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October 15, 2021 

 

FINAL REPORT TRANSMITTAL LETTER 

 

Honorable Wayne County Commissioners: 

 

Enclosed is the final copy of the Office of Legislative Auditor General’s Financial Assessment – 

Limited Review report for the HealthChoice of Michigan audited financial statements for the fiscal 

year ended September 30, 2020 and 2019.  Our report is dated September 7, 2021; DAP No. 2021-

57-906.  The report was accepted by the Audit Committee at its meeting held on September 29, 

2021, and formally received by the Wayne County Commission on October 7, 2021. 

  

We are pleased to inform you that officials from HealthChoice of Michigan provided their full 

cooperation.  If you have any questions, concerns, or desire to discuss the report in greater detail, 

we would be happy to do so at your convenience.  This report is intended for your information and 

should not be used for any other purpose.  Copies of all Office of Legislative Auditor General’s 

final reports can be found on our website at:  

https://www.waynecounty.com/elected/commission/oag/legislative-auditor.aspx 

 

Sincerely,   

 
 Marcella Cora, CPA, CIA, CGMA 

 Auditor General 
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September 7, 2021                              DAP No. 2021-57-906 

 

 

   

Honorable Raymond E. Basham, Chairman 

Committee on Audit 

Wayne County Commission   

County of Wayne, Michigan   

500 Griswold Ave., Suite 727 

Detroit, MI  48226 

 

Subject: Office of Legislative Auditor General’s Financial Assessment – Limited Review 

Report for the HealthChoice of Michigan Audited Financial Statements for the fiscal 

year ended September 30, 2020. 

 

Dear Chairman Basham: 

 

The Office of Legislative Auditor General (OAG) received (see attachment) the HealthChoice of 

Michigan financial statements for the fiscal year ended September 30, 2020 for review, assessment 

and recommendation. Because we have performed more extensive financial reviews of the 

HealthChoice of Michigan financial statements in the past in accordance with professional 

attestation standards, and determined they were complete, thorough, and in accordance with 

generally accepted accounting principles, we elected to conduct a limited review of their financial 

statements for the fiscal year ended September 30, 2020. 

 

Our limited review is substantially less in scope than an examination or audit in accordance with 

Generally Accepted Government Auditing Standards or Generally Accepted Auditing Standards, the 

objective of which is the expression of an opinion on the audited financial statements.  Accordingly, 

we do not express such an opinion.   

 

Our limited review of the HealthChoice of Michigan audited financial statements, for the fiscal year 

ended September 30, 2020, included, but was not necessarily limited to, a thorough and complete 

review of the documents; limited inquiries of county officials; and analytical review procedures.  

Below, we have summarized some key items from the financial and other reports for consideration 

by the Committee and Commission members. 
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Background  

 

• HealthChoice of Michigan (the “Corporation”), formed by the County of Wayne, Michigan 

(the “County”) under the Municipal Health Corporation Act of 1987, was incorporated 

January 30, 1992 to manage a health care program benefitting employers of the County 

businesses that are unable to provide health care benefits to these employees.  The 

Corporation started its operation in May 1999.  The Corporation administers the program in 

conjunction with Access to Care, a unit of the County, which provides the personnel and 

administrative support to manage the program.  The total cost of the support for the year 

ended September 30, 2020 and 2019 was $586,044 and $655,043, respectively, of which 

$236,044 and $71,043 was outstanding as of September 30, 2020 and 2019, accordingly. 

 

• For financial reporting purposes, the Corporation is a legal unit separate from the County of 

Wayne, Michigan.  The financial statements of the Corporation will be incorporated in the 

financial statements of the County as a component unit. 

 

External Auditors Reports and Letters  

 

• The HealthChoice of Michigan received an “Unmodified Opinion” on the audited financial 

statements for the Corporation for the fiscal year ended September 30, 2020 and 2019 from 

Alan C. Young & Associates, P.C., the independent external auditor.  An unmodified opinion 

is issued when the external auditors conclude the financial statements, taken as a whole,  are 

presented fairly, in all material respects, the financial position of the entity in accordance 

with the Generally Accepted Accounting Principles. It is the best type of opinion an entity 

may receive from an external auditor.  

 

• A report on Internal Controls over Financial Reporting and on Compliance and Other Matters 

Based on an Audit of Financial Statements Performed in Accordance with Government 

Auditing Standards.  The report identified no deficiencies in internal controls that are 

considered material weaknesses or no instances of noncompliance or other matters that 

would be required to be reported under Government Auditing Standards. 

 

• A Communication Required Under AU-C 260 (To Those Charged with Governance), and 

Other Comments and Recommendations. In this communication, the auditors stated that they 

became aware of certain deficiencies in internal control other than significant deficiencies or 

material weaknesses, and other matters that are opportunities for strengthening internal 

controls and operating efficiency, as described below:  
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RESERVES 

 

Condition: 

When the Corporation pays a “Network Provider” it withholds a certain agreed upon 

percentage, up to a contractually agreed upon amount, to be used in case of bankruptcy or 

insolvency of the “Network Provider” or a chronic or other failure of the “Network 

Provider” to timely and appropriately reimburse the providers of services rendered to the 

enrollees. According to the contract agreements with its “Network Providers,” the 

Corporation should maintain the balance in a Reserve Fund Bank Account. The Corporation 

shall pay the Reserve Fund deposits to the bank within 5 business days after it pays the 

“Network Providers” the corresponding payment. During the audit a few occurrences were 

noted where the deposit to the Reserve Fund was made more than 5 business days after the 

corresponding payment to the “Network Providers” was made. In addition, it was noted that 

the Corporation continued to withhold percentage of the payment of a “Network Provider” 

for the Reserve Fund for several months after the reserve balance had reached the agreed 

upon limit based on the contract with the “Network Provider.” The Corporation 

subsequently disbursed the excess reserve withheld to the “Network Provider.” 

 

Recommendation: 

The Corporation establish a process to ensure that the deposits in the Reserve Fund are made 

within 5 business days after it pays the “Network Providers” the corresponding payment as 

per the contractual agreement. Further, the Corporation should review the Reserve Fund 

balance for each “Network Provider” when calculating their monthly disbursement to 

ensure that it does not withhold from the “Network Provider” reserves in excess of their 

agreed upon reserve limit. This will ensure full compliance with the contractual agreements 

with the “Network Providers.” 

  

Financial Highlights 

 

• Total Assets at September 30, 2020 were approximately $15.9 million and were comprised 

mostly of cash and cash equivalents.  This is an increase in assets, from 2019, of 

approximately 19%.  This increase is primarily due to a boost in cash and cash equivalents 

and investments. 

 

• Total Liabilities were approximately $4.1 million as of September 30, 2020, and increase 

from the prior year of approximately $0.3 million, or approximately 8%.  

 

• Net Position increased by $2,191,219, or 23%, from $9,668,667 as of September 30, 2019 to 

$11,859,886 as of September 30, 2020.   

 

 

 

 

 

 



 
 

Honorable Raymond E. Basham, Chairman   

FY 2020 HealthChoice of Michigan  

Financial Assessment – Limited Review  

DAP No. 2021-57-906 

Page 4 of 5 

 
 

Statement of Net Position (In Thousands) 

 

Description FY 2020 FY 2019 
Increase 

(Decrease) 

Primary Reasons 

Assets $15,917 $13,426 $2,491 
Primarily due to increase in Investments. 

Liabilities $4,057 $3,758 $0.3 
Consistent with the prior year. 

 

Net Position $11,860 $9,668 $2,192 

Increase primarily due to operating 

revenue exceeding operating expenses by 

$2.1 million. 

 

• Operating revenues increased by 2.7% from the year ended September 30, 2019 to the year 

ended September 30, 2020 with an approximately 1% increase in operating expenses.  The 

net operating income increased by approximately 20% from $1.8 million as of September 

20, 2019 to $2.2 million as of September 30, 2020. 

 

• For the year ended September 30, 2020, the Corporation’s actual operating revenues were 

under final budgeted revenues by approximately $383,000. The Corporation’s operating 

expenditures were approximately $604,000 below budgeted levels. 

 

Economic Factors 

HealthChoice of Michigan experienced a decrease in enrollment in the second half of the fiscal year.  

The loss was due to the COVID-19 pandemic that forced many small businesses to close for 

significant periods of time.  The small business sector has been one of the hardest hit areas during 

the pandemic.  Even with the loss, HealthChoice’s enrollment was higher at the end of this fiscal 

year (‘19-’20) compared to the end of the previous fiscal year (’18-’19).  It is expected that small 

businesses will continue to struggle as the pandemic persists into 2021.  HealthChoice is anticipating 

continued fluctuations in enrollment. 

 

Restitution Income 

During the fiscal years ended September 30, 2020 and 2019, the Corporation received previously 

written off restitution of $498 and $2,085, respectively, for the settlement with HealthChoice’s 

former executive director. The total restitution ordered by the judge in the case was $1,030,767. The 

Corporation considers the collectability of the remaining $592,278 to be highly unlikely, so the 

remaining balance has been fully reserved, and no net receivable is shown on the statement of net 

position. 

 

COVID-19 Pandemic 

In December 2019, a novel strain of coronavirus was reported to have surfaced in China. In March 

2020, the World Health Organization officially declared this coronavirus outbreak (also referred to 

as COVID-19) a pandemic. The spread of this virus began to cause some business disruption in the 

Corporation’s business. While the disruption is currently expected to be temporary, there is 

considerable uncertainty around the duration. Therefore, management is carefully monitoring the 
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situation and evaluating its options during this time and expects the matter to negatively impact its 

operating results. However, the related financial impact and duration cannot be reasonably estimated 

at this time. No adjustments have been made to these financial statements because of this uncertainty. 

 

Conclusion and Recommendation: 

Based on our limited review, nothing came to our attention that caused us to believe the financial 

report, including the audited financial statements of HealthChoice of Michigan are not presented in 

conformity with generally accepted accounting principles.  

 

It is our recommendation that the OAG’s Financial Assessment – Limited Review Report of the 

HealthChoice of Michigan financial statements for fiscal year ended September 30, 2020, be 

forwarded to the Wayne County Commission for receiving and filing.   

 

Respectfully submitted, 

 
Marcella Cora, CPA, CIA, CGMA, CICA 

Auditor General 

 

  

Cc:  Honorable Alisha Bell, Chair, Board of Trustees, HealthChoice of Michigan 

        Honorable Tim Killeen, Treasurer – HealthChoice of Michigan 

Honorable Monique Baker-McCormick, Member, Board of Trustees, HealthChoice of                

Michigan 

 Christopher Johnson, Director-Access to Care 

 Melita Jordan, Director, Health, Human, & Veteran Services 

        Hughey Newsome, Chief Financial Officer 

        Yogesh Gusani, Deputy Chief Financial Officer 

        Shauntika Bullard, Director, Grants and Contract Management 
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HealthChoice of Michigan  

2021 Board of Trustees and Voting Members 
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HealthChoice of Michigan  

Financial Statements 

Fiscal Years Ended September 30, 2020 and 2019 
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