
  
 

NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 
SIB AUDIT COMMITTEE CONFERENCE CALL MEETING 

PEACE GARDEN ROOM, CAPITOL BUILDING 
RETIREMENT AND INVESTMENT OFFICE 

1930 BURNT BOAT DRIVE, BISMARCK, ND 
FRIDAY, SEPTEMBER 28, 2012 
TUESDAY, OCTOBER 16, 2012 

1:00 P.M. CDT 
3:30 P.M. CDT 

 
 

                          AGENDA 
 

1. CALL TO ORDER AND APPROVAL OF AGENDA 
 

2. APPROVAL OF JUNE 22, 2012 MINUTES (enclosed). 
 

3. ELECTION OF CHAIR , VICE CHAIR, AND LIAISON 
 

4. REPORT ON FISCAL 2012 INTERNAL AUDIT ACTIVITIES - Les Mason and Dottie 
Thorsen (Approval Needed) (enclosed). 

 
A. Compliance Audits (enclosed) 

 
5. PREPARE ANNUAL AUDIT COMMITTEE ACTIVITIES UPDATE MEMO TO SIB (draft 

copy enclosed) 
 

6.    CONSIDERATION OF PROPOSED JULY 1, 2012 TO JUNE 30, 2013 FISCAL YEAR 
INTERNAL AUDIT SERVICES UNIT WORK PLAN - Les Mason (Approval Needed) 
(enclosed) 
 

7. PLAN ANNUAL AGENDA  AND MEETING DATES (enclosed) 
 

8. OTHER 
 

• Next SIB Audit Committee meeting - November 16, 2012, 1:00 pm, Peace         
  Garden Room, State Capitol Building  Workforce Safety & Insurance 

 
9. ADJOURNMENT 

 
 
 
 
 

Any individual requiring an auxiliary aid or service must contact the Retirement and Investment Office at 

(701) 328-9885 at least three (3) days prior to the scheduled meeting. 
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STATE INVESTMENT BOARD 
AUDIT COMMITTEE MEETING 

MINUTES OF THE 
JUNE 22, 2012 MEETING 

 
COMMITTEE MEMBERS PRESENT: Rebecca Dorwart, Chair 

Lonny Mertz, Vice Chair 
Mike Gessner, TFFR Board/Liaison to the SIB 

 Mike Sandal, PERS Board 
 Cindy Ternes, Workforce Safety & Insurance 
 
STAFF PRESENT:   Connie Flanagan, Fiscal & Investment Officer 
     Bonnie Heit, Office Manager 
     Fay Kopp, Interim Executive Director 
     Les Mason, Internal Audit Superviser 
     Darren Schulz, Interim CIO 
     Dottie Thorsen, Internal Audit 
 
OTHERS:    Thomas Rey, CliftonLarsonAllen 
 
CALL TO ORDER: 
 
Ms. Dorwart called the State Investment Board (SIB) Audit Committee meeting to 
order at 1:00 p.m., on Friday, June 22, 2012 at the State Capitol, Peace Garden 
Room, Bismarck ND. 
 
A quorum was present for the purpose of conducting business.    
 
AGENDA: 
 
The Audit Committee considered the June 22, 2012 agenda.  
 
MR. SANDAL MOVED AND MS. TERNES SECONDED TO ACCEPT THE AGENDA FOR THE JUNE 22, 
2012, MEETING.  
 
AYES: MS. DORWART, MR. SANDAL, MS. TERNES, MR. MERTZ, AND MR. GESSNER 
NAYS: NONE 
MOTION CARRIED 
 
MINUTES: 
 
The Audit Committee considered the minutes from the March 16, 2012, meeting. 
 
MR. GESSNER MOVED AND MR. SANDAL SECONDED TO APPROVE THE MARCH 16, 2012, MINUTES 
AS WRITTEN.  
 
AYES: MR. GESSNER, MS. DORWART, MR. SANDAL, MS. TERNES, AND MR. MERTZ 
NAYS: NONE 
MOTION CARRIED 
 
FISCAL YEAR 2012 FINANCIAL AUDIT SCOPE & APPROACH: 
 
CliftonLarsonAllen was awarded the contract by the State Auditor’s Office to 
perform an audit of the financial statements of the Retirement and Investment 
Office (RIO) for fiscal years ending June 30, 2012, 2013, and 2014. Mr. Thomas 
Rey, CliftonLarsonAllen, reviewed the firm’s audit scope and approach for the 
Fiscal Year 2012 financial audit.  
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Preliminary field work was completed the week of June 18, 2012. Substantive field 
work will be completed in August and September 2012. A final signed audit opinion 
will be available to the Audit Committee late October 2012. Mr. Rey will be 
reviewing the results of the financial audit at the Audit Committee’s November 
16, 2012 meeting.  
 
MR. GESSNER MOVED AND MS. TERNES SECONDED TO ACCEPT CLIFTONLARSONALLEN’S 
PRESENTATION ON THE FINANCIAL AUDIT SCOPE AND APPROACH OF RIO FOR FY12. 
 
AYES: MS. TERNES, MR. MERTZ, MS. DORWART, MR. SANDAL, AND MR. GESSNER 
NAYS: NONE 
MOTION CARRIED 
 
INTERNAL AUDIT ACTIVITIES: 
 
Mr. Mason reviewed the Internal Audit division’s work activity for the period of 
July 1, 2011 – June 13, 2012. 
 
School District Audit Reports – Mr. Mason reported 31 school districts have been 
completed, six are in progress, information has been received from four school 
districts, and one school district asked for an extension. Three-four additional 
audits may be completed by the end of the month.  
 
TFFR File Maintenance – Ms. Thorsen reported on the File Maintenance Audit for 
the third quarter. There were no exceptions noted. 
 
MR. SANDAL MOVED AND MR. MERTZ SECONDED TO ACCEPT THE INTERNAL AUDIT DIVISION’S 
WORK ACTIVITY REPORT FOR THE PERIOD OF JULY 1, 2011 – JUNE 13, 2012. 
 
AYES: MS. DORWART, MR. GESSNER, MR. MERTZ, MR. SANDAL, AND MS. TERNES 
NAYS: NONE 
MOTION CARRIED 
 
FISCAL YEAR 2013 WORK PLAN: 
 
Mr. Mason reviewed a draft of the Fiscal Year 2013 Internal Audit division’s work 
plan. Discussion was held on projects and hours needed to complete those 
projects. Mr. Mason will provide a final report at the September 28, 2012, Audit 
Committee meeting.  
 
OTHER: 
 
The next Audit Committee meeting is scheduled for September 28, 2012, at 1:00 
p.m. at the State Capitol, Peace Garden Room. 
 
ADJOURNMENT: 
 
With no further business to come before the Audit Committee, Ms. Dorwart 
adjourned the meeting at 1:45 p.m.  
 
Respectfully Submitted: 
 
 
___________________________     ________________________________ 
Ms. Rebecca Dorwart, Chair     Bonnie Heit 
SIB Audit Committee                Assistant to the Audit Committee 
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AGENDA ITEM 4. 
 
 

RETIREMENT AND INVESTMENT OFFICE 
INTERNAL AUDIT SERVICES UNIT 

AUDIT ACTIVITIES REPORT  
FISCAL YEAR JULY 1, 2012 TO JUNE 30, 2013 

FOR THE PERIOD JULY 1, 2012 THROUGH SEPTEMBER 14, 2012 
 

 
 

The audit objective of the Internal Audit Services Unit (Audit Unit) is twofold: first, to 
provide comprehensive, practical audit coverage of the Retirement and Investment Office 
(RIO) programs; second, to assist RIO management and the State Investment Board 
(SIB) by conducting special reviews or audits. 
 
Our audit coverage is based on the Fiscal Year July 1, 2012 through June 30, 2013 Work 
Plan. The Work Plan is consistent with the Audit Unit charter and goals, and the goals of 
RIO. To the extent possible, our audits are being carried out in accordance with the 
International Standards for the Professional Practice of Internal Auditing. Audit effort is 
being directed to the needs of RIO and the concerns of management and the SIB Audit 
Committee. 
 
 
REGULAR AUDIT COVERAGE 
 
Retirement Program 
 
• School District Reporting 
 
We are examining school district reporting to the Teachers’ Fund for Retirement (TFFR) 
to determine that retirement salaries reported for members of TFFR are in compliance 
with the definition of salary as it appears in NDCC 15-39.1-04(9). Other reporting 
procedures reviewed during the audit process are calculation of service hours and 
eligibility for TFFR membership. A written report is issued after each audit examination is 
completed. 
 
Our objective is to complete 43 or more school district audits during fiscal 2013. For the 
first 2 months and 14 days, 5 audits were completed. Currently, 6 audits are in 
progress, and information on 5 more school districts has been received. The attached 
list details the current status of these audits. 
 
This is an area that requires special emphasis due to the level of risk identified through 
previous audit results. Our long-range plans include auditing each district over a five year 
period. 
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• TFFR File Maintenance 
 
We periodically test changes made to TFFR member account data by RIO employees.  
 
Journals are generated daily and monthly indicating any file maintenance changes made. 
Our previous external auditors recommended that the Audit Unit review these reports on 
a regular basis. 
 
 
• Deaths, Purchase of Service, Refunds, Long Outstanding Checks, and Long 

Term Annuitants 
 
A review of deaths, purchase of service, refunds, long outstanding checks, and long term 
annuitants was completed to determine that established policy and procedures are being 
followed by the retirement services division. 
 
No exceptions were noted. 
 
SUMMARY 
 
Audit effort was directed to activities that are of greatest concern to the SIB Audit 
Committee, RIO management, and the external auditors.  
 
LOOKING AHEAD 
 
The focus of the internal audit function has been on external entities reporting to RIO, 
such as school district reporting to TFFR for its members. We will continue to conduct 
these audits while developing the other areas of audit coverage outlined in our Fiscal 
2013 Work Plan. 









































RIO INTERNAL AUDIT DIVISION

BUDGETED HOURS COMPARISON FOR THE FISCAL YEAR JULY 1, 2011 TO JUNE 30, 2012

BUDGETED HOURS FOR THE FISCAL YEAR JULY 1, 2012 TO JUNE 30, 2013

YTD PCT. Of

2011-12 2011-12 PCT. Of 2012-13 HOURS TOTAL

BUDGET ACTUAL OVER/ TOTAL BUDGET 7/1/2012 - 7/1/2012 - 

HOURS HOURS (UNDER) 2011-12 HOURS 09/14/2012 09/14/2012

1.  Audit

School District Audits 2,633 2,486 (147) 2,792 511

Follow-up on "not-in-compliance" prior year audits (30 hrs/audit, 2 audits) 60

TFFR File Maintenance (2 days per quarter) 64 52 (12) 64 21

Death, purchase of service, and refunds review 52 52

Executive Limitations 50 52 2 24

Policy & Procedure Manual 16

Special Projects 40

Benefit payments audit 198 157 (42)

Participants' Data audit 100 95 (5)

ACL Audits(pension/annuity comparison) 32 0 (32)

Performance Audit Follow-up 36 10 (26)

Assist external auditors 25 40 15

Total Audit Hours 75% 3,138 2,891 (247) 69% 73% 3,048 585 66%

2.  Administrative (meetings & prep, CEU's, etc.) 7% 310 433 123 10% 7% 292 106 12%

3. Annual/Sick Leave, Holidays 17% 712 836 124 20% 20% 820 189 21%

Total Budget Hours (2 FTE's) 100% 4,160 4,160 0 100% 100% 4,160 880 100%



RIO INTERNAL AUDIT DIVISION

COMPARISON OF BUDGET TO ACTUAL SCHOOL DISTRICT AUDITS FOR 2011-2012 AND 2012-2013

BUDGET ACTUAL BUDGET ACTUAL

1st quarter (July - September) 4 4 6 5

2nd  quarter (October - December) 12 10 13

3rd quarter (January - March) 10 4 12

4th quarter (April - June) 9 13 12

35 31 43 5

2012-2013 audits2011-2012 audits

L:\AUDIT\22 (CM) COMMITTEE_MEETING\Audit Comm\2012-13\Sept\school district audits budget by quarter FY 2013school district audits budget by quarter FY 2013Sheet1
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MEMORANDUM 
 
 
TO:  STATE INVESTMENT BOARD 

 
FROM: REBECCA DORWART, SIB AUDIT COMMITTEE CHAIRPERSON   
 
DATE: SEPTEMBER 28, 2012 
 
SUBJECT: AUDIT COMMITTEE ACTIVITIES UPDATE FOR THE FISCAL YEAR 

JULY 1, 2011 TO JUNE 30, 2012 
 
 
The Audit Committee is a standing committee of the State Investment Board (SIB). Its 
primary function is to assist the SIB in fulfilling its oversight responsibilities of the 
Retirement and Investment Office (RIO) internal and external audit programs, including 
the financial reporting process, internal controls, policies, and practices. 
 
The members of the Audit Committee for the fiscal year ended June 30, 2012 were: 
Rebecca Dorwart, Chair; Lonny Mertz, Vice Chair; Cindy Ternes, designee from 
Workforce Safety representing elected and appointed officials; Michael Gessner, 
representing the Teachers’ Fund for Retirement (TFFR) board; and Mike Sandal, 
representing the Public Employees Retirement System (PERS). The Audit Committee 
held four regular meetings during the fiscal year ended June 30, 2012. 
 
The activities of the Audit Committee during the past year included: 
 
 

♦ The Committee reviewed the quarterly progress of internal audit on its fiscal work 
plan of internal audit activities and functions including: 

 
• School districts 
• Benefit payments 
• Participants’ data 
• TFFR file maintenance 
• Executive limitations 

 
♦ The Committee received the results of the RIO financial audit for the fiscal year 

ended June 30, 2011 from Eide Bailly on November 18, 2011. 
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♦ The Committee held private meetings with the Internal Audit team members and 
the Executive Director and Deputy Executive Director on March 16, 2012. 

 
♦ On June 22, 2012, the Committee reviewed the RIO financial audit plan for the 

fiscal year ended June 30, 2012 with CliftonLarsonAllen LLP. The discussion 
included the scope of the audit to ensure complete coverage of financial 
information. 
 

♦ On May 22, 2012, the Committee delayed approved of the internal audit work 
plan of internal audit activities and functions for the fiscal year ending June 30, 
2011 until the September 28, 2012 meeting. This was due to last minute 
changes. 
 
The plan includes: 
 
♦ School districts 
♦ Review of deaths, long-outstanding checks, long term annuitants, purchases, 

& refunds 
♦ TFFR file maintenance 
♦ Executive limitations 
♦ Compilation of a policy and procedure manual 
♦ Special projects as needed 

 
 

 
The above reported activities support the Committee’s fulfillment of its oversight 
responsibilities. 
 
 
 



 

  RETIREMENT AND INVESTMENT OFFICE (RIO) 
 INTERNAL AUDIT SERVICES UNIT WORK PLAN 
 FOR THE JULY 1, 2012 TO JUNE 30, 2013 FISCAL YEAR 
                                                    
 
RETIREMENT PROGRAM: 
 

• Test school district reporting to the Teachers' Fund for Retirement (TFFR) for 
members of the Fund. 

    
  Audit Frequency: On-going.  Forty three audits completed annually. 
  Report: Filed with Executive Director, Deputy Executive Director,     
                                                     and school district upon completion. Filed with the SIB    
                                                 Audit Committee quarterly. 
 

• Follow-up review of not-in compliance school district audits from prior years. 
 
  Audit Frequency: On-going.  Two reviews to be completed. 
  Report: Not filed. Results made available to Deputy Executive 

Director and school district upon completion.  
 

• Perform file maintenance audit to review changes made to TFFR member 
account data by RIO employees. 

 
Audit Frequency: Quarterly 

   Report: Not filed. Results made available for external auditors’ 
review. 

 
• Review of established policy and procedures for deaths, long outstanding 

checks, long term annuitants, purchases of service, and refunds are being 
followed by the retirement services division. 
 
Audit Frequency: Annually 

       Report:       Not filed. Results made available to Deputy Executive        
                                                 Director and Retirement Services supervisor. 
 
RIO ADMINISTRATION: 
 
 • Determine whether executive performance is in compliance with State 

Investment Board (SIB) Executive Limitations governance policy by testing 
goals and ends, and make all monitoring reports available to the SIB for use in 
the annual review of the Executive Director.  

 
  Audit Frequency: Annually.  
  Report: Filed with Executive Director and SIB Audit Committee 30 

days following calendar year end. 
  
 

AGENDA ITEM 6. 



 

  

Work Plan 
Page 2 
 
 
POLICY AND PROCEDURE MANUAL: 
 

• Compile information for the internal audit unit and include formally in a manual.  
 
 
SPECIAL PROJECTS: 
 
 • Perform other projects at the request of the Executive Director or the SIB Audit 

Committee. 
 
     Audit Frequency: Upon request 
     Report: Filed with Executive Director and SIB Audit Committee  
   30 days following completion. 
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SIB AUDIT COMMITTEE ANNUAL PLANNING CALENDAR 
JULY 2012 - JUNE 2013 

 

 

 JULY 2012  AUGUST 2012  SEPTEMBER 28,  2012  OCTOBER 2012 NOVEMBER 16, 2012 DECEMBER 2012 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
SIB Mtg. - 7/27/12 
• SIB appoints Audit 

Committee 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
SIB Mtg. - 8/24/12 

 
• Election of Chair, Vice 

Chair and Liaison 
• Plan annual agenda 

and meeting dates. 
• Internal Audit Activities 

Report. 
• Audit Committee 

update memo to SIB 
 
 
 
* Meeting at 1:00 p.m. 
Peace Garden Room 
 
TFFR Mtg. – 9/27/12 
SIB Mtg. – 9/28/12 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TFFR Mtg. - 10/25/12 
SIB Mtg. - 10/26/12 

 
• Presentation of fiscal 

2012 financial audit 
report by external 
auditors. 

• Session with external 
auditors. 

• Internal Audit Activities 
Report. 

 
 

 
 
* Meeting at 1:00 p.m. 
Peace Garden Room 
 
SIB Mtg. - 11/16/12 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 JANUARY 2013  FEBRUARY 22, 2013  MARCH 2013  APRIL 2013 MAY 17, 2013 JUNE 2013 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TFFR Mtg. - 1/24/13 
SIB Mtg. - 1/25/13 
 

 
• Internal Audit Activities 

Report. 
• Session with Internal 

Audit Unit 
• Session with RIO 

Management 
 
 
 
 
 
 
* Meeting at 1:00 p.m. – 
Peace Garden Room 
 
TFFR Mtg. 2/21/13 
SIB Mtg.  - 2/22/13 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TFFR Mtg. - 3/21/13 
SIB Mtg. - 3/22/13 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TFFR Mtg. - 4/25/13 
SIB Mtg. - 4/26/13 

 
• Entrance conference 

with external auditors. 
• Internal Audit Activities 

Report. 
• Review and approval 

of fiscal 2014 audit 
plan. 
 
 

 
 
 
* Meeting at 1:00 p.m. 
Peace Garden Room 
 
TFFR Mtg. -  5/16/13 
SIB Mtg. - 5/17/13 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
SIB Mtg. - 6/28/13 
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