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CORRESPONDENCE MEMORANDUM

DATE: September 3, 2010

TO: Audit Committee Members
FROM: John Vincent, Director

Office Qf Internal Audit

SUBJECT: 2009-2011 Audit Plan Status

This memo is for informational purposes only. No Committee action is required.

Attached is an updated report reflecting the status of the audit engagements included in
the 2009-2011 Internal Audit Plan. Below is a summary of other Audit Plan activities
Internal Audit was involved with through August 31, 2010.

Audit Plan Activities:
1. Third Party Audits and SAS 70 Reviews — Contract Compliance Audit Update:

Standard Plan Health

Pharmacy Benefits Manager

Life Insurance

Employee Reimbursement Account and Commuter Benefits
lncome Continuation Insurance

AN N N

2. Employer Audit Program Research Project — During Fiscal Year (FY) 2010,
initial research on an employer audit program was conducted. | have discussed
such a program with a number of other retirement systems. Those systems feel
their programs have been effective at addressing issues with rehired annuitants,
salary spiking, and the enrollment of part-time employees. They use the audits
as an opportunity to educate the employers on requirements and procedures. In
addition, | had internal meetings with the Divisions of Retirement Services (DRS)
and Insurance Services to assess the feasibility of a program like this. Neither
division has sufficient evidence or concerns that suggest implementing an audit
program at this time. However, DRS will survey employers regarding rehiring of
annuitants, in order fo gain an understanding of their practices.
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In addition, a Department Customer Service and Qutreach initiative has received
funding through the 13.10 process. It is now being developed, staffed, and put
into action. As it evolves, it is expected to have a positive impact on employer
education and compliance efforts.

Therefore, further discussions on the development of an employer audit program
are on hold until results are known from the initiative. My plan is to follow-up with
the Divisions and the Secretary's Office in late 2011 or early 2012 to assess
‘whether further consideration of a program like this would be beneficial to the
Department.

It is worth noting that the Legislative Audit Bureau (LAB) periodically suggests
that we do more “spot checking” of employer calculations, such as ICI, sick
leave, etc. The Department will consider a more aggressive audit stance if the
employer education initiative is not as effective as is anticipated.

3. Feedback Survey — Survey was completed on the Follow-up Audit of Prior
Recommendations, with an excellent overall rating of 4.5 out of 5.0.

4. Educational Program — Published an article on Internal Audit’s role and
responsibilities for the internal employee newsletter, Trusty News (copy
attached).

This summer Internal Audit was fortunate to have an intern, Andrea High, through the
State's TOPJobs Summer Internship Program. Andrea completed field work and
drafted the report on the Drop-File Document Audit, in addition to assisting the Division
of Management Services with the development of records disposal schedules. Andrea
will be continuing her course of study in the Master of Business Administration at the
Umversuty of Wisconsin - Whitewater. :

| will be available to answer questions.

Attachments: Audit Plan Status Report
‘ Trusty News Article
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