TO:

FROM:

DATE:

Audit Committee
Jon Strinden
Arvy Smith
Rebecca Dorwart

Jamie Kinsella, Internal Auditor

August 19, 2011

SUBJECT:  February 23, 2011 Audit Committee Meeting

In Attendance:
Jon Strinden, via conference call
Arvy Smith
Rebecca Dorwart
Jamie Kinsella
Sparb Collins
Sharon Schiermeister

The meeting was called to order at 10:08 a.m.

November 17, 2010 Audit Committee Minutes
The audit committee minutes were examined and approved by the Audit Committee.

Internal Audit Quarterly Report

A. Quarterly Audit Plan Status Report —There is no report provided this time as
there were no changes to report. Staff is spending the bulk of their time working
with the PERSLink project team assisting with projects they need help with.
Since October 4, staff has continued to support staff with various projects that

are considered high priority.

B. Quarterly Audit Recommendation Status Report — As stated in the Audit Policy
#103, the Internal Audit Division is to report quarterly to management and the
audit committee the status of the audit recommendations of the external auditors,
as well as any found by the internal auditor. A report was not provided this time

as there is no change from the previous meeting.

C. Internal Audit Report for 2010 — Included in the audit committee minutes was a
copy of the annual Internal Audit Report for 2010 for your review. The final copy
will be signed by Mr. Strinden and Ms. Kinsella. This copy will be available to

anyone who would like to have a copy.



Audit Committee Charter Activity Review — The audit committee charter states
that it will “17. Confirm annually that all responsibilities outlined in this charter
have been carried out. Report annually to the Board, members, retirees and
beneficiaries, describing he committee’s composition, responsibilities and how
they were discharged, and any other information required by rule, including
approval of non-audit services.” To meet this requirement a matrix was
developed to review against current practices to ensure that the audit committee
is meeting its responsibilities. Included with the audit committee materials was a
copy of this matrix for review. Ms. Schiermeister brought attention to a change
on page 9. This change will be made prior to sending it to the Board for their
information.

Administrative

A.

Audit Committee Meeting Date & Time — The next audit committee meeting will
be rescheduled for the first part of June due to scheduling conflicts.

Confidential Meeting Between Internal Audit and Audit Committee — The meeting
between the audit committee and the internal audit division took place.

Miscellaneous

A.

Legislative Updates — Included with the audit committee materials were copies of
what has been provided to the NDPERS Board. Mr. Collins provided an update
to the bills affecting NDPERS.

Travel Expenditures — There were no travel expenditures of the Board and
Executive Director for out-of-state travel through January 31, 2011.

Risk Management Report — At a previous audit committee meeting, it was
determined that a Risk Management Policy for PERS would not be necessary
since a Loss Control Committee is in place to manage risk for the agency. At
that time It was suggested that the Loss Control Committee provide a copy of the
last meeting agenda and the approved minutes. Included with the audit
committee materials was a copy of the approved meeting minutes from the
September 9, 2010 meeting and the agenda for the December 8, 2010 meeting.

PERSLink Quarterly Report — Ms. Schiermeister provided an overview of
PERSLink past, present and future activities.

Report on Consultant Fees - According to the Audit Committee Charter, the audit
committee should “Periodically review a report of all costs of and payments to the
external financial statement auditor. The listing should separately disclose the
costs of the financial statement audit, other attest projects, agreed-upon-
procedures and any non-audit services provided.” Staff was unable to give a
report since the accounting staff did not provide a report to the Board at the end
of the last quarter due to the time involved with implementation of the new
PERSLink system.

Continuing Professional Education — Ms. Kinsella indicated last November she
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attended a seminar sponsored by the local chapter of Institute of Internal
Auditors, Central NoDak Chapter. This seminar was titled: Fraud: The
Psychology Behind Unethical Behavior and White Collar Criminals, and provided
13 hours of continuing education credits.

The meeting adjourned at 11:08 a.m.



TO:

FROM:

DATE:

SUBJECT:

MEMORANDUM

Audit Committee
Jon Strinden
Arvy Smith
Rebecca Dorwart

Jamie Kinsella, Internal Auditor
April 9, 2012
November 30, 2011 Audit Committee Meeting

In Attendance:
Jon Strinden, via conference call
Rebecca Dorwart
Arvy Smith
Jamie Kinsella
Sparb Collins
Sharon Schiermeister

The meeting was called to order at 10:05 a.m.

August 17, 2011 Audit Committee Minutes

The audit committee minutes were examined and approved with the corrections indicated
by the Audit Committee.

Internal Audit Reports

A.

Quarterly Audit Plan Status Report —A summary of the past quarter audit staff
time was included with the audit committee materials.

Audit Recommendation Status Report — As stated in the Audit Policy #103, the
Internal Audit Division is to report quarterly to management and the audit
committee the status of the audit recommendations of the external auditors, as
well as any found by the internal auditor. A copy of the report was included with
the audit committee materials. However, there has been no change since May
2010 due to implementation of PERSLink. The next report in February will
include any recommendations made by Brady Martz & Associates from their
2011 financial audit.

Benefit Adjustments Monitoring Proposal — During the March 24, 2011 board
meeting the Board had several member appeals to review, one of which was an
appeal due to overpayment of pension benefits to a retiree. There were several
benefit adjustments for both the insurance plans and the retirement benefits due
to the switch to the PERSLink system, which discovered inconsistencies that had




to be researched and adjusted. Staff indicated there had not been any new
discoveries. The Audit Committee would like the Internal Audit staff to provide a
proposal at the next meeting of how these could be monitored to ensure
consistent management of collection payments. Ms. Kinsella indicated she had
done some preliminary research and would need more time to investigate the
options and she should have something to present at the February meeting.

Internal Audit Plan for 2012-2013.- Included with the audit committee materials
was a copy of the Internal Audit Plan for the 2012-2013 calendar years for review
and approval. If there are no changes, the final copy will be signed by Ms.
Kinsella and Mr. Strinden.

Administrative

A.

Audit Committee Meeting Date & Time — A schedule of tentative audit
committee meetings for 2012 was included in the audit committee materials. Ms.
Kinsella will send a revised schedule out to audit committee members since
there were conflicts on the proposed dates.

Internal Auditor 1l — Ms. Kinsella introduced Stacey Jones, the new internal
auditor to the audit committee. She began employment November 14, 2011.

Miscellaneous

A.

Brady Martz & Associates Presentation FY 2011 Audit Report — The report was
not ready for presentation. After discussion with management staff decided to
wait until the February audit committee meeting and then present it to the full
Board at the February or March Board meeting.

Travel Expenditures Update— There were no travel expenditures of the Board
and Executive Director for out-of-state travel from July 31 through October 31,
2011.

Risk Management Report — At a previous audit committee meeting, it was
determined that a Risk Management Policy for PERS would not be necessary
since a Loss Control Committee is in place to manage risk for the agency. At
that time It was suggested that the Loss Control Committee provide a copy of the
last meeting agenda and the approved minutes. Included with the audit
committee materials were the following: copy of the approved meeting minutes
from the June 7, 2011 meeting, agenda for the September 29, 2011 meeting.

PERSLIink Update — An updat on PERSLink was provided by Sharon. We will
keep this on the agenda for future updates.

Report on Consultant Fees - According to the Audit Committee Charter, the audit
committee should “Periodically review a report of all costs of and payments to
the external financial statement auditor. The listing should separately disclose
the costs of the financial statement audit, other attest projects, agreed-upon-
procedures and any non-audit services provided.” Staff was unable to provide a
report at this time due to their time involved with PERSLInk. It is the goal of the
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accounting staff to start providing this report once they are back in their normal
routine after the completion of the financial audit. .

Continuing Professional Education — Ms. Kinsella conveyed on November 2 and
3 she attended a IIA Central Nodak Chapter sponsored seminar entitled
“Champions of Change: The Guide to Creating Sustainable Improvements in
Business Processes”, presented by Jeffrey A Berk. A total of 16 CPEs was
earned for this seminar. Ms. Kinsella also attended the 20" Anniversary of
Association of Public Pension Fund Auditor's Conference held November 7 -9
held in Austin, TX. This seminar offered 18.5 CPE credits.

. Administrative Rules — Included with the audit committee materials were the

proposed administrative rules developed by staff that were approved by the
Board to present to the public for their comments. The notice of hearing was
published in the Bismarck Tribune on October 11, 2011. This was for
information only to meet the requirements set forth in the Audit Committee
Charter.

The meeting adjourned at 10:42 a.m.
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