programs and controls to 
prevent and detect fraud. 

7. We have no knowledge of any fraud or suspected fraud affecting the entity involving: 
a. Management, 
b. Employees who have significant roles in internal control, or 
c. Others where the fraud could have a material effect on the financial statements. 

8. We have no knowledge of any allegations of fraud or suspected fraud affecting the entity received 
in communications from employees, former employees, analysts, regulators, or others. 

9. We have identified to you any previous financial audits, attestation engagements, and other studies 
related to the audit objectives and whether related recommendations have been implemented. 

10. The Village of Downers Grove has no plans or intentions that may materially affect the 
carrying value or classification of assets; liabilities, or fund equity. 

11. The following, if any, have been properly recorded or disclosed in the financial statements: 

a. Related party transactions, including revenues, expenditures/expenses, loans, transfers, 
leasing arrangements, and guarantees, and amounts receivable from or payable to related 
parties. 

b. Guarantees, whether written or oral, under which the Village of Downers Grove is contingently 
liable. 

c. All accounting estimates that could be material to the financial statements including the key 
factors and significant assumptions underlying those estimates and measurements. We believe 
the estimates and measurements are reasonable in the circumstances, consistently applied, 
and adequately disclosed. 

12. We are responsible for compliance with federal, state, and local laws, regulations, and provisions of 
contracts and grant agreements applicable to us, including tax or debt limits and debt contracts; 
and we have identified and disclosed to you all federal, state, and local laws, regulations and 
provisions of contracts and grant agreements that we believe have a direct and material effect on 
the detenmination of financial statement amounts or other financial data significant to the audit 
objectives, including legal and contractual provisions for reporting specific activities in separate 
funds. 



Baker Tilly Virchow Krause, LLP 

May 31,2012 
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13. There are no-

a. Violations or possible violations of budget ordinances, provisions of contracts and grant 
agreements, federal, state, and local laws or regulations including those pertaining to adopting 
and amending budgets, tax or debt limits, and any related debt covenants whose effects should 
be considered for disclosure in the financial statements or as a basis for recording a loss 
contingency, or for reporting on noncompliance. 

b. Unasserted claims or assessments that our lawyer has advised us are probable of assertion 
and must be disclosed in accordance with generally accepted accounting principles. 

c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by 
generally accepted accounting principles. 

d. Nonspendable, restricted, committed, or assigned fund balances that were not properly 
authorized and approved. 

e. Rates being charged to customers other than the rates as authorized by the applicable 
authoritative body. 

f. Violations of restrictions placed on revenues as a result of bond resolution covenants such as 
revenue distribution or debt service funding. 

14. The Village of Downers Grove has satisfactory title to all owned assets, and there are no liens or 
encumbrances on such assets nor has any asset been pledged as collateral. 

15. The Village of Downers Grove has complied with all aspects of contractual agreements that would 
have a material effect on the financial statement in the event of noncompliance. 

16. We have followed all applicable laws and regulations in adopting, approving, and amending 
budgets. 

17. The financial statements include all component units as well as joint ventures with an equity 
interest, and properly disclose all other joint ventures and other related organizations. 

18. The financial statements properly classify all funds and activities. 

19. All funds that meet the quantitative criteria in GASB Statement No. 34 and No. 37 for presentation 
as major are identified and presented as such and all other funds that are presented as major are 
particularly important to financial statement users. 

20. Components of net assets (invested in capital assets, net of related debt; restricted; and 
unrestricted) and equity amounts are properly classified and, if applicable, approved. 

21. Provisions for uncollectible receivables have been properly identified and recorded. 

22. Expenses have been appropriately classified in or allocated to functions and programs in the 
statement of activities, and allocations have been made on a reasonable basis. 
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23. Revenues are appropriately classified in the statement of activities within program revenues and 
general revenues, contributions to term or permanent endowments, or contributions to permanent 
fund principal. 

24. Interfund, internal, and intra-entity activity and balances have been appropriately classified and 
reported. 

25. Deposits and investment securities are properly classified as to risk, and investments are properly 
valued. 

26. The Village of Downers Grove has no derivative financial instruments such as contracts that could 
be assigned to someone else or net settled, interest rate swaps, collars or caps. 

27. Capital assets, including infrastructure assets, are properly capitalized, reported, and, if 
applicable, depreciated. 

28. We have appropriately disclosed the Village of Downers Grove's policy regarding whether 
to first apply restricted or unrestricted resources when an expense is incurred for purposes 
for which both restricted and unrestricted net assets are available and have determined 
that net assets were properly recognized under the policy. We have also disclosed our 
policy regarding how restricted and unrestricted fund balance is used when an expenditure 
is incurred for which both restricted and unrestricted fund balance is available, including the 
spending hierarchy for committed, assigned, and unassigned amounts. 

29. We acknowledge our responsibility for the required supplementary information (RSI). The 
RSI is measured and presented within prescribed guidelines and the methods of 
measurement and presentation have not changed from those used in the prior period. We 
have disclosed to you any significant assumptions and interpretations underlying the 
measurement and presentation of the RSI. 

30. We acknowledge our responsibility for presenting the introductory section, combining and 
individual fund financial statements and schedules, supplemental data, and the statistical 
section in accordance with accounting principles generally accepted in the United States of 
America, and we believe the introductory section, combining and individual fund financial 
statements and schedules, supplemental data, and the statistical section, including its form 
and content, is fairly presented in accordance with accounting principles generally 
accepted in the United States of America. The methods of measurement and presentation 
of the introductory section, combining and individual fund financial statements and 
schedules, supplemental data, and the statistical section have not changed from those 
used in the prior period, and we have disclosed to you any significant assumptions or 
interpretations underlying the measurement and presentation of the supplementary 
information. 
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31. We assume responsibility for, and agree with, the findings of specialists in evaluating the net OPES 
and net pension obligation and related actuarial valuation information and have adequately 
considered the qualifications of the specialists in determining the amounts and disclosures used in 
the financial statements and underlying accounting records. We did not give or cause any 
instructions to be given to specialists with respect to the values or amounts derived in an attempt to 
bias their work, and we are not otherwise aware of any matters that have had impact on the 
independence or objectivity of the specialists. 

32. In regards to the nonattest services performed by you listed below, we have 1) made all 
management decisions and performed all management functions; 2) designated an individual with 
suitable skill, knowledge, or experience to oversee the services; 3) evaluated the adequacy and 
results of the services performed, and 4) accepted responsibility for the results of the services. 

a. Compiled TIF financial statements 

We have evaluated and classified any subsequent events as recognized or unrecognized through the date of 
this letter. To the best of our knowledge and belief, no events, including instances of noncompliance, have 
occurred subsequent to the balance sheet date and through the date of this letter that would require adjustment 
to or disclosure in the aforementioned financial statements. 

Sincerely, 

Village of Downers Grove 
~ 

"'-" 70/ 
Signed: ~ ~/-

Signed:~~ 
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