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To the Deferred Compensation Board
City of Milwaukee Deferred Compensation Plan
Milwaukee, Wisconsin 

Thank you for using Baker Tilly Virchow Krause, LLP as your auditor. 

We have completed our audit of the financial statements of City of Milwaukee Deferred Compensation Plan (the
"Plan") for the year ended December 31, 2015, and have issued our report thereon dated December 9, 2016.
This letter presents communications required by our professional standards. 

Our Responsibility under Auditing Standards Generally Accepted in the United States of America

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 the Deferred Compensation Board of their fiduciary
responsibilities. 

As part of the audit we obtained an understanding of the entity 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. 

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
engagement letter dated April 27, 2016 and our planning meeting on June 13, 2016.

Qualitative Aspect of Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies
and their application. The significant accounting policies used by the City of Milwaukee Deferred Compensation
Plan are described in Note 2 to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during the year ended December 31, 2015.

We noted no transactions entered into by the Plan during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.



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

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing 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 trivial, and communicate them to the appropriate level of management. For purposes
of this letter, professional standards define a significant audit adjustment as a proposed correction of the
financial statements that, in our judgment, may not have been detected except through our auditing procedures.

Management has corrected all significant audit adjustments and a summary is following this communication.

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 auditors' report. We are pleased to report that no such
disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. If a consultation involves application of an accounting principle to the Plan'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 Representations

We have requested certain representations from management that are included in the management
representation letter. This letter is attached for your reference.
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Significant Issues

Professional standards require us to communicate any significant issues that were discussed, or were the
subject of correspondence with management. We have provided you with a summary of those communications
below.

The accompanying financial statement for 2015 has been adjusted to properly record cash accounts and
accrued expenses. The adjustment is presented as cash and cash equivalents and accrued expenses in
the accompanying financial statement. The adjustment is necessitated by the identification of assets in
2015 as a result of the Plan's change in custodial banks as of January 3, 2015 from US Bank to Northern
Trust.  None of these assets were allocable or otherwise owing to participant accounts.  The effect of the
correction of the error did not have an impact on the current year net decrease on the Statement of
Changes in Fiduciary Net Position. Fiduciary net position at the beginning of 2015 has been adjusted for
the effects of the restatements on prior years. The income effect of this impact has not been calculated for
2014. 

Independence

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

Relating to our audit of the financial statements of City of Milwaukee Deferred Compensation Plan for the year
ended December 31, 2015, 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, in our
professional judgment, are independent with respect to the Plan. During the year ended December 31, 2015,
Baker Tilly Virchow Krause, LLP provided the following services to the Plan:

 Preparation of the financial statements

 Preparation of journal entries 

 Preparation of trial balance from trust statements 

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 Plan's auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with U.S. generally accepted accounting principles, the method of
preparing them has not changed from the prior period, and the information is appropriate and complete in
relation to our audit of the financial statements. We compared and reconciled the supplementary information to
the underlying accounting records used to prepare the financial statements or the financial statements
themselves. 

In addition to the items above, we have other matters that we wanted to communicate to you regarding the
operation of the Plan. Those items are included in the attached document.
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This information is intended solely for the use of the Deferred Compensation Board and management of City of
Milwaukee Deferred Compensation Plan and is not intended to be and should not be used by anyone other than
these specified parties. 

Milwaukee, Wisconsin
December 9, 2016

Page 4



                                               ATTACHMENT



MANAGEMENT RECOMMENDATIONS

During our audit, we found several deficient internal control procedures.  We understand the Plan has
undergone significant changes since the 2015 plan year, the year for which we performed our audit, and that
improvements to the Plan's internal controls could have already been addressed.  However, we wanted to bring
these recommendations to your attention:

 The Plan relies on its recordkeeper, Nationwide Retirement Services (Nationwide), to approve and
disburse participant loans. Nationwide does not receive a SOC 1 report that documents or tests this
accounting area.  This lack of oversight could potentially cause the Plan being administered outside of
the plan's master document provisions. We understand the plan has changed recordkeepers to Voya
Institutional Plan Services, LLC (Voya) during 2016.  We recommend that management ask Voya if a
SOC 1 report is performed. If not, that the proper reviews over loans are being performed.

Management Response: Voya receives a SSAE 16.

 Participant deferral changes are made manually by the Plan's accounting staff into the payroll system.
This procedure could be improved by having the Nationwide system (now Voya) integrated with the
payroll system, if available. This would reduce the risk for human error. Additionally, the Plan operates
with a small department which leads to situations where cross-training of staff is not available when
certain key staff is out (i.e. deferral changes and enrollments).  We understand with limited resources,
management will be unable to implement a robust cross-training or segregation of duty procedure.
However, we recommend management identify key risk areas where it would be essential for cross-
training to occur.

Management Response: With the transition from Nationwide to Voya as of October 3, 2016, all deferral changes
are automated.  When the automated process identifies errors, such are manually verified and/or corrected. 

 Management collects participant contributions and remits these funds to investment managers on their
behalf.  In doing so, it was determined that there is no control in place over the timely remittance of
these participant contributions.  Plans subject to Department of Labor (DOL) guidelines, which the Plan
is not, require all participant contributions be remitted to the trustee as soon as it is possible for the
funds to be segregated from general Plan assets, and in no instance shall that time extend beyond 7
days those funds were originally collected.  Most plans, regardless of if they fall under DOL oversight,
adhere to the same guidelines as it is their fiduciary responsibility to ensure fair and equitable
treatment of contributions. We noted several payroll remittances had a one to two week lag from the
payroll date to the date received by the recordkeeper. We recommend that management create a
process that would allow them to review the timeliness of participant contributions.
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MANAGEMENT RECOMMENDATIONS (cont.)

Management Response: The Plan’s internal operating procedures, as well as operating guidelines with its
recordkeeper, require the remittance of participant contributions as soon as practicable.  Furthermore, with the
automation of deferral elections, delays in remittance should be eliminated, since delays typically related to
errors in deferral process.  In addition, the remittance of deferrals is triggered by the automated deferral election
processing and if a delay were to occur, the Plan would be notified by Voya.  

 In the process of gaining an understanding of the Plan's internal controls, it was noted that periodic
reviews of certain aspects of the Plan trust statements are not currently performed or documented.
This includes the reconciliation of total net position per the participant summary reports to the total net
position of the Plan trust statements and total contributions per payroll records to total contributions
reported in the Plan trust statements. It is part of your fiduciary responsibility to ensure that the plan
statements reconcile to the underlying detail and that participant accounts are being accurately
accounted for. Regular reconciliations may also result in timely identification of any potential errors. We
recommend that these reports be reviewed with formal documentation on a regular basis, which may
be monthly, quarterly, or annually.

Management Response: With the transition to Northern Trust from US Bank as of January 3, 2015 and the more
recent transition from Nationwide to Voya as of October 3, 2016, all account positions and net asset values are
reconciled daily among Voya, Northern Trust, and the investment fund managers.  Moreover, other compliance
monitoring services are now being provided by Northern Trust to the Plan, which, when combined with the
automated deferral/payroll processing, ensures reliability and reconciled account positions.  

 Plan management has relied upon its custodian and asset managers to handle certain investment
transactions and responsibilities. Valuation and accuracy of investments should be reviewed to ensure
investments are stated at fair value.  Additionally, valuation methods over investments should be
documented in the custodian agreement or in the minutes.

Management Response: With the transition to Northern Trust from US Bank as of January 3, 2015 and the more
recent transition from Nationwide to Voya as of October 3, 2016, all account positions and net asset values are
reconciled daily among Voya, Northern Trust, and the investment fund managers.  Moreover, other compliance
monitoring services are now being provided by Northern Trust to the Plan, which ensures the reliability and
reconciliation of account positions and account valuations.  

Baker Tilly has also provided management with a recommendation letter dated July 14, 2016, regarding the
Plan's eligibility and the plan's master document. This letter has been attached to this communication for your
reference.

Management Response: The Plan now utilizes an “opt-out” enrollment process.  However, at this time, the lack
of certain identifying data points for new employees and non-participants prevents electronic processing of
enrollment decisions, which increases the risk of data breaches (i.e., loss of forms and/or information reported
thereon) and reduces the auditability of the opt-in and opt-out decisions by employees.  The Plan has requested
the legal authority to obtain all necessary data points on new employees and non-participants to fully automate
the electronic processing of enrollment decisions.  
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City of Milwaukee Deferred Compensation Plan TB. 2
Year End: December 31, 2015 Prepared by Senior Senior Manager
Adjusting Journal Entries DAM 11/3/2016
Date:  1/1/2015  To  12/31/2015 Partner EBP Pre Issue GASB Pre Issue

WTM 11/4/2016

Number Date Name Account No Reference Debit Credit Net Income (Loss) Amount Chg Recurrence Misstatement

Net Income (Loss) Before Adjustments (8,971,111.00 )

AJE-01 12/31/2015 NAAFB 500 PY FS 906,018.00
AJE-01 12/31/2015 Participant contributions 600 PY FS 906,018.00

To record prior year contribution
receivable.

906,018.00 906,018.00 (9,877,129.00 ) (906,018.00 )

AJE-02 12/31/2015 Participant Loans 300 TB.1.01 2,508,936.00
AJE-02 12/31/2015 Participant contributions 600 TB.1.01 5,480,590.00
AJE-02 12/31/2015 Distributions 700 TB.1.01 7,211,336.00
AJE-02 12/31/2015 Loan interest 850 TB.1.01 772,145.00
AJE-02 12/31/2015 Admin Expenses 900 TB.1.01 6,045.00

To record loan activity.

7,989,526.00 7,989,526.00 (7,368,193.00 ) 2,508,936.00

AJE-03 12/31/2015 Cash 100 FR.11.1 11,666,493.00
AJE-03 12/31/2015 Cash 100 FR.11.1 232,862.00
AJE-03 12/31/2015 Accrued expenses 400 FR.11.1 10,412,504.00
AJE-03 12/31/2015 NAAFB 500 FR.11.1 951,531.00
AJE-03 12/31/2015 NAAFB 500 FR.11.1 301,582.00
AJE-03 12/31/2015 NAAFB 500 FR.11.1 233,738.00

To record separate and clearing Factual
cash accounts to net assets or liablities

11,899,355.00 11,899,355.00 (7,368,193.00 ) 0.00

AJE-04 12/31/2015 Fees receivable 285 C.0 / FR.11.1 306,150.00
AJE-04 12/31/2015 (Gain) / Losses 800 C.0 / FR.11.1 306,150.00

To record receivable for 12b-1 Factual
revenue reimbursed to the plan in January
2016

306,150.00 306,150.00 (7,062,043.00 ) 306,150.00

AJE-05 12/31/2015 Participant contributions 275 C.6 1,241,081.00
AJE-05 12/31/2015 Participant contributions 600 C.6 1,241,081.00

To record participant receivable Factual
deposited in January 2016 for December 30
payroll
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City of Milwaukee Deferred Compensation Plan TB. 2-1
Year End: December 31, 2015 Prepared by Senior Senior Manager
Adjusting Journal Entries DAM 11/3/2016
Date:  1/1/2015  To  12/31/2015 Partner EBP Pre Issue GASB Pre Issue

WTM 11/4/2016

Number Date Name Account No Reference Debit Credit Net Income (Loss) Amount Chg Recurrence Misstatement

1,241,081.00 1,241,081.00 (5,820,962.00 ) 1,241,081.00

22,342,130.00 22,342,130.00 (5,820,962.00 ) 3,150,149.00
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