
 

 

 
  
 
 
 
 
 
 
 
 
To the Voluntary Employee Benefits Association (VEBA) Committee  
DSRA Benefit Trust Plan 
 
 
We have audited the financial statements of DSRA Benefit Trust Plan (the Plan) as of and for the year 
ended December 31, 2016, and have issued our report thereon dated February 16, 2018.  Professional 
standards require that we advise you of the following matters relating to our audit. 
 
Our Responsibility in Relation to the Financial Statement Audit 
 
As communicated in our engagement letter, our responsibility, as described by professional standards, 
is to form and express an opinion about whether the financial statements that have been prepared by 
management with your oversight are presented fairly, in all material respects, in accordance with the 
modified cash basis of accounting.  Our audit of the financial statements does not relieve you or 
management of your respective responsibilities. 
 
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of material 
misstatement.   
 
We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.  
However, we are not required to design procedures for the purpose of identifying other matters to 
communicate to you.  
 
Planned Scope and Timing of the Audit  
 
We conducted our audit consistent with the planned scope and timing we previously communicated to 
you. 
 
Compliance with All Ethics Requirements Regarding Independence 
 
The engagement team; others in our firm, as appropriate; and our firm have complied with all relevant 
ethical requirements regarding independence. 
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Internal Control 
 
In planning and performing our audit of the Plan’s financial statements in accordance with auditing 
standards generally accepted in the United States of America, we considered the Plan’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 opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Plan’s internal control.  Accordingly, 
we do not express an opinion on the effectiveness of the Plan’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 or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that 
were not identified.  In addition, because of inherent limitations in internal control, including the 
possibility of management override of controls, misstatements due to error or fraud may occur and not 
be detected by such controls.  However, as discussed below, we identified certain deficiencies in 
internal control that we consider to be material weaknesses and other deficiencies that we consider to 
be 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 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 entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. 
 
We consider the following deficiencies in the Plan’s internal control to be material weaknesses:  
 
 Assistance in Drafting the Plan’s Financial Statements and Material Adjustments 

 
The VEBA Committee requested that we assist them in drafting the Plan’s financial statements and 
related note disclosures in accordance with the modified cash basis of accounting and in 
accordance with the Department of Labor (DOL) Rules and Regulations for Reporting and 
Disclosure under ERISA.   

 
The Plan Administrator’s management does not appear to have the necessary knowledge and 
training to prepare the Plan’s financial statements and related footnote disclosures. 
 
In addition, the financial accounting provided to draft the financial statements required material 
adjustments to record insurance premiums and administrative expenses to service providers.  No 
reports appear to be provided to the VEBA Board of Directors (VBOD) that would enable them to 
review the account balances for these premiums and Plan expenses. 
 
We recommend that the VEBA Committee obtain reports on the expenditures, review them for 
accuracy and completeness, and record these expenses in the trial balance provided to the auditor. 
  
Management’s Response: 
 
At year end, the VEBA Committee will review the annualized reports and Schedules A from our 
service providers for accuracy before they are provided to the plan auditor.  The service providers 
will identify the total amount of plan expenses included in retiree paid premiums.  
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 Lack of Service Agreement with Blue Cross Blue Shield of Michigan (BCBSM) 
 
The Plan does not have a formal or written service agreement with BCBSM (TPA).  Plans are 
required to have written agreements, including fees, with service providers.  We recommend the 
Plan Administrator enter into a service agreement with BCBSM to establish the responsibilities and 
terms of the relationship.  The service agreement should clearly reflect each party’s current 
responsibilities to the other and serve to protect each party in event of non-performance or 
unforeseen issues.  The service agreement should be written to meet the DOL rules and 
regulations (effective April 1, 2012) relating to fee disclosures. 
 
Management’s Response: 
 
There was a substantial delay getting a final approved service agreement with BCBSM. Service 
agreements are now in place covering 2016 through 2018. BCBSM continued to carry out 100% of 
its responsibilities throughout the 2016 calendar year.  
 

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.  
 
We consider the following deficiencies in the Plan’s internal control to be significant deficiencies: 

 
 Lack of Review of SOC 1 Reports and Monitoring and Implementing User Controls  
 

During our audit, we noted that the Plan Administrator did not review and document the SOC 1 report of 
Comerica Bank (Comerica), the custodian of the Plan. Since a significant amount of the processing of Plan 
transactions is performed by Comerica, it is imperative that the Plan Administrator review the procedures at 
this service organization on a consistent basis and document such review in detail as part of due diligence in 
operating the Plan.  

 
We recommend documenting that the description of the controls listed within the SOC 1 report covers all 
applicable significant transactions and processes that affect the Plan's financial statements. In addition, if the 
SOC 1 report identifies noncompliance of the service organization's controls, consideration should be made 
as to the effects of the findings on the Plan's operations. In the instance of noncompliance, complementary 
controls at the Plan should be documented and enhanced as necessary. Listing the exceptions and the 
response of the service organizations' management alone is not sufficient. The Plan Administrator must 
document its own conclusions.  

 
Another item that the plan sponsor should document, in detail, is user controls. The SOC 1 report identifies 
controls for which Plan personnel are responsible and these are typically referred to as "Client Control 
Considerations." Client controls are complementary to the controls of the service organization and are 
necessary for the service organizations' controls to be achieved.  

 
We recommend a review of the SOC 1 report, documentation of the user controls and evidence how they are 
operating as they relate to this Plan. If controls are not in place, the Plan Administrator should implement and 
document the appropriate controls.  
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Management’s Response: 
 
Since this comment pertains to the Comerica process for handling asset investments, we will ask 
Comerica to personally report to the VBOD annually any and all process non-compliance with the 
service organizations controls. The SOC 1 report will be provided to the VBOD by Comerica. The 
Comerica representative will be asked to explain any and all impacts on the DSRA BT Plan’s 
financial statements. Upon completion of this step, the same SOC 1 report will be provided to the 
plan auditor.    

 
 Enrollment Forms Not Retained by BCBSM  
 

BCBSM was provided enrollment information when they began processing enrollments that utilizes a carry-
forward system.  If a participant does not change the coverage elected, the original coverage is renewed.  
When changes are requested by a participant, the change is entered into the database with no retention of 
the original election.  Without additional controls in place and documented when performed, incorrect 
elections could be processed and not be detected.  We recommend that the Plan monitor the procedures and 
controls at their service provider and request enrollment forms be retained to enable the auditor to request 
sample documentation for audit testing. 
 
Management’s Response: 
 
The VBOD has always preferred and recommended to our carriers and TPA’s that annual open 
enrollments be allowed to operate in such a way that the enrollee is not required to complete and 
submit new enrollment forms if there is no change in benefit selection.  These “evergreen” 
enrollments are highly appreciated by our membership. However, it does place a burden on the 
carriers and TPA to maintain enrollment forms back as far as 2009. Effective with the 2017 Open 
Enrollment window, BCBSM will maintain a digital copy of all participant enrollment forms.  

 
The Plan’s written responses to the material weaknesses and significant deficiencies identified in 
our audit have not been subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on those responses. 
  

Significant Accounting Policies 
 
Management has the responsibility to select and use appropriate accounting policies.  A summary of 
the significant accounting policies used by the Plan is included in Note 2 to the financial statements.  
There was no initial selection of accounting policies and no changes in significant accounting policies or 
their application during the year ended December 31, 2016, except for the adoption of FASB 
Accounting Standards Update (ASU) 2015-12, Plan Accounting: Defined Benefit Pension Plans (Topic 
960), Defined Contribution Pension Plans (Topic 962), Health and Welfare Benefit Plans (Topic 965): 
(Part I) Fully Benefit-Responsive Investment Contracts, (Part II) Plan Investment Disclosures, (Part III) 
Measurement Date Practical Expedient.  Part II eliminated the requirements to disclose individual 
investments that represent 5% or more of net assets available for benefits and the net appreciation or 
depreciation in fair value of investments by general type.  Part II also eliminated the requirement to 
disaggregate investments by nature, characteristics and risks, and now only requires investments be 
grouped by general type.  Parts I and III are not applicable to the Plan.  
 
The Plan also adopted FASB Accounting Standards Update No. 2014-15, Presentation of Financial 
Statements – Going Concern (ASU 2014-15).  The adoption of ASU 2014-15 requires management to 
evaluate whether there are conditions or events that raise substantial doubt about an entity’s ability to 
continue as a going concern within one year from the date the financial statements are available to be 
issued.   
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No matters have come to our attention that would require us, under professional standards, to inform 
you about (1) the methods used to account for significant unusual transactions and (2) the effect of 
significant accounting policies in controversial or emerging areas for which there is a lack of 
authoritative guidance or consensus. 
 
Significant Accounting Estimates 
 
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. 
 
There were no sensitive accounting estimates identified affecting the Plan’s financial statements. 
  
Financial Statement Disclosures  
 
Certain financial statement disclosures involve significant judgment and are particularly sensitive 
because of their significance to financial statement users.  The most sensitive disclosures affecting the 
Plan’s financial statements relate to the modified cash basis of accounting used to prepare the financial 
statements and the fair value measurements used for the Plan’s investments. 
 
Significant Difficulties Encountered During the Audit 
 
We encountered no significant difficulties in dealing with management relating to the performance of 
the audit. 
 
Uncorrected and Corrected Misstatements  
 
For purposes of this communication, professional standards require us to accumulate all known and 
likely misstatements identified during the audit, other than those that we believe are trivial, and 
communicate them to the appropriate level of management.  Further, professional standards require us 
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant 
classes of transactions, account balances or disclosures, and the financial statements as a whole. 
Management has corrected all identified misstatements.  

 
In addition, professional standards require us to communicate to you all material, corrected 
misstatements that were brought to the attention of management as a result of our audit procedures.  
The attached listing of material misstatements that we identified as a result of our audit procedures 
were brought to the attention of, and corrected by, management. 
 
Disagreements with Management 
 
For purposes of this letter, a disagreement with management is a matter, whether or not resolved to our 
satisfaction, concerning a financial accounting, reporting, or auditing matter, which could be significant 
to the Plan’s financial statements or the auditors’ report.  No such disagreements arose during the 
course of the audit. 
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Representations Requested from Management 
 
We have requested certain written representations from management, which are included in the 
attached letter dated February 16, 2018.  
 
Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters.  Management informed us that, and to our knowledge, there were no consultations 
with other accountants regarding auditing and accounting matters. 
 
Supplemental Information  
 
The supplemental information accompanying the financial statements is presented for the purpose of 
additional analysis and is not a required part of the financial statements, but is supplemental 
information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure 
under the Employee Retirement Income Security Act of 1974.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures in order to provide an opinion on the supplemental information in relation to the financial 
statements as a whole. 
 
Other Significant Findings or Issues 
 
In the normal course of our professional association with the Plan, we generally discuss a variety of 
matters, including the application of accounting principles and auditing standards, business conditions 
affecting the Plan, and business plans and strategies that may affect the risks of material misstatement. 
None of the matters discussed resulted in a condition to our retention as the Plan’s auditors. 
 
Distribution and Use of this Communication  
 
This communication is intended solely for the information and use of the VEBA Committee, the Plan’s 
management, and others within the Plan’s sponsor, and is not intended to be and should not be used 
by anyone other than these specified parties. 
 
 
 
 
 
Indianapolis, Indiana 
February 16, 2018 
 
 



 

 

 
 
 
 
February 16, 2018 
 
 
Katz, Sapper & Miller, LLP 
Indianapolis, Indiana 
 
 
This representation letter is provided in connection with your audit of the financial statements of DSRA 
Benefit Trust Plan (the Plan) as of and for the year ended December 31, 2016, and the supplemental 
schedules as of and for the year ended December 31, 2016, for the purpose of expressing an opinion 
as to whether the financial statements are presented fairly, in all material respects, in accordance with 
the modified cash basis of accounting, and whether the supplemental schedules are fairly stated in all 
material respects in relation to the financial statements as a whole. 
 
Certain representations in this letter are described as being limited to matters that are material.  Items 
are considered material, regardless of size, if they involve an omission or misstatement of accounting 
information that, in light of surrounding circumstances, makes it probable that the judgment of a 
reasonable person using the information would be changed or influenced by the omission or 
misstatement.  An omission or misstatement that is monetarily small in amount could be considered 
material as a result of qualitative factors. 
 
We confirm, to the best of our knowledge and belief, as of February 16, 2018, the following 
representations made to you during your audit. 
 
Financial Statements 
 
1. We acknowledge and have fulfilled our responsibilities, as set out in the terms of the audit 

engagement letter dated February 16, 2017, including our responsibility for the preparation and fair 
presentation of the financial statements and supplemental schedules. 
 

2. The financial statements as of December 31, 2016 and 2015 and for the year ended December 31, 
2016, are fairly presented in accordance with the modified cash basis of accounting, the notes 
include all disclosures required by laws and regulations to which the Plan is subject, including the 
Department of Labor’s (DOL) Rules and Regulations for Reporting and Disclosure under ERISA, 
and the supplemental schedules are fairly presented in accordance with the DOL’s Rules and 
Regulations for Reporting and Disclosure under ERISA.   

 
3. We acknowledge and have fulfilled our responsibility for the design, implementation, and 

maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

 
4. We acknowledge our responsibility for the design and implementation of programs and controls to 

prevent and detect fraud. 
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5. Significant assumptions we used in making accounting estimates, including those measured at fair 
value (if any), are reasonable.  Moreover, the measurement process used by management in 
determining accounting estimates was appropriate and consistent, the assumptions appropriately 
reflect management’s intent and ability to carry out specific courses of action, the disclosures 
related to accounting estimates are complete and appropriate, and no subsequent event has 
occurred that would require adjustment to the accounting estimates or disclosures included in the 
financial statements. 

 
6. Related party relationships and transactions, including relationships and transactions with parties-

in-interest, as defined by ERISA Section 3(14) and regulations thereunder, have been appropriately 
accounted for and disclosed in accordance with the requirements of the modified cash basis of 
accounting and ERISA Section 3(14) and regulations thereunder. 

 
7. All events subsequent to the date of the financial statements and through the date of this letter, and 

for which the modified cash basis of accounting require adjustment or disclosure, have been 
adjusted or disclosed. 

 
8. We are in agreement with the adjusting journal entries, if any, you have recommended, and they 

have been posted to the Plan’s accounts. 
 
9. The effects of all known actual or possible litigation, claims, and assessments, including those 

related to asserted and unasserted claims, if any, have been accounted for and disclosed in 
accordance with the modified cash basis of accounting. 

 
10. Other matters (e.g., breach of fiduciary responsibilities, nonexempt transactions, loans or leases in 

default, or events that jeopardize the tax status) that legal counsel have advised us that must be 
disclosed have been disclosed. 

 
11. Amendments to the Plan instrument, if any, have been properly recorded and disclosed in the 

financial statements. 
 
12. Material concentrations, if any, have been properly disclosed in accordance with the modified cash 

basis of accounting. 
 

13. Financial instruments with concentrations of credit risk, if any, have been properly recorded or 
disclosed in the financial statements. 
 

14. Guarantees, whether written or oral, under which the Plan is contingently liable, have been properly 
recorded or disclosed in accordance with the modified cash basis of accounting. 

 
15. The supplemental schedules or financial statements disclose the following: 

 
a. All non-exempt party-in-interest transactions, as defined in ERISA Section 3(14) and regulations 

thereunder. 
 

b. Investments or loans in default or considered to be uncollectible. 
 

c. Reportable transactions, as defined in ERISA Section 103(b)(3)(H) and regulations thereunder. 
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16. With regard to the fair value measurements and disclosures, we believe that the measurement 
methods, including related assumptions, used in determining fair values were appropriate and were 
consistently applied in accordance with the modified cash basis of accounting; the completeness 
and adequacy of the disclosures are in accordance with the modified cash basis of accounting; and 
no subsequent events have occurred requiring adjustment to the fair value measurements and 
disclosures included in the financial statements. 
 

17. Management has adopted and applied retrospectively FASB Accounting Standards Update (ASU) 
2015-12, Plan Accounting: Defined Benefit Pension Plans (Topic 960), Defined Contribution 
Pension Plans (Topic 962), Health and Welfare Benefit Plans (Topic 965): (Part I) Fully Benefit-
Responsive Investment Contracts, (Part II) Plan Investment Disclosures, (Part III) Measurement 
Date Practical Expedient, as discussed in Note 2 to the financial statements.   
 

Information Provided 
 
1. We have provided you with: 
 

a. Access to all information, of which we are aware, that is relevant to the preparation and fair 
presentation of the financial statements, such as records, documentation, and other matters.  
Among other things, relevant information includes all meeting minutes related to the Plan, or 
summaries of actions of recent meetings for which minutes were not prepared.  In addition, 
relevant information includes all communications from regulatory agencies concerning 
noncompliance with, or deficiencies in, financial reporting practices. 
 

b. Plan instruments, trust agreements, insurance contracts, or investment contracts and 
amendments to such documents entered into during the year, including amendments to comply 
with applicable laws. 
 

c. Additional information that you have requested from us for the purpose of the audit. 
 

d. Unrestricted access to persons within the Plan from whom you determined it necessary to 
obtain audit evidence. 

 
2. All material transactions have been recorded in the accounting records and are reflected in the 

financial statements and supplemental schedules. 
 
3. We have disclosed to you the results of our assessment of the risk that the financial statements 

may be materially misstated as a result of fraud. 
 

4. We have no knowledge of any fraud or suspected fraud that affects the Plan and involves: 
 

a. Management, 
 

b. Employees who have significant roles in internal control, or 
 

c. Others where fraud could have a material effect on the financial statements. 
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5. We have no knowledge of any allegations of fraud or suspected fraud affecting the Plan’s financial 
statements received in communications from employees, former employees, participants, regulators, 
beneficiaries, service providers, third-party administrators, or others. 

 
6. We have no knowledge of any instances of noncompliance or suspected noncompliance with laws 

and regulations (including ERISA, DOL, IRS regulations and Patient Protection and Affordable Care 
Act) whose effects should be considered when preparing the financial statements. 

 
7. We are not aware of any pending or threatened litigation, claims, or assessments or unasserted 

claims or assessments whose effects should be considered when preparing the financial 
statements in accordance with the modified cash basis of accounting, and we have not consulted a 
lawyer concerning litigation, claims, or assessments. 

 
8. We have disclosed to you the identity of the Plan’s related parties and parties-in-interest and all 

related party and party-in-interest relationships and transactions of which we are aware. 
 

9. The Plan has satisfactory title to all owned assets, which are recorded at fair value, and all liens, 
encumbrances, or security interests requiring disclosure in the financial statements have been 
properly disclosed. 

 
10. We have no – 
 

a. Plans or intentions that may materially affect the carrying value or classification of assets and 
liabilities. 

 
b. Intentions to terminate the Plan.  
 

11. The Plan has complied with all aspects of debt and other contractual agreements that would have a 
material effect on the financial statements in the event of noncompliance. 

 
12. The methods and significant assumptions used to estimate fair values of financial instruments, 

including nonreadily marketable securities, are disclosed in Note 3 of the financial statements.  The 
methods and significant assumptions used result in a measure of fair value appropriate for financial 
measurement and disclosure purposes. 

 
13. All required filings of Plan documents with the appropriate agencies have been made 

 
14. The Trust received a tax-exemption letter dated November 4, 2010, in which the Internal Revenue 

Service stated that the Trust, as then designed, was in compliance with the applicable requirements 
of the Internal Revenue Code (IRC).  The VEBA Committee believes that the Trust is currently 
designed and being operated in compliance with the applicable requirements of the IRC.  Therefore, 
they believe that the Trust was tax-exempt as of the financial statement date. 

 
15. We recognize that the audit procedures performed by you did not encompass procedures 

necessary to determine the tax-qualified status of the Plan, nor the possible tax consequences to 
the Plan Sponsor or Plan participants. 
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16. The Plan Administrator has complied with all required participant notice requirements, as applicable.  
 

17. The Plan has complied with the fidelity bonding requirements of ERISA. 
 

18. We have apprised you of all communications, whether written or oral, with regulatory agencies 
concerning the operation of the Plan. 

 
19. The Plan Administrator has not taken, nor expects to take, any uncertain tax positions that would 

require recognition of a liability or disclosure in the financial statements. 
 
20. We have obtained the service auditor’s SOC 1 report of Comerica Incorporated, the custodian.  We 

have reviewed such report, including the complementary user controls.  We have implemented the 
relevant user controls, and they were in operation as of the financial statement date. 

 
21. We acknowledge our responsibility for presenting the schedule of assets (held at end of year) and 

schedule of reportable transactions in accordance with the modified cash basis of accounting, and 
we believe these supplemental schedules, including their form and content, are fairly presented in 
accordance with the modified cash basis of accounting and in accordance with the DOL’s Rules 
and Regulations for Reporting and Disclosure under ERISA.  The methods of measurements and 
presentation of the supplemental schedules 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 supplemental schedules. 

 
22. The version of the Plan’s 2016 audited financial statements that we will file with the DOL using the 

EFAST2 system will be identical to the copy containing your manually-signed report provided to us. 
 

23. The Summary Annual Report (SAR) has been completed and communicated timely in accordance 
with the DOL’s Rules and Regulations for Reporting and Disclosure under ERISA. 

 
24. You have assisted in drafting the financial statements, related notes and supplemental schedules, 

and we have reviewed, approved, and accepted responsibility for the financial statements, related 
notes and supplemental schedules. Also, in regards to the assistance in drafting the financial 
statements, related notes and supplemental schedules services performed by you, preparation of 
Forms 5500 and 990, and preparation of reconciliations, we have – 

 
a. Assumed all management functions. 

 
b. Designated an individual with suitable skill, knowledge, or experience to oversee the services. 

 
c. Evaluated the adequacy and results of the services performed. 

 
d. Accepted responsibility for the results of the services. 
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25. We have responded fully and truthfully to all inquiries made to us by you during your audit. 
 
 
 
  
Paul Beiter, Chair of VEBA Committee 
 
 
 
  
Tom Olney, Treasurer of VEBA Committee 
 




