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CORRESPONDENCE MEMORANDUM

DATE: November 1, 2011
TO: Audit Committee Members
FROM: John Vincent, Director

Office of Internal Audit

SUBJECT: Summary of Proprietary Software Audit

This report is for Audit Committee review and discussion only. No action is
required.

Background

The Office of Internal Audit completed a review of proprietary software used within the
Department of Employee Trust Funds (ETF). Proprietary software is computer software
purchased by the Department. ETF has the right to use the software under certain
conditions but is restricted from other uses, such as modification. The audit was
requested by the Division of Management Services (DMS) to determine whether critical
proprietary software used by ETF has sufficient service and technical support. The audit
objectives and scope were developed in conjunction with DMS.

The examination was conducted in accordance with guidelines set forth in the Institute of
Internal Auditors’ International Standards for the Professional Practice of Internal
Auditing.

Summary of Audit Findings and Conclusions

The majority of the critical proprietary software reviewed has support for software and
technical issues and meets ETF'’s current and future needs -- with the exception of
Step2000. Step2000 is the Department’s electronic repository for member records. The
Applications Development Bureau within DMS reported that Step2000 has limits on how
well it integrates with other systems and noted it is not well supported. DMS will
evaluate the continued use of Step2000 as part of its Information Technology
Transformation Strategy and Planning Project which will begin in November 2011. The
Project will produce a detailed strategy and implementation plan. This will include
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metrics for transforming the Department’s legacy line of business information technology
into a more modern architecture that will support the eventual deployment of online
self-services. ' '

Office of the Secretary Comments

Because of the Department’'s dependence on proprietary soffware to provide core
services to our members, we are pleased with the results of this audit. This audit
determined that the Department’s most critical software has the necessary software and
technical support to ensure their continued operation with one exception. For that
exception, we are satisfied that measures are already being taken to evaluate the risks
and future value of this application which is important to performing daily tasks.

| will be at the Committee meeting to answer any questions that you may have.



