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Correspondence Memorandum 

 
 

Date: February 29, 2016 
  
To: Audit Committee Members 
 
From: Yikchau Sze, Director  

Office of Internal Audit 
 
Subject: Annuitant’s Payroll Audit 
 
 
This report is for Audit Committee review and discussion. No action is required. 
 
Attached is the Annuitant’s Payroll audit report. The results of this audit have been 
submitted and discussed with the Office of the Secretary, Department of Employee 
Trust Funds.  
 
This audit was conducted in accordance with the biennial Audit Plan for 2015-2017.  
 
This audit was performed to evaluate whether the Wisconsin Retirement System (WRS) 
Annuitant Payroll is processed and reconciled in a timely manner for accuracy and 
completeness. The audit also evaluated whether controls are functioning as designed. 
There are no findings in the audit report.  
 
This audit was conducted by Rick Onasch, Auditor – Advanced, who will be available at 
the Audit Committee meeting to answer any questions. 
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Objective:      
This audit was performed to evaluate whether the Wisconsin Retirement System (WRS) 
Annuitant’s Payroll is processed and reconciled in a timely manner for accuracy and 
completeness. The audit also evaluated whether controls are functioning as designed.  

 
 
Scope: 
The audit scope focused on the monthly Annuitant’s Payroll from September 2014 to 
November 2015. This encompasses the time since the process task was transferred from the 
Retiree Services Section (RSS) in the Division of Retirement Services (DRS) over to the 
Division of Trust Finance (DTF) in September 2014.    

 
 
Background:  
In October 2008, the Benefit Payments System (BPS) was installed by the Department of 
Employee Trust Funds (ETF) to facilitate the payment of WRS Annuitant’s Payroll. ETF uses 
the BPS to administer all monthly Wisconsin state and local annuity payments. 

 
The RSS of DRS was responsible for the Department’s monthly benefit payment reconciliation 
up until September 2014. An internal review by DRS and DTF determined that many of the 
payroll processes handled by RSS were duplicate processes more aligned with DTF functions. 
The decision was made to move annuitant’s payroll over to DTF beginning in September 2014.  
  
Since September 2014 DTF has been responsible for the ETF monthly Annuitant’s Payroll 
benefit payment reconciliation. Prior to the monthly reconciliation of Annuitant’s Payroll by 
DTF, other related tasks were completed by other areas within ETF. These other areas 
involved and their roles and responsibilities were: 
 
     Benefit Services Bureau (BSB) - Within DRS 
                                      

• Benefit Initiation Section (BIS). BIS is responsible for the intake, processing and initial 
set up of annuities for retired WRS members on BPS. BIS also makes follow up 
adjustments to annuities during the finalization of the WRS retirement process. 

• RSS. RSS is responsible for the employer functions for retirees. (ie: benefit 
deductions, changes, and additions for insurance, benefits, etc.)  
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     Bureau of Information Technology Services (BITS) - Within the Division of  
     Management Services (DMS)  
 

• Quality Management Section (QMS). QMS is involved with monitoring and making 
sure there are no issues or errors in the IT / IS functions in regard to the information 
input into BPS from BIS and other users. The daily information review by the system is 
done automatically.      

• Applications Development Section (ADS). ADS is involved in the fixing of issues or 
errors that occur in BPS. This is especially important on the weekend where the 
Finalize Payroll run takes place.   

• IT Solutions Center Section (ITSCS). ITSCS is involved with the monthly manual    
     bridge load and with additional assistance in solving issues that occur in BPS. ITSCS    
     works closely with DTF to resolve issues in a timely manner.  

 
The required Annuitant’s Payroll tasks are outlined in the monthly BPS Processing Plan. This 
detailed Processing Plan outlines and explains the tasks that must be completed on a monthly 
basis by DTF, BITS and BIS, to complete the Annuitant’s Payroll process. All tasks that are 
completed on the Processing Plan are “signed off on” by the person handling that task.   
 
The monthly DTF benefit reconciliation duties consist of the verification of data from BPS and 
other sources, inputting and storage of new monthly data, payroll review tasks, and that 
summary reports are produced. DTF also communicates with other departments of the State of 
Wisconsin, such as the Department of Administration (DOA), in regard to the Annuitant’s 
Payroll process. DOA is involved with the finalization of the Annuitant’s Payroll process by 
releasing the necessary funds for the check and ACH transactions to US Bank.   
 
These numerous tasks performed by DTF are incorporated into the Monthly Payroll Task 
Checklist For Payment Date: ________ form. This Checklist is only used by DTF and it helps 
DTF to complete Annuitant’s Payroll in an organized and orderly process. It also records who 
completed a particular task and on what date it was completed. A completed copy of the 
Checklist is maintained in the DTF file with monthly retained original payroll documentation. 
This documentation is kept in a file cabinet in DTF. See Exhibit A, for a copy of completed 
checklist for the month of June 2015.  
 
A secondary monthly guide for Annuitant’s Payroll is also utilized by DTF to keep track of the 
specific daily and monthly Tasks to be completed. This is called the Annuity Payroll Calendar. 
Many of the Tasks on the Monthly Payroll Task Checklist (above) are listed on this Annuity 
Payroll Calendar. This Calendar is utilized mainly by DTF, BIS, the Retiree Health Insurance  
Unit and BITS as a high level guide of the timing of Annuitant’s Payroll monthly activities and 
deadlines. See Exhibit B, for a copy of this calendar for the month of June 2015.    
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Conclusion:  
No issues were noted during this audit.   

The Office of Internal Audit (OIA) confirmed reconciliation accuracy of Annuitant’s Payroll 
through detailed transaction testing, analysis of financial accounts and management reports, 
tracing data from BPS to Financial Management Information System (FMIS), and examining 
individual member detail.  

This audit also confirmed that the controls established by DTF are functioning as designed 
during the course of the Annuitant’s Payroll process for the months that were audited.  

 
Observations and Management Response: 
 
Observations:  
The audit by OIA did identify process changes that would be a benefit to the handling of 
Annuitant’s Payroll. It was noted that there are Crystal Reports that are generated by BPS and 
IT that are provided or “handed off” to BIS and other DTF personnel to follow up on issues and 
research for individual member’s accounts. However, the action or review done by other BIS 
and DTF personnel is not documented or maintained in the DTF retained documentation file. A 
copy of the Report is kept, but not a record of the follow up action or review that is taken.  
 
These reports are:   
 
Crystal Report 13 – Cancelled, Suspended, Terminated and Waived Report. This Report is 
given to BIS, to follow up on annuitant’s who appear in the status as “cancelled” on this Report. 
The Trust Funds Specialist confirms the correctness of the annuitant’s status and verifies the 
annuitant’s information as to why they are listed as “cancelled” or other status on both 
Wisconsin Employee Benefits System (WEBS) and BPS. The Trust Funds Specialist does not 
document or make a record of their activities. A second copy of this Report was retained in the 
DTF file folder without evidence of verification of what was performed.     

 
Crystal Report 17a – Accounts Receivable Deduction Report. This Report is given to an 
Accountant in DTF, to confirm the amount of the receivable deduction payments for that 
members accounts receivable for that payroll month for Long Term Disability Insurance, 
Income Continuation Insurance, Disability, Duty Disability and Other. All of the deduction  
payments are interfaced to the state accounting system FMIS from BPS and most are 
automatically applied to the account receivables as a payment without any manual 
intervention. The documentation of verification was kept in the LSPS/BPS AR Deductions file. 
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However, the Accountant who does the verification does not sign off on the completed task on 
the Checklist. 
 
The OIA suggests that the actions taken by BIS and DTF personnel be signed off on the 
Checklist and that documentation be retained as evidence of the work performed by BIS.   
 
 
Management Response: 
DTF agreed with the process changes suggested by OIA and plans on incorporating several 
procedural changes to enhance the documentation of the Annuitant’s Payroll process based 
on the suggestions.   
 
In relation to Crystal Report 13 – Cancelled, Suspended, Terminated and Waived Report, DTF 
will be setting up a task in the monthly processing plan asking for signoff from the BIS staff 
member who follows up on the activity of this report. BIS currently saves a copy of this report 
with any action that was taken in a folder down by the primary staff member’s desk.  
 
For Crystal Report 17a – Accounts Receivable Deduction Report, DTF currently reviews this 
report to ensure that all deductions from member’s monthly annuities are applied correctly to 
their current accounts receivable balance. The document is used to match with the deposit 
detail that is interfaced from the BPS to the accounting system. This documentation is currently 
located with other deposit information. DTF will be moving the location of that report with the 
check off to the payroll processing folder with all other monthly processing documentation.  
 
                                   
The remainder of the report provides more detailed information about the 
audit procedures and testing results. 

 
The audit was focused on the Annuitant’s Payroll process in months where the amount paid 
had the largest variation or increase over the previous month. The months selected based on 
this criteria were April 2015 and June 2015. It was also determined that September 2014 
would be reviewed since it was the first month of the transfer of Annuitant’s Payroll over to the 
DTF.  

 
The DTF is primarily responsible for the Annuitant’s Payroll reconciliation process. The BPS 
administers the annuity payments and information for annuitants, beneficiaries and account 
history and detail. The BPS interacts with separate systems such as the WEBS and FMIS. 
Information from Step2000, and myETF Benefits System (MEBS) is accessed manually, as 
needed, and input into these other systems. The interaction of these systems allows BPS to 
complete the processing of annuitant’s payroll with correct information. 
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A significant part of DTF’s monthly reconciliation is to reconcile and verify that various 
annuitant payments for deductions such as health insurance, life insurance, vision care and 
other deductions from gross annuity payments is done on an accurate and timely basis. The 
BSB and specifically the BIS performs the annuity calculations and the BIS and Retiree Health 
Insurance Unit performs deductions to gross annuity payments, changes and subsequent 
reconciliations.   
 
The BPS processes include system file uploads into the Retirement Calculations System 
(RetCalcs) which is performed by the DMS and specifically by different areas of BITS to 
manage and complete the process. BITS works off of the monthly BPS Processing Plan to 
import employer / employee files in a format that can be processed by RetCalcs. Then BITS 
reviews and processes imported files, updated and provided on a monthly basis, to ensure that 
accurate and complete files were uploaded into the system. The finalization of the BPS payroll 
process ensures that the necessary reports are run to assist in the handling of the Annuitant’s 
Payroll by DTF and other areas.  After the final payroll run a number of BPS Crystal Reports 
are generated and printed to assist DTF in the continuation of the payroll process.   
 
The primary Payroll Report generated by the BPS is Crystal Report 69a, Annuity Payments 
Total Transmittal Form – Detail Report. This Report lists and itemizes the type of payment (by 
check or ACH), the fund or account type the payment is being allocated to, and the various 
monthly deduction types that apply to the payments being made. See Exhibit C, for a copy of 
this report for the month of June 2015.  
 
In order to verify the reconciliation of BPS Annuitant’s Payroll performed by DTF, OIA used the 
Monthly Payroll Checklist as a guideline to trace information from the various processing tasks, 
to reports, to ledgers, and to individual accounts on BPS.  
 
OIA focused on reconciliation deductions made from gross annuity payments based on 
employer provided and annuitant selected deductions.   
 
The list of accounts, for deductions, analyzed for review and reconciliation were:  
 

1. Group Life Insurance – State and Local  
2. Health – State and Local  
3. Vision 
4. Child / Spousal Support – Wisconsin and Out of State 
5. Federal Tax Withholding  
6. State Tax Withholding  
7. Federal Deductions  
8. State Tax Levy 
9. State Property Tax Levy  
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10. Receivable – Long-Term Disability, Income Continuation Insurance, Disability, Duty 
Disability, Annuity Receivables CL, and Other 

11. Public Safety Officer  
12. Miscellaneous  

 
The complete breakdown for monthly deductions made to gross annuity payments are located 
on Crystal Report 69a under Deduction Type.     
 
To verify the account reconciliations, OIA performed a three-way match among the following:  
 

• Employer provided extracts showing monetary deduction values and annuitant counts. 
(DAT Files, Extracts, Ingests, MNLife Voucher, and PSO Statements).   

• Monetary deduction values recorded in the BPS. 
• Crystal Report 69a Annuity Payments and Deductions totals. 

 
ETF receives monthly data from third parties for deductions to be applied to the annuity 
payroll. This data comes in the form of a file extract which is loaded into the BPS by BITS and 
uploaded via the RetCalcs process. The extracts include Milwaukee Teachers Health and Life 
extracts, Public Safety Officers extract, Minnesota Life extract, and vision care extract. The 
audit verified for the months selected for testing that the total dollar amounts in the individual 
extracts matched what BITS imported into the RetCalcs systems and that reports generated by 
the system confirm the amounts and totals.   
 
Among the various system generated reports, Crystal Report 69a, Annuity Payments Total 
Transmittal Form – Detail Report provides a summary of deductions to monthly annuity 
payments. Utilizing Crystal Report 69a, OIA was able to verify that the deductions were 
accurate and matched the DAT file, Extract files, Ingests or other information files provided by 
the Employer. OIA was also able to match and verify that the other deductions for child or 
spousal support, State and Federal tax withholding, Federal deductions, State tax levy, State 
property tax levy and Public Safety Officer were accurate. 

 
During the Annuitant’s Payroll process a number of checks are issued and ACH transactions 
are created. This is entitled the Manual Warrant or Account Payable process. Account Payable 
Vouchers refers to the creation of checks to annuitant’s, ACH transactions for annuitant’s and 
3rd party checks to other parties. (These 3rd party checks are listed in the prior paragraph in 
regard to deductions).   
 
Separate check and ACH files are generated and sent to DOA that lists all individual members 
with their payment information. DTF staff cannot view or change these files. 
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The Manual Warrant process is done in FMIS. A control is in place so that the main person 
handling Annuitant’s Payroll and the initial verification on BPS does not originate checks and 
ACH transactions in FMIS. The Account Payable Vouchers are interfaced in FMIS and then 
reviewed by a secondary reviewer, another Accountant, in DTF. These vouchers are to match 
the BPS payroll files to DOA (which is also on the Crystal Report 69a). Sometimes these 
vouchers are corrected manually in FMIS to match the payroll files or Crystal Report 69a.    
 
The final review and approval is done by DTF Management. It should be noted that the 
creation, secondary review and Management approval of Manual Warrants is done by hand on 
a Voucher Jacket, and on FMIS electronically. Copies of these documents are printed and 
maintained in the DTF retained documentation file.      
 
For the months reviewed, OIA concluded that all Manual Warrants or Account Payable 
Vouchers for checks and ACH transactions were properly created, documented and approved 
in accordance with the Control that is in place.   
 
Once the prior Tasks regarding the creation of Manual Warrants or Account Payable are 
completed, DTF creates a number of FAX cover sheets indicating to DOA the amounts of all 
payments via check and ACH. The cover sheets are supported by the breakdown of which 
fund (fixed or variable), and type (retirement, disability, etc.) that the payment should be 
allocated to for disbursement. These documents must also be reconciled, reviewed and 
approved by DTF Management in order for DTF to notify DOA of the amounts to be released 
for the Check and ACH transactions for Annuitant’s Payroll and the 3rd party checks. DOA 
matches the files to the vouchers. If there are variances between the two, DOA will notify DTF 
staff. DOA will not release the funds until the two are matching and all levels of approval have 
been applied. 
 
For the months reviewed, OIA concluded that the documentation provided to DOA was proper 
and accordance with the Control in place to authorize the release of the funds for Annuitant’s 
Payroll.   
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