s/

NSIN DEPARTMENT
YEE TRUST FUNDS

STATE OF WISCONSIN

Department of Employee Trust Funds
Internal Audit

ANALYTICAL ANALYSISAUDIT OF

ANNUITY SYSTEM FILE MAINTENANCE

NOVEMBER 2005

2005-5A

Board Mtg Date Item #

ETF 12/16/2005 2




801 W Badger Road

PO Box 7931
STATE OF WISCONSIN Madison Wl 53707-7931
Department of Employee Trust Funds 1-877-533-5020 (toll free)
¥ Eric O. Stanchfield Fax (608) 267-4549
e SECRETARY TTY (608) 267-0676
v WISCONSIN DEPARTMENT http://etf.wi.gov

OF EMPLOYEE TRUST FUNDS.

o

November 15, 2005

Eric O. Stanchfield, Secretary

Department of Employee Trust Funds

Dear Eric:

Subject: Analytical Analysis Audit of Annuity System File Maintenance

Attached is the Board report on the analytical analysis of Annuity System File Maintenance. |
acknowledge the cooperation of staff in the Divisions of Retirement Services and Information

Technology and thank them for the time and effort they spent helping with this audit. It could
not have been completed without their assistance.

Respectfully submitted by,

Gail Cartter, CPA
Auditor-in-Charge

Cc: Dave Stella, Deputy Secretary
Rhonda Dunn, Executive Assistant



ANALYTICAL ANALYSISAUDIT OF ANNUITY SYSTEM FILE MAINTENANCE

I. INTRODUCTION and AUDIT DESCRIPTION

Additions, corrections, and deletions to annuity system data are made using annuity file maintenance (FM) transactions. Because Department risk assessment
surveys in 2003 and 2004 showed this area to be a higher level of risk, we performed this audit. We analyzed transactions for years 2001- 2003.

Il. AUDIT OBJECTIVE

The objective of this audit was to analyze FM transactions, identify patterns in high-risk transactions, and determine appropriateness of processing. This audit
was performed as a data integrity review. We did not audit the records, but analyzed them. Therefore, we reviewed a low number of transactions to gain an

understanding and to look at existing controls.

I1l. RESULTS and OPINION

We performed 11 tests on 595 FM transactions. In our opinion, the entry and processing of data on the FM forms was performed in accordance with ETF
Internal Control Standards (accurate, authorized, complete, compliant, and timely). The level of accuracy on the high number of FM forms processed is a
testimony to the integrity and knowledge of ETF staff. However, we have the following concerns: 1) Incorrect data downloaded to Internal Audit’s (1A) server
was later changed without notifying IA of the change, and 2) Documentation supporting the FM was not always found in participants’ files. We suggest this
audit be performed on a continuous basis to ensure future FM processing follows ETF’s Internal Control Standards.

IV. PROCESS IMPROVEMENTS and PLANS OF ACTION

Process | mprovement: Develop/revise written policies/procedures to ensure
supporting documentation for FM transactions is retained and imaged.

Plan of Action: When the new Benefit Payment System (BPS) is implemented
in January 2006, the ET-7201, Annuitant Data & FM form, which was the basis
of this audit, will be eliminated. Staff will make FM entries directly into BPS
where the data will be edited, audited and stored historically. Once BPS testing
and implementation are completed, a schedule will be developed for the
revision and/or update of procedures and policy, if applicable.

Process | mprovement: Revise policies/procedures to ensure 1A’s monthly data
download data is accurate.

Plan of Action: Division of Information Technology (DolT) has revised
procedures to include notification to 1A if the monthly file is revised. With
BPS, IA will be able to download this data directly. It will be determined later
if BPS will provide this file or if IA will download the data.

Process | mprovement: Develop an edit and/or exception report to prevent the
incorrect creation of an imaged file for a person who is not a Wisconsin
Retirement System (WRS) participant. Note: For those who have never been
WRS participants, beneficiary and other documentation should be filed in the
WRS participant’s file.

Plan of Action: When BPS is implemented, it will not allow the imaging
system to create an imaged file for a beneficiary of an annuitant. The system
will suspend the transaction for manual research.

Process | mprovement: Ensure bank data on FM forms and on the annuity file
is accurate, authorized, complete, compliant, and timely. Although they did
not affect the annuity payments, we found two errors in the listing of bank
address and bank name.

Plan of Action: In BPS, bank addresses will be populated through an
electronic transaction comparing Department records with the Federal Reserve
Bank. The Federal Reserve will send the Department the correct bank address
and will identify any invalid bank routing entries for staff to resolve.

V. SECRETARY’S OFFICE COMMENTS

The Secretary’s Office is pleased that the majority of FM processing follows the internal control standards with a high level of accuracy. The Secretary’s
Office will discuss with 1A and Department managers the possibility of performing an audit such as this on a continuous basis.




