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July 12, 2013 
 
 
The Audit Committee and Board of Directors 
The Illinois State Toll Highway Authority 
 
Ladies and Gentlemen: 
 
As Special Assistant Auditors for the Auditor General of the State of Illinois, we have audited 
the financial statements of the Illinois State Toll Highway Authority (the Tollway) as of and for 
the year ended December 31, 2012, and have issued our reports thereon dated July 12, 2013. The 
Tollway is a component unit of the State of Illinois. Under our professional standards, we are 
providing you with the accompanying information related to the conduct of our audit. 

Our Responsibility under Professional Standards 

We are responsible for forming and expressing opinions about whether the financial statements, 
which have been prepared by management with the oversight of the Audit Committee and Board 
of Directors, are presented fairly, in all material respects, in conformity with U.S. generally 
accepted accounting principles. We have a responsibility to perform our audit of the financial 
statements in accordance with professional standards. In carrying out this responsibility, we 
planned and performed the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether caused by error or fraud. Because of the 
nature of audit evidence and the characteristics of fraud, we are to obtain reasonable, not 
absolute, assurance that material misstatements are detected. We have no responsibility to plan 
and perform the audit to obtain reasonable assurance that misstatements, whether caused by error 
or fraud, that are not material to the financial statements are detected. Our audit does not relieve 
management or the Audit Committee and Board of Directors of their responsibilities. 

In addition, in planning and performing our audit of the financial statements, we considered 
internal control over financial reporting (internal control) as a basis for designing our auditing 
procedures 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 Tollway’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Tollway’s internal control. 
However, during the course of our audit, we identified certain deficiencies in internal control 
that we consider to be significant deficiencies. Our required communications to you in writing, 
under professional standards, of all significant deficiencies and material weaknesses in internal 
control identified during our audit were provided to you under separate cover in a report dated 
July 12, 2013. 

 

 
 

KPMG LLP 
Aon Center 
Suite 5500 
200 East Randolph Drive 
Chicago, IL 60601-6436 
 

KPMG LLP is a Delaware limited liability partnership, 
the U.S. member firm of KPMG International Cooperative 
(“KPMG International”), a Swiss entity. 

 

 

 



The Audit Committee and Board of Directors 
The Illinois State Toll Highway Authority 
July 12, 2013 
Page 2 of 5 

 

We also have a responsibility to communicate significant matters related to the financial 
statement audit that are, in our professional judgment, relevant to the responsibilities of the 
Audit Committee and Board of Directors in overseeing the financial reporting process. We are 
not required to design procedures for the purpose of identifying other matters to communicate to 
you. 

Other Information in Documents Containing Audited Financial Statements 

Our responsibility for other information in documents containing the Tollway’s financial 
statements and our auditors’ report thereon does not extend beyond the financial information 
identified in our auditors’ report, and we have no obligation to perform any procedures to 
corroborate other information contained in these documents. We have, however, read the other 
information included in the Tollway’s Comprehensive Annual Financial Report, and no matters 
came to our attention that cause us to believe that such information, or its manner of 
presentation, is materially inconsistent with the information, or manner of its presentation, 
appearing in the financial statements. 

Accounting Practices and Unusual Transactions 

Significant Accounting Policies 

The significant accounting policies used by the Tollway are described in note 1 to the financial 
statements. 

Unusual Transactions 

We noted no transactions entered into by the Tollway 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. 

Qualitative Aspects of Accounting Practices 

We have discussed with Tollway management our judgments about the quality, not just the 
acceptability, of the Tollway’s accounting principles as applied in its financial reporting. The 
discussions generally included such matters as the consistency of the Tollway’s accounting 
policies and their application, and the understandability and completeness of the Tollway’s 
financial statements, which include related disclosures. 

Management Judgments and Accounting Estimates 

The preparation of the financial statements requires management of the Tollway to make a 
number of estimates and assumptions relating to the reported amounts of assets and liabilities 
and the disclosure of contingent assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the period. 
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Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s current judgments. Those judgments are normally based on 
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 
markedly from management’s current judgments. 

Workers’ Compensation Self-Insurance Liability 

The Tollway is primarily self-insured for workers’ compensation claims made against the 
Tollway. Management’s estimate of the workers’ compensation self-insurance liability is based 
on a review of reported incidents, consultation with outside legal counsel, analysis of historical 
claim and settlement patterns, and actuarial computations prepared by consulting actuaries. The 
workers’ compensation self-insurance liability presented in the financial statements is the 
estimated present value of existing claims (both known and an estimate of those that have been 
incurred but not yet reported) that will be settled in the future, and considers anticipated payout 
patterns prior to payment. We evaluated the key factors and assumptions used to develop the 
estimated liability in determining that the recorded workers’ compensation self-insurance 
liability is reasonable in relation to the financial statements of the Tollway taken as a whole. 

Valuation of Derivative Instruments 

Governmental Accounting Standards Board Statement No. 53, Accounting and Financial 
Reporting for Derivative Instruments (GASB 53) requires the Tollway to recognize the fair 
value of its hedging derivative instruments and report changes in fair value as deferred inflows 
or deferred outflows in the statement of net assets if there is an effective hedging relationship. 
The Tollway has hired an external specialist as the external expert to determine the fair value of 
the derivative instruments. The valuation of the derivative instruments was performed using the 
zero-coupon method. The valuation includes accrued interest and it also considers any embedded 
component transactions such as options. We evaluated the key factors and assumptions used by 
management to determine the fair value of the hedging derivative instruments and determined 
the approach is reasonable in relation to the financial statements of the Tollway taken as a 
whole. 

Uncorrected and Corrected Misstatements 

In connection with our audit of the Tollway’s financial statements, we have discussed with 
management certain financial statement misstatements that have not been corrected in the 
Tollway’s books and records as of and for the year ended December 31, 2012. We have reported 
such misstatements to management in a Summary of Uncorrected Audit Differences. We have 
received written representations from management that management believes that the effects of 
the uncorrected financial statement misstatements are immaterial, both individually and in the 
aggregate, to the financial statements. 
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Attached to this letter is a copy of the summary that has been provided to, and discussed with, 
management. 

In addition, during the course of our audit, we identified no financial statement misstatements 
that were corrected by the Tollway. 

Disagreements with Management 

There were no disagreements with management on any material financial accounting and 
reporting matters that, if not satisfactorily resolved, would have caused a modification of our 
auditors’ report on the Tollway’s financial statements. 

Management’s Consultation with Other Accountants 

To the best of our knowledge, management has not consulted with or obtained opinions, written 
or oral, from other independent accountants during the year ended December 31, 2012. 

Significant Issues Discussed, or Subject to Correspondence, with Management 

Major Issues Discussed with Management Prior to Retention 

Our audit was contracted through the Office of the Auditor General of the State of Illinois. We 
generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with the Office of the Auditor General, Tollway management, and the Audit 
Committee and Board of Directors. However, these discussions occurred in the normal course of 
our professional relationship and our responses were not a condition to our retention. 

Material Written Communications 

Attached to this letter please find copies of the following material written communications 
between Tollway management and KPMG: 

1. Communications letter; 

2. Management representation letter; and 

3. Summary of Corrected and Uncorrected Audit Differences. 

Significant Difficulties Encountered during the Audit 

In order to complete our audit, management must complete its closing schedule on a timely 
basis, prepare audit related reports, answer questions, and provide documentation where 
required. These tasks were accomplished by the Tollway’s personnel and no significant 
difficulties were encountered in performing our audit. Our audit of the Tollway’s financial 
statements was completed according to the schedule set forth in our audit plan presented to the 
Audit Committee and Board of Directors on December 12, 2012. 
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This letter to the Audit Committee and Board of Directors is intended solely for the information 
and use of the Audit Committee, Board of Directors, and Tollway management, and is not 
intended to be and should not be used by anyone other than these specified parties. 

Very truly yours, 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 









































Illinois State Toll Highway Authority

Summary of Uncorrected Audit Misstatements

For Year Ended 12/31/12

Income Statement Effect ‐ 
Debit (Credit)

ID Description of misstatement Type of misstatement Accounts Debit (Credit)
Income effect according to 
Iron Curtain (Balance Sheet) 

method
Net Position Current Assets Noncurrent Assets

Current 
Liabilities

Noncurrent 
Liabilities

Operating 
Activities

Investing 
Activities

Financing 
Activities

Beginning Net Position 11,686,932 11,686,932

Capital Assets ‐ Construction in Progress ‐11,686,932 ‐11,686,932

Beginning Net Position 11,418,697 11,418,697

Toll Evasion Recovery Revenue  ‐11,418,697 ‐11,418,697

Aggregate of uncorrected audit differences  ‐11,418,697 23,105,629 ‐11,686,932

Financial statement amounts (per final financial statements) 205,351,968 1,850,749,932 5,479,725,287

Uncorrected audit differences as a percentage of financial statement amounts ‐5.56% 1.25% ‐0.21%

Cash Flow Effect ‐ Increase (Decrease)Balance Sheet Effect ‐ Debit (Credit)Correcting Entry Required at Current Period End

To record a capital asset 
impairment related to an inactive 
road development project.

Factual1

3

The reconciliation of operating 
income to net cash provided by 
operating activities includes 
adjustments and changes in 
assets and liabilities that are 
nonoperating. 

Presentation

2
To correct beginning net 
position/toll evasion recovery 
revenue

Factual


