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INTRODUCTION

Pursuant to Section 5.10 of the Charter of the Gityacksonville and Chapter 102 of the
Jacksonville Municipal Code, we examined the atiéigi of the General Employees’ Pension
Fund (GEPF) Administrative Office (Pension Officefid present this report thereon. The
Pension Office is responsible for administering alivécting the payments of retiree pension
benefits; coordinating the transfer of employeesnfractive to retired status; calculating the
benefit payment amount for retired, disabled, ivacand terminated employees; assuring new
employee enroliment in the plan; determining mendwmests for buy back of time service and
providing services for the Board of Pension Trust@ed the Advisory Committee.

The GEPF is overseen by the Board of Pension Tessiad the Pension Advisory Committee.
The Board of Pension Trustees approves all apmimstfor membership and retirement and
reviews all cases in which there are unusual cistantes related to either the pensioner or the
pension calculation.

STATEMENT OF OBJECTIVES

The objectives of the audit were as follows:

1. To determine if the persons covered under the pengian joined in accordance with and
met applicable guidelines.

2. To determine that all time service connections hbagen properly calculated, paid and
recorded.

3. To determine that all payments being made to péatigipants have been properly calculated
and paid.

4. To determine that benefits were properly stoppedotrsons terminated from the Pension
Plan.

5. To determine that all refunds, returns, and coectathecks have been properly processed
and paid.

6. To determine that all changes and access levetgnvilie pension system are proper.
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7. To determine that all Florida Statutes and Jack#enwWMunicipal Ordinance Code
requirements are being met.

STATEMENT OF SCOPE

The audit period of our examination varied basedh@naudit objective. For objective 1 the

scope was membership effective dates of Octob@000 through September 10, 2001. For
objective 2 the scope was all of the Completed Fayrfiles and Currently Making Payments

files for time service connections. The period emdxamination for most of objective 3 was
October 1, 1995 through September 30, 2001. Fiolaaft testing within objective 3 our scope

was March 2, 2001 through January 18, 2002. Fatedbcheck testing within objective 3 our

scope was voided checks during the period from agnR001 through December 2001. For
Annual Certification Non-Responder Report (Non-Resjers Report) testing within objective

3, we used the 10/13/01 and 1/12/02 Non-Respondserts. For age/death testing and
duplicate address testing within objective 3, aczop® was all pensioners receiving a benefit in
February 2002. For objective 4 the period undexmgration was October 1, 1999 through
September 30, 2001. The scope for objective 5@asber 1, 1999 through August 31, 2001.
For objective 6 the scope was October 13, 200Qugircseptember 28, 2001. And for objective
7 the scope was October 1, 1999 through Februgra.

STATEMENT OF METHODOLOGY

The methodology also varied depending on the algjéctive. All random starts, sample size
needed and sample selections (except judgmentad) determined using the Stats v.1 program.
Questionnaires were also developed to test congdiamith the Florida Statutes and the
Jacksonville Municipal Code requirements.

STATEMENT OF AUDITING STANDARDS

We conducted our audit in accordance with genewlgepted government auditing standards
issued by the Comptroller General of the UnitedeSta Those standards require that we plan
and perform the audit to afford a reasonable Hasisur judgements and conclusions regarding
the organization, program, activity, or functionden audit. This audit also included an
assessment of applicable management controls angliemce with requirements of laws and
regulations when necessary to satisfy audit objesti We believe that our audit provides a
reasonable basis for our conclusions.

OVERALL CONCLUSION

Because this was our initial audit of the Pensidiic®and is considered an area of high risk, we
developed broad, encompassing audit objectiveadttition it should be noted that the current
pensioners from which many of our samples werecsale led us to information and/or
documentation from previous years outside what Wdnd considered a normal scope for the
audit. Even though many of the causes of our figslihave already been corrected and in most
cases are considered immaterial to the overallatioer of the Pension Office, we have included
them in the report. We believe our recommendationthese findings can be implemented to
increase the efficiencies in the operation of taadton Office.




AUDIT CONCLUSIONS BY OBJECTIVE
1. Persons covered under the pension plan joined @ordance with and met applicable
guidelines; however, supporting documentation tsbeeng properly maintained.

2. Except for the findings noted below, time servioarections have been properly calculated,
paid and recorded.

3. We were unable to determine that all payments beiade to plan participants were properly
calculated and paid based on the findings notealbel

4. Based on our testing, benefits were not propepd for 6% of the persons tested for
terminating from pension, resulting in both ovenpayts and one underpayment.

5. Based on our testing, all refunds, returns andected checks were properly processed and
paid; although one check was held nine months bdfeing voided.

6. All changes tested within the pension system wexpeqr; however, access levels and
persons with access were not proper.

7. All Florida Statute requirements and Jacksonvillaniipal Ordinance Code requirements
are being met.

AUDIT OBJECTIVE #1

To determine if the persons covered under the perian joined in accordance with, and met
applicable guidelines, we began by pulling each Kership Application (PA-1) form in our
sample in the Pension Office and verifying that #pplication was properly completed, that
each person passed the physical or obtained a maikthat pensioners were approved by the
Board of Pension Trustees (Board). Membership isppbns were pulled from membership
effective dates of October 9, 2000 through Septemilbe 2001. If the application was not
signed by the Board’s Secretary, then we veriffeat the pensioner was listed on the approved
Board consent agendas. In addition, where the [Béuld not be located in the Pension Office,
we had the personnel file in the City's Human Reses Division examined for the
documentation.

Our finding and recommendation for objective listeld below:

Finding #1

All Membership Applications are not being propemygintained and filed in the Pension Office

and signed by the Pension Board Secretary. Spaityfi we found that of the 23 pensioners
tested, one (4%) Membership Application could rofdund and the personnel file could not be
located in the Human Resources Division. In addijtithree (13%) Membership Applications

could not be found in the Pension Office, but tf&REN the pensioner’s personnel file in the
Human Resources Division has the date the pensmassed the physical and the “on pension
date”. Nine (39%) of the 23 pensioners Membershgplications were not signed by the

Pension Board Secretary, but the pensioner's namsge located on the approved Consent
Agendas.



Recommendation #1

We recommend that the Pension Office ensure thatmbership application is received for
each new member listed on the New Member Memoranlom Human Resources and that
upon approval of membership by the Board, theséicapipns are properly signed by the Board
Secretary prior to being filed in the Pension Cfffies.

Auditee’s Response to Finding #1:

Concur with recommendation which is part of Stamda@perating Procedure (SOP). Most of the
noted items occurred during a transitional periattlashortage of trained staff. All noted PA-1's
and applicable signatures have been secured.

AUDIT OBJECTIVE #2

To determine that all Time Service Connections vggoperly calculated, paid and recorded, we
examined each file in our sample obtained frontredl Completed Payment files and Currently
Making Payment files to verify that the person wedigible to connect their time based on the
applicable guidelines. We also verified that thiewations of time and payment amount were
performed correctly, that payments were properlgereed and deducted for the person
connecting time, and the adjusted pension datecasasct in the payroll system.

Our findings and recommendations for objective&lated below:

Finding #2
For one of the eleven (9%) current payees testediownd that the calculation of the time for

connection was not performed correctly also resglin the payment made being incorrect. The
calculation of the time service connection was ®9/tonths. The amount of time connected
should have been 101.67 months based on the tinmdpdisted in the letter for times eligible
for connection at a cost of $31,414.24, rather tih@namount of $30,179.06, which is currently
being paid. The person requested that all eligibhe be connected; however, a miscalculation
in the time resulted in this error.

Recommendation #2

This person should be notified of the error in gldtion and informed that the actual amount of
time that may be connected is 101.67 months raiem 97.67 months. With the proper
approval of the Board, the individual should beowkd to connect the additional time upon
payment of the additional cost using the salaryt thas in effect when the time service
connection was requested, since this was an erradh® part of the Pension Office, not the
employee.

Auditee’s Response to Finding #2:

Concur with recommendation — employee has beenactut and extended the offer. The
operating procedures contain an audit process tdigatie these occurrences. This finding
occurred before the change in leadership.




Finding #3

We found that proper support and documentatiorisalways being maintained for individuals

connecting their time. Specifically, we noted thédwing:

* For two of the 23 (9%) Completed Payments persested for time service connection,
there was not enough information available to yettifat the person was actually eligible to
connect their time.

Recommendation #3

We recommend that proper documentation be mairdawben performing time service
connections. Documentation should be availabletermine that a person is eligible to connect
his time. This documentation may include copiesEaiployee Service Records (ESRs), or
payroll documentation.

Auditee’s Response to Finding #3:

Concur with recommendation which is part of therent SOP. These two findings occurred in
3/1/96 and 12/30/99 prior to the new SOP. The nevipolicy was to have Personnel Division
staff record dates and types of employment withtiathing substantiating documentation.

Finding #4
In the testing of Time Service Connections, it waged that a complete refund of contributions

was not received by one employee upon his ternonafihrough correspondence with JEA we
verified that this participant terminated employmemh JEA on 2/26/96, which was prior to
completing his Time Service Connection paymentshe Total amount contributed through
payroll deduction for Time Service Connection ughe point of termination was $2,828.28. A
refund was received for all other contributions mado the Pension Plan; however, the amount
contributed for Time Service Connection was notuded in that refund. The Pension Office
relies on JEA to provide refund information.

Recommendation #4

We recommend that the participant be paid the @daik money he is owed. In addition, we

recommend that as a part of the termination praeeduall agencies participating in the Pension
Plan, any person terminating that is a member efRlan be required to contact the Pension
Office to verify pension contributions and discubg options available. See also Internal
Control Weakness # 1 later in this report.

Auditee’s Response to Finding #4:

Per documentation obtained and provided by City @duAuditor's Office, will process
additional amount due, and locate the individual.these circumstances, we rely on JEA to
provide us with the information. We will continework with the JEA in obtaining accurate
information from them.




AUDIT OBJECTIVE #3

To determine that all payments being made to pkigipants have been properly calculated
and paid, we recalculated benefits and agreed ahadunt to the amount the person was
receiving. We also examined each file in our sanipi proper documentation. We tested the
affidavit process including the proper recording abfecks, the validity of Social Security
numbers and whether or not pensioners tested weceaded. In addition, we tested the
appropriateness if more than one pensioner’s civaskgoing to the same address.

Our findings and recommendations for Objectiveelmsted below:

Finding #5

We found that some of the files tested for theq@efrom October 1, 1995 through September

30, 2001 either contained no support for the dateation of the average monthly salary and

benefit amount, or the support available in thesfifor determination of the average monthly

salary and benefit amount did not agree to thd feaefit amount approved by the Board and

being received by the beneficiary. Specificallg fwund the following.

= 37 of the 128 (29%) files tested contained no stipfoo the determination of the average
monthly salary amount, they simply had the amouritten in on the calculation of benefit
sheet. All exceptions found were prior to the 22001 fiscal year.

= For 21 out of 128 (16%) files tested, the suppbwsttwas available in the files for
determination of the average monthly salary andotreefit amount did not agree to the final
benefit amount approved by the Board of Pensiorst€rs (Board), and being received by
the beneficiary. This was because the supporhénfile was based on an estimation of
benefits; however, updated support was not placeded file when the actual benefit amount
was determined for Board approval. All exceptiomsnid were prior to the 1999/2000 fiscal
year.

It should be noted that for a sample of the perdistesd above, we pulled payroll records and

manually recalculated the average monthly salarguants. For all of those recalculated, the

average monthly salary agreed within an immatenmabunt ($5.00 or less) to the amount that

was used for determining the benefit the retiraedgiving.

Recommendation #5

We recommend that a checklist be developed thest & of the required documentation that
should be present in the file. This checklist $tidae signed off by the person creating the file
and the person verifying the benefit calculatiamgnsure that all of the proper documentation is
present in the file.

Auditee’s Response to Finding #5:
Concur with recommendation and have developed tiseck

Finding #6

We could not agree the COLA amount being receiyetivo out of 128 (2%) pensioners tested
to our recalculations of the COLA or supplemeniytekrould be receiving. Both pensioners are
surviving spouses and are receiving a lesser amthamt the COLA we calculated. One

pensioner is receiving a COLA of $50.96 per paygaerbut should be receiving a COLA per

pay period of $60.67, for a difference of $9.71heTother pensioner is receiving a COLA of



$30.82 per pay period, but should be receiving d.&E@er pay period of $46.36, for a
difference of $15.54 per pay period. Since the 8Q@halculations are system generated, this
finding may indicate a system problem in calculgtine COLA benefit for surviving spouses.

Recommendation #6

We recommend that the Pension Office pay thesepgr®r the underpayments they have not
received, and implement a periodic verificationtiké COLA and supplement amounts on a
sample basis. In addition, the Pension Office khoaordinate with ITD to determine if this is a
system problem and if so determine if there arergplersons affected.

Auditee’s Response to Finding #6:
Concur with recommendations. Processing underpatgneResearching matter, discovered
cause of problem, and working towards correctivasaees with ITD.

Finding #7

We found that there were missing documents fromesofrthe files tested for the period from

October 1, 1995 through September 30, 2001. Speltfj we found the following:

* Three out of 128 (2%) persons tested were misdiegform showing how the pension
benefit was calculated.

* Three out of 128 (2%) persons tested were misseapg of the W-4 form in their file.

* One out of 128 (0.7%) persons tested was recew@isgrvivor benefit, but the file did not
contain a copy of the death certificate and maeriegrtificate. The death certificate and
marriage certificate are the means of ensuringttieperson is a valid surviving spouse.

None of the exceptions above occurred during tl®2001 fiscal year.

Recommendation #7

We recommend that a checklist be developed thest i of the required documentation that
should be present in the file. This checklist dtidae signed off by the person creating the file
and the person auditing the benefit calculationsnsure that all of the proper documentation is
present in the file. The Pension Office shouldaobt copy of the missing death certificate and
marriage certificate for the surviving spouse in sample.

Auditee’s Response to Finding #7:

Concur with recommendation and have developed tikeddissing paperwork for referenced
survivor located. Current procedures have allowed rio exceptions in the past fiscal year.
These findings were prior to fiscal year 00/01.

Finding #8

We were not able to confirm that all pensionergireng a benefit were actually still eligible to

receive a benefit. Specifically, we found the faling:

* Eight out of 128 (6%) persons tested were misshagr t2001 affidavits. Subsequent to
notification of this finding, affidavits were redely the Pension Office and received back
from the pensioner. It should be noted that soffre@eaits had not been received as far back
as February 2000.

* Five out of 128 (4%) persons tested were missieg #000 affidavits.



This shows that pensioners are not being properiyihated from receiving their benefits when
affidavits are not returned.

Recommendation #8

We recommend that the Pension Office tighten tlo@introls over the affidavit process.
Currently, a monthly reconciliation of the Non-Resgders Report should be occurring. This
process needs to occur more consistently to etisatdenefits are properly terminated.

Auditee’s Response to Finding #8:
Concur with recommendation which is part of SORohsistency occurred during transitional
period and shortage of trained staff.

Finding #9

For one of the persons tested, the original retr@nadate on the time service application form
was 4/9/97, making the number of years the employeded 21 years and 0 months, which
resulted in an accrual rate of 52.50%. Howevex eimployee did not actually retire until 5/3/97,
making the number of years worked 21 years and dtimoThis would make the accrual rate
52.70%. The accrual percentage was not updated thieeretirement date was changed and the
employee’s benefit was calculated using the 52.%3@%rual rate. This difference in benefit
percentage causes the employee to receive a mobénlgfit of $1,121.56, rather than the
amount she should be receiving of $1,125.83, ftiffarence of $4.27 per month.

Recommendation #9

We recommend that the Pension Office adjust thefiteaamount that the pensioner is receiving
to reflect the additional time worked and that shertage that has accumulated be calculated and
given to the pensioner. The Pension Office haseatly implemented a process whereby a
different Pension Office employee audits the catahs of other office employees. This audit
process was not in place at the time this findioguored, but should prevent the same type of
error from occurring again in the future.

Auditee’s Response to Finding #9:
Concur with recommendation which is part of SORJ processing underpayment. This finding
occurred in 1997 and procedures in place have adidfor no more recurring instances.

Finding #10
For three of 128 (2%) persons tested for the pdrma October 1, 1995 through September 30,

2001, we found that the benefit the individualaseiving per pay period is not the same as the
benefit approved by the Board of Pension Trustedsecalculated in our audit. This was due to
a retroactive pay increase, but there was no doetatien present in the file to support this. All
of these exceptions occurred prior to the 1999/30al year.

Recommendation #10

We recommend that if adjustments in pension benefi¢ needed after Board approval of the
benefit, that the reason for the adjustment begrtpmlocumented in the file and that the Board
approve the adjusted amount for the pensioner.adition, the Board should approve the
amount of the benefit for each of these individualsur sample.




Auditee’s Response to Finding #10:
Concur with recommendation which is part of SOP.aiAg current standard operating
procedures are in place and working as these figslnvere prior to fiscal year 99/00.

Finding #11
For one employee tested, the effective retirematg vas March 31, 2001. An estimation of

benefits was calculated on January 16, 2001 ubie@c¢tual salaries from January 1998 through
December 2000. The salaries for January 2001 ghrddarch 2001 were projected salaries.
Once the actual report was received from JEA, ttteah salaries were not the same as the
projected salaries. Although the calculation tas originally prepared was just an estimate, it
was used to determine the actual amount of the daidl monthly benefit the pensioner would
receive. In addition, the amount shown on the Jia4roll microfiche for his actual salary
amount is not correct due to discrepancies inrgament of the 1% refund of pension benefits
that occurred during that year. Therefore, thewamof over or under payment that is occurring
cannot be determined and needs to be further ssir

Recommendation #11

We recommend that the Pension Office adjust theuatnaf benefit being received to the correct
amount as well as determine the total amount okeumd over payment that has occurred in
order to repay or recoup that amount to or fromititkvidual. We further recommend that the
Pension Office work with JEA to ensure that the Ji&4roll records available to Pension have
been corrected for the 1% refund errors.

Auditee’s Response to Finding #11:

Concur with recommendations and have attemptediugso to same. JEA has responded
partially to inquiries regarding the referenced imdiual. However, a couple of issues still
remain outstanding. This also highlighted the #&ddal matter of JEA incorrectly deducting a
full biweekly pension contribution amount for enygles leaving in the middle of a pay period.
Although, per our inquiry, JEA has acknowledged esamCouncil Audit Staff, to our knowledge
resolution and corrective measures have not be@heimented.

Auditor’s Note of Clarification:

Upon meeting with and talking to JEA Payroll remsitives, we found that it is not the policy
of JEA to deduct a full biweekly pension contrilmmiamount for employees that leave in the
middle of the pay period, and this was simply atakis that occurred.

Finding #12
Child benefits are not always being properly temtwa when the child turns eighteen.

Specifically, we found the following:

= During our testing of voided checks, we found oh¢he pensioners tested turned eighteen
on June 3, 1999, but her benefit was not terminated February 2, 2001. The date of this
person’s last affidavit was June 30, 1998. Totarpayments due to non-termination of
benefits are $2,222.78. There was no documentatiosupport that the Pension Office
attempted to recover the money.

= During our testing of persons receiving benefitt thved at the same address, we found a
child receiving Orphan Benefits that turned eightea October 26, 1999. However, as of



the February 15, 2002 payroll register, the chiabswstill receiving benefits. The date of this
person’s last affidavit was March 20, 2001. Thaltamount of overpayment to the child that
has resulted from non-termination of the benefage eighteen is $38,260.22.

Recommendation #12

We recommend that every effort be made to recdwerfunds. We also recommend that the
Pension Office re-examine their procedures for teation of child benefits and consult with the
Information Technologies Division to develop a nioyptreport that pulls from the Pension
system and lists all children or orphan benefiesmthat turn eighteen during that time period. In
addition, Pension Office personnel should examhme hirth date on child benefit affidavits
(since in one instance the child was still retugnthe affidavit with the correct birth date) to
ensure that the child is not yet eighteen. Thela#ft should also be modified to state that the
person signing the affidavit understands that theehbit being received should terminate at the
child’s eighteenth birthday.

Auditee’s Response to Finding #12:
Concur with recommendations. Have made contactimaitidted repayment efforts — receiving
scheduled payments from one; pending paymentssiecond.

Finding #13
The Pension Office is not always properly withholglithe tax amount requested from

participants refund payments. For one of the twaew refund checks tested (50%) for the
period from January 2001 through December 2001 fomed that a person who received a
refund from the Pension Fund due to terminationrpio retirement did not receive the proper
tax deduction as requested from the refund amoditte person requested that an additional
$1,500 be withheld from their pension refund for pairposes; however, this did not occur.

Recommendation #13

The Pension Office should update its procedureefumd of pension contributions to include a
step to examine the form to ensure that all oténeminated employee’s information is processed
properly. A different Pension Office employee didoaudit the refund application and amount
after it is prepared.

Auditee’s Response to Finding #13:
Concur. This is currently a part of SOP.

Finding #14
Through our testing of the 10/13/01 and 1/12/02 wairCertification Non-Responders (Non-

Responders) Reports, we found that the report iscompletely reliable in terms of reporting

those persons that have not returned their affidSyiecifically, we found the following:

= Some pensioners were included on the Non-Responelgost that were not yet due to have
an affidavit as a result of errors in the repdrhe report includes some that are newly retired
that have not been retired for at least one ysaneall as some survivors where the report has
used the date for the original pensioner, rathen the new effective date for the survivor.
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= Of the 65 pensioners tested that were on the 1M 186Nn-Responders report, 29 dropped off
by the 1/12/02 report. Of those 29 that droppdd/024%) did not have a current affidavit
or any other justification in the file for droppimdf the report.

Recommendation #14

We recommend that the Pension Office consult viith 1o determine how a pensioner could be
cleared off of the Non-Responders Report withoceigg of an affidavit and correct this problem
as well as the problem of persons being on the Responders Report prior to having an
affidavit due.

Auditee’s Response to Finding #14:
Concur with recommendations and will begin impletagon with ITD. Many of these ITD
issues were put on hold in anticipation of the Qgaystem.

Finding #15
Of the 65 pensioners tested that were on the 1@ 186n-Responders Report, 43 should have

had current affidavits in their file. We noted flolowing problems based on this information.

= One (2%) of the 43 pensioners tested had a sigfieth\at available in the file, but the
affidavit was not properly notarized.

= Five (12%) of the 43 pensioners’ affidavits wereeiged on 6/15/01, but three were not
entered into the system until 12/17/01 and two werteentered into the system until 2/14/02.

Recommendation #15

We recommend that the Pension Office adhere tpridssedures and review all affidavits to

ensure they are properly notarized. In additibe, Pension Office should enter affidavits into
the system as they are received to ensure thasarpes not terminated from receiving a pension
benefit in error.

Auditee’s Response to Finding #15:
Concur with recommendation which is part of SOPoldRems occurred during transitional
period and shortage of trained staff.

Finding #16
We found that the process for terminations of responders to affidavits is not properly

occurring. Specifically we noted:

* Nineteen (44%) of the 43 pensioners that shoulde Hed current affidavits did not have
their benefit terminated within one year and thremths of the due date of the last affidavit.
Of those nineteen, ten (53%) have subsequentlyhedbenefits terminated.

* One person listed on the 10/13/01 and 1/12/02 NespBnders Reports died in April 1999,
but as of the February 15, 2002 payroll was sétteiving a pension benefit. The last
affidavit available in the pensioner’s file was ethtApril 1998. The total overpayment that
has occurred as a result of this is a gross anafu$f24,239.76.

Monthly reconciliations of the Non-Responders Ré&pshould be occurring that would prevent

these problems; however, it does not appear tih#s consistently been the case.
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Recommendation #16

We recommend that the Pension Office pursue oligithie funds for the overpayment made.
The affidavit process is a high-risk area becabseprocess is the only mechanism for ensuring
that persons receiving pension benefits are natags. The Pension Office should place more
emphasis on this process, and tighter controlsldhmeienforced. The Pension Office needs to
determine the reason that benefits are not beingeply terminated in a timely manner. In
addition to performing monthly reconciliations dietNon-Responders Reports, we recommend
that the Pension Office utilize the Social Secubgath Index Database and verify that those
persons listed on the Non-Responders reports amdeceased.

Auditee’s Response to Finding #16:

Concur with recommendation which is part of SOP.aNepursuing alternative death audits in
addition to referenced Social Security Death Indesuch as a one time service to review the
entire retiree population being paid, and annuaViesvs thereafter. We have included in next
year’s budget to pay for this service.

Finding #17
During our testing of pensioners with birth date®mpto January 1, 1925, we found that one

pensioner is using a fictitious Social Security im@mto receive pension benefits. The person is
eligible to receive her survivor's benefit, becapseof of her marriage to the pensioner and the
death certificate was available in the file. Hoegvthe Social Security number that she is
claiming is hers, is actually that of her deceas®her-in-law. We also found that another

pensioner had an incorrect Social Security numis¢ed in the pension system because the
pensioner gave the Pension Office an incorrecteb&acurity number.

Recommendation #17

We recommend that a copy of the Social Security tar required for all persons applying for
survivor’'s benefits. This is already required ¢bildren that receive surviving child benefits, but
is not being required for surviving spouses. Tw@uld help to alleviate the possibility of a

person using a false Social Security number. Regetirees would not need to provide a copy
of their Social Security card, because this is ireguupon employment with the City or another
agency.

Auditee’s Response to Finding #17:
Concur with recommendation and have implementedireyent.

AUDIT OBJECTIVE #4

To determine that benefits were properly stoppegérsons terminated from the pension within
our sample selected from the period of October 94991through September 30, 2001, we
recorded the date of the last check received bly pansioner using the payroll records. Then,
we determined if the payment to the pensioner wa®ctly stopped.

Our finding and recommendation for objective 4isteld below:
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Finding #18
From our testing of 96 participants, we found tinag (5%) were overpaid a total of $2,327.60

based on the termination date from the pensioresysbmpared with the last payment made per
the payroll system (consideration was taken intmant to allow for payment of the last pay
period in full if the pensioner was receiving a bakly benefit). In addition, one (1%)
participant was underpaid $329.22 when compariegétime dates.

Recommendation #18

We recommend that the overpayments be recoupedhanhdhe underpayment be paid to the
person it is owed. In addition, more attentiondse® be placed on this area by the Pension
Office when terminating persons from receiving bgado prevent this from occurring in the
future. The process for terminations needs to mméed and strengthened. The Pension
Office should require the same audit process faniteations as for other areas so that another
person within the office is also verifying the ténation calculations.

Auditee’s Response to Finding #18:

Concur with recommendation. Have attempted contaw initiated repayment efforts —
pending repayment schedule from two; recouped gadimount from one and pursing
remaining repayment; unsuccessful with estate abntdormation for remaining two deceased
survivors.

AUDIT OBJECTIVE #5

To determine that all refunds, returns, and coectchecks have been properly processed and
paid for our sample selected from the period ofoBet 1, 1999 through August 31, 2001, we

obtained the supporting documentation to ensuretiigaproper action was taken. For refunds,

we pulled the payment package from the refunddite verified that the amount paid, taxes

deducted, and the payee were correct. For retuameldcorrected checks, we reviewed the

records maintained by the Pension Office to deteenthe status of the returned or corrected

check.

Our finding and recommendation for objective Ssteld below:

Finding #19
For one of the nine returned checks tested (11%)ownd that it took over nine months to void

the check. Specifically, the check was issued @2%99 and returned because the pensioner
died on 11/2/99. The check was not voided undl@]J, over nine months after it was issued. In
addition, the pensioner was eligible for both hemdfit on 10/29/99 and 11/12/99. This results
in a gross underpayment to the pensioner of $622.14

Recommendation #19

We recommend that all checks be voided upon rettirthere is a reason for holding a check
prior to voiding it, the reason should be documéritethe pensioner’s file. In addition, the
amount of underpayment owed to the pensioner shmaifghid to his estate.
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Auditee’s Response to Finding #19:
Concur with recommendation which is part of SORefeRenced incident under the purview of
previous staff/Pension Administrator thus partiealare unknown.

AUDIT OBJECTIVE #6

To determine that all changes and computer aceesstslwithin the pension system are proper,
we obtained a list from the Information Technolggi@vision (ITD) that listed the persons who
had access to the pension system and determinethevhé appeared that each person had
proper access to the system. We also reviewednalsaof changes made by persons per the
audit reports available for the period from Octolb&r 2000 through September 28, 2001 from
the pension system to ensure that any changes nvade supported by the appropriate
documentation in the pensioners file. While doihig,twe also examined the reports to ensure
that persons other than those that should be améiio(Pension Office employees, Employee
Benefits Office employees, and some JEA employgesk not making changes within the
pension system.

Our findings and recommendations for objectiveelmsted below:

Finding #20
There has been no review of the persons that hesesa to the pension system to ensure that

there is no unauthorized access. We found theg there numerous instances where the level of

access for a person did not appear appropriateifigpdy, we found:

= Four persons have terminated employment from tly But continue to have access to the
system. One of these four employees is a formasiBe Office employee and has a large
amount of change access.

= Two persons at the Police and Fire Pension Offaseetthange access to the system. One of
the persons with change access within the City'sio®m system is actually a City retiree that
currently receives a pension check from the City.

= A former Employee Benefits employee still has cleagcess within the pension system
although she now works within a different area.

= Three contract employees for the City have acaesiset pension system, two of which have
change access; however, it is unclear as to whi#tbkse employees are actually working on
any pension system projects.

= One former Pension Office employee is now with @erk of Courts Office but still has the
ability to make changes to the pension system.ddeess was never terminated.

= One employee within the Employee Benefits Office floee City has a large amount of
change access; however, the only item that the &rapl Benefits Office is responsible for
concerning retirees is the processing of theirrausce benefits. This employee actually has
change access to the main pension set-up scre&A PN

= Two of the persons with access to the system (dtteer contract employees) could not be
located within the City payroll system as beingy@mployees.

In addition to the above specific instances, tlaeeesnumerous employees that have access to the

system for reasons that are unclear, but thos®mpeido not have change access to the pension
system.
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Recommendation #20

We recommend that the Pension Office immediatebess the necessary persons that need
access to the pension system, and terminate alceessothers. In addition, the Pension Office
should periodically examine a list of those witltegs and ensure that all access is appropriate.

Auditee Response to Finding #20:
Concur with recommendation. Have started review ammoval of inapplicable access and
security levels.

Finding #21
The pension office allowed a terminated employae®ess to the pension system to continue to

be used by other Pension Office employees aftepéhnson left. We found 12 (11%) of the 110
transactions selected for testing were made untkmn@nated employee’s access to the pension
system. All transactions that were performed unlderterminated employee’s logon were tested
and appeared to be appropriate changes suppori@uwpgr documentation.

Recommendation #21

We recommend that access to the pension systemrinénated when an employee leaves the
office and that each person responsible for makhmanges to pensioners’ information be given
and use their own access to the pension system.

Auditee’s Response to Finding #21:
Concur with recommendation which is part of SOP.

AUDIT OBJECTIVE #7

To determine that all Florida Statutes and Ordiea@ode requirements are being met, we
developed two questionnaires based on the Flori@@ut8s and the Ordinance Code and
completed them through the testing of our otherntatdps, through examination of additional
documentation, and through discussion with the iBanSoordinator. The period examined for
testing purposes was October 1, 1999 through Fepbag 2002.

We did not have any findings for this audit objeeti

INTERNAL CONTROL STRENGTHS

Internal Control Strength #1
Strong documentation is available for policies @noicedures of the office, as well as specific
procedures on how to perform processes.

Internal Control Strength #2
Good checklists are available for preparation falvi8ory Committee and Board of Pension
Trustee meetings.

Internal Control Strength #3

Good documents have been developed for completiomarious processes. Some examples of
documents developed include: Application for Menshgy in the General Employees’ Pension,
Purchase of Time Service Credit Form, Notice otCibs to Apply for Time Service Connection
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Benefits Form, Retirement Information Request FoRetirement Appointment Checklist,
Retiree Payroll Maintenance Form, Disability Retient Application Package, Time Service
Retirement Application Package, and Survivor’'s Biesmd@pplication Package.

Internal Control Strength #4

For City employees the process of calculating thewnt of benefit to which a retiree or other
person is entitled is performed by the computetesysas well as manually by a Pension Office
employee, and is then audited by a separate Pedime employee. For JHA and JEA the
system does not calculate a benefit amount; how&veramount is calculated manually by one
Pension Office employee, and then verified/auditga different Pension Office employee.

Internal Control Strength #5
The actuary that the City uses performs numerotischdcks for reasonableness and accuracy
on the data that is provided by the City.

Internal Control Strength #6
The Board of Pension Trustees reviews and appravdsapproves all cases in which there are
unusual circumstances related to either the peasmmthe pension benefit calculation.

Internal Control Strength #7
After a disability application is completed witretphysician’s statement, the information is sent
to an occupational health specialist for evaluaind recommendation.

Internal Control Strength #8

The agency collecting the pension payroll checks mailing purposes and the post office
provide a total of the number of checks they hanexgssed, which is agreed to the manual
record the Pension Office maintains.

INTERNAL CONTROL WEAKNESSES

Internal Control Weakness #1

There is no communication between the computeresystfor the City, JEA and JHA.
Therefore, there is no way of automatically knowih@gn employee is receiving a pension
retirement benefit from the City, and has alsorretd to employment with either JEA or JHA. It
is also not possible to determine if an employe thensferred between the organizations, but
remains on the pension plan. The lack of commuioicdbetween the systems makes it difficult
for the Pension Office to determine the amountedtimd an employee would be due if the
employee had worked at other agencies besidesitye There is no opportunity provided to the
employee to disclose these items to the PensiorceOffecause refunds are automatically
calculated from the City system and sent to an eyg@ upon termination. Unless the employee
was tracking every amount ever paid into the fuhd,employee would not know that the refund
amount was incorrect.

Recommendation for Internal Control Weakness #1
A possible solution to this weakness is to incoap®ra requirement into the exit process rules
that if a person is covered under the pension glaany agency and is leaving that agency, then
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the person must communicate with the Pension Offieer to leaving. This would allow the
pension office to “flag” any persons that wouldttansfers. It would also allow any persons not
transferring to another agency to learn what ogtiare available to them and the process for
obtaining their refund, as well as give the empéoilee opportunity to disclose any time worked
at another agency. Another component of the salusao allow the Pension Office to access
necessary information from the JEA and JHA systems.

Auditee’s Response to Internal Control Weakness #1:

Concur with recommendations for which we have bsseking solutions over the long term.
Have previously requested that active databasesréated with the implementation of Oracle
pension Module to accommodate JEA, JHA, JSA, ad dbta on a biweekly basis for full
integration into our active pension systems — aankhbudgeted for same.

Internal Control Weakness #2

The pension date for an employee can be changethyyne in the Pension Office who has
change access to the FNPENS3 screen. In additioemaioyee’s pension contribution can be
changed by anyone with access to the FNDEDG6 scrébkarefore, a member of the pension plan
could have their date and/or contribution changetthout being eligible for more time and
without making the necessary payments. There ieotly no audit report that lists the changes
made to these two screens. This compromises tbgrityt of the Pension Fund.

Recommendation for Internal Control Weakness #2

We recommend that the Pension Office coordinaté thié Information Technologies Division
to create an edit report that lists all of the gemmade to the FNPEN3 and FNDEDG6 screens.
This report should be audited monthly to ensuredii@hanges have been properly made.

Auditee’s Response to Internal Control Weakness #2:
Concur with recommendation, and have submitted ctenprequests to ITD affecting the
change and reports creation.

Internal Control Weakness #3

There is not a mechanism in place for tracking gesout on Worker's Compensation benefits.
When an employee retires, it is the responsibdityhe employee to let Pension know that they
were on Worker's Compensation for a certain pewddime. Pension can then research it
further to determine the time period and if paymeftr pension contributions were made.

However, if the employee does not report that theye on Worker's Compensation and it

occurred more than 10 year ago, there is no mestmafur revealing this. The pension date and
employment dates are not adjusted for time outtdWorker's Compensation. However, when

pension calculations are performed to determinetieee’s benefit, the last ten years of payroll

information is pulled. This information is scannieg the Pension Office to ensure that there
were not any pay periods where a smaller than usuatk or no check was received. This
would be a “red flag” for the pension office thiaey would need to research further to ensure
there was not any Worker's Compensation time.hdf Worker's Compensation occurred more
than 10 years ago, there is not a way to catchWheker's Compensation time unless it is

reported by the retiree. This could cause the murmabyears of service to be inflated and cause
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the accrual percentage to be incorrect, possiltbyvalg an employee to get a 2.5% accrual rate,
rather than a 2.0% accrual rate.

Recommendation for Internal Control Weakness #3

We recommend that the Pension Office communicath thie Risk Management Area when
processing a retiree to determine whether the pdrad any Worker's Compensation time. ITD
or Risk Management may be able to provide a rejgoRension that the Pension Office could
monitor.

Auditee’s Response to Internal Control Weakness #3:

Concur with recommendations for which we have bsseking solutions over the long term.
Have previously requested interactive reports frdm active payroll system, as well as a
specific code for persons out on Worker's CompeémsatHowever, these items are outside of
our purview. Currently, we rely on contact with fRResk Management area to obtain information
on an individual basis. This has mixed resultg] #rey often report that they do not have the
older records, etc. Will continue to pursue altsime methods.

Internal Control Weakness #4

JEA payments are made via a wire transfer biweeklth supporting payroll documentation
sent via File Transfer Protocol (FTP) to the Citich is converted by the City to microfiche.
This information includes a total cumulative tgpalyroll amount deducted for pension benefits.
Currently there is no reconciliation by the Pendiffice between this total and the amount sent
over in the wire transfer from JEA to the City.

Recommendation for Internal Control Weakness #4
We recommend that the Pension Office reconcile edoh transfer to the payroll microfiche
received from JEA to ensure that the City is reoghall pension contributions.

Auditee’s Response to Internal Control Weakness #4:

Concur with recommendations for which we have bmseking solutions over the long term.
Have previously requested such reports and to bate not received. Also, confirmation email
has once again stopped. Will continue pursuitesbiution to this matter.

Internal Control Weakness #5

We noted numerous internal control problems in phecess for handling non-response to
affidavits. Checks are being pulled from the pemsp@yroll checks received from Treasury
without any log being maintained of the checks guill The Pension Office contracts with an
outside agency to prepare the checks/direct deplys# for mailing and to deliver them to the
post office. A reconciliation is performed to eresthat the post office mails all checks/direct
deposit slips originally delivered to the agenéyreconciliation between the check register from
Treasury and the number of checks/direct depogis slelivered to the agency and ultimately
mailed reveals the number of checks pulled by #mesin Office. There is currently no audit
performed over the process of pulling the checksitm-response to affidavits. In addition, one
person is solely responsible for this entire precegluding pulling checks for purposes of
stopping the benefit, sending the voided checKsreasury, reconciling the number of checks
delivered to the mailing agency and post officemieating the benefit the pensioner is
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receiving, and reconciling the monthly Non-RespeadReport. This person can also make
changes within the pension system to a pensioneftsmation, and is also the person that
reconciles the Pension system Audit Report listithghanges made.

Recommendation for Internal Control Weakness #5

We recommend that the Pension Office review ite@se for affidavit non-responders. Stronger
controls need to be implemented in this area inotpdegregation of duties. We recommend
that the Pension Office consider eliminating thepsof pulling checks, and converting direct

deposits to checks, and simply terminate benefitaediately for non-response. If the pulling of

checks is occasionally necessary, we recommendhadension Office log these checks. The
log of checks pulled should be reconciled each mbgtsomeone other than the person pulling
the checks to ensure that all checks were propwilyed, or the pensioner received the checks
when the affidavit was returned. We further recanththat the Pension Office establish audit
checks to be performed by a person other thandtsop originally processing the item.

Auditee’s Response to Internal Control Weakness #5:

Concur with recommendations. Have implementedpaf checks being picked-up by mailing
company directly from Treasury; have ceased praaticconverting direct deposit to checks for
non-responders — will turn-off; any checks that chée be pulled for special handling will
require an explanatory email/memorandum to Treasury

OPPORTUNITIES FOR IMPROVEMENT

Opportunity for Improvement #1

Because of the difficulty encountered locating sfilduring our audit, we recommend that a
system be developed for pulling files whereby teespn that pulls the file signs it out. Using a
system where a file place holder is inserted icelaf the file with the name of the person that
has pulled the file would be beneficial.

Auditee’s Response to Opportunity for Improvement #
Concur with opportunity for improvement and havelemented.

Opportunity for Improvement #2

The Pension Office is not able to download infoinorafrom JEA and JHA’s computer systems
into their computer system. This information ieded to calculate the employee’s pension
benefit. Because this information is not in thedgten Office’s computer system, they have to
manually calculate the pension benefits for JEA 3iHA employees. In addition, the Pension
Office has to rely on the information sent to theynJEA and JHA, which may contain errors.
The Pension Administrator states that the numbelH& employees under the Pension Plan is
so low that it is not a problem to manually caltalgheir information. However, JEA has
numerous employees under the City Pension Plamaddition, Airport Authority and Seaport
Authority employees are under consideration fonge&idded to the Pension Plan. These persons
also work under a different system and may haveedaalculated manually. Consideration
needs to be taken by the Pension Office, ITD arkroagencies covered under the City’s
Pension Fund to determine a method of easily oipiireliable data.
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Auditee’s Response to Opportunity for Improvemeidt #
Concur with opportunity for improvement. We congithyy work with the other agencies to
improve the automation of the flow of information.

Opportunity for Improvement #3

The pension payroll system does not communicatevark in coordination with the payroll
system for the City, causing the need to dupli¢atens such as a Direct Deposit form upon
retirement. The City should consider the benefita system that would allow these two areas to
communicate and eliminate the need for duplicatbrinformation upon retirement. Further
consideration should also be given to the idedloWag the Payroll Office to provide Pension
payroll services, in an effort to eliminate any bicgtion of information and functions between
the Payroll Office and the Pension Office. Thiswdoallow for better controls over the payroll
process if confined to the Payroll Office and hbesegregation of duties within the Pension
Office when vacancies are present in the posigsponsible for payroll processing.

Auditee’s Response to Opportunity for Improvemet #

Concur with opportunity for improvement. Effectitdy 2002 the pension payroll process and
related active pension payroll matters will be grated with City Payroll, and under the
purview of a separate City Division. It is antiatpd that the GEPF will transfer a full-time
funded position to coincide with a transfer of fithe duties and responsibilities.

AREAS NEEDING FURTHER STUDY

During the course of our audit, we noticed a cdasisproblem between the Pension Office and
JEA. We feel that an audit of the JEA payroll aeadfits area in the future would be beneficial
to resolving some of these problems and issues.

Auditee’s Response to Areas Needing Further Study:

We concur with the recommendation, and believe #matinitial audit, along with periodic
follow-up audits, for all outside agency memberghwiroprietary payroll systems (including
JEA and JHA) will prove beneficial in ensuring aey of data reported to us. Such accuracy
is vital to providing active and retired member\sees and the actuarial soundness of the fund.
Should you embark on such audits, we will happilflime areas of concern and provide
documentation for same.

In conclusion to our report, we would like to thatile Pension staff for their cooperation
throughout the course of our audit.
Respectfully Submitted,

Robert O. Johnson, CPA
Council Auditor

Audit Performed by:

Sarina Wiechens, CPA

Jennifer Spinelli
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DEPARTMENT OF ADMINISTRATION AND FINANCE

Office of the Director

July 19, 2002

Honorable Members of the City Council
City of Jacksonville

Response to Audit Report No. 548

The Department of Administration and Finance General Employees’ Pension Fund (GEPF)
Administrative Office (Pension Office) offers the attached responses to Audit Report No. 548. In
general, the Department concurs:with the recommendations and has implemented those that were
new and stressed the importance of those that were already included in Standard Operating
Procedures.

Please let me know if you have any questions.

Grumeir— @é

Shari A. Shuman Calvin C. Ray
Deputy Director Director

Sincerely,

Attachment

I
COUNGIL AUDITOR |

117 West Duval Street, Suite 300
Jacksonville, Florida 32202 Telephone (904) 630-1298



Finding #1

RESPONSE: Concur with recommendation which is part of Standard Operating Procedure
(SOP). Most of the noted items occurred during a transitional period and shortage of trained
staff. All noted PA-1’s and applicable signatures have been secured.

Finding #2

RESPONSE: Concur with recommendation — employee has been contacted and extended the
offer. The operating procedures contain an audit process to mitigate these occurrences. This
finding occurred before the change in leadership.

Finding #3

RESPONSE: Concur with recommendation which is part of the current SOP. These two findings
occurred in 3/1/96 and 12/30/99 prior to the new SOP. The previous policy was to have
Personnel Division staff record dates and types of employment without attaching substantiating
documentation.

Finding #4

RESPONSE: Per documentation obtained and provided by City Council Auditor’s Office, will
process additional amount due, and locate the individual. In these circumstances, we rely on JEA
to provide us with the information. We will continue to work with the JEA in obtaining accurate
information from them.

Finding #5
RESPONSE: Concur with recommendation and have developed checklist.
Finding #6

RESPONSE: Concur with recommendations. Processing underpayments. Researching matter,
discovered cause of problem, and working towards corrective measures with ITD.

Finding #7

RESPONSE: Concur with recommendation and have developed checklist. Missing paperwork
for referenced survivor located. Current procedures have allowed for no exceptions in the past
fiscal year. These findings were prior to fiscal year 00/01.

Finding #8

RESPONSE: Concur with recommendation which is part of SOP. Inconsistency occurred during
transitional period and shortage of trained staff.
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Finding #9

RESPONSE: Concur with recommendation which is part of SOP, and processing underpayment.
This finding occurred in 1997 and procedures in place have allowed for no more recurring
instances.

Finding #10

RESPONSE: Concur with recommendation which is part of SOP. Again, current standard
operating procedures are in place and working as these findings were prior to fiscal year 99/00.

Finding #11

RESPONSE: Concur with recommendations and have attempted resolution to same. JEA has
responded partially to inquiries regarding the referenced individual. However, a couple of issues
still remain outstanding. This also highlighted the additional matter of JEA incorrectly deducting
a full biweekly pension contribution amount for employees leaving in the middle of a pay period.
Although, per our inquiry, JEA has acknowledged same to Council Audit Staff, to our
knowledge resolution and corrective measures have not been implemented.

Finding #12

RESPONSE: Concur with recommendations. Have made contact and initiated repayment efforts
— receiving scheduled payments from one; pending payments from second.

Finding #13

RESPONSE: Concur. This is currently a part of SOP.

Finding #14

RESPONSE: Concur with recommendations and will begin implementation with ITD. Many of
these ITD issues were put on hold in anticipation of the Oracle system.

Finding #15

RESPONSE: Concur with recommendation which is part of SOP. Problems occurred during
transitional period and shortage of trained staff.

Finding #16

RESPONSE: Concur with recommendation which is part of SOP. We are pursuing alternative
death audits in addition to referenced Social Security Death Index — such as a one time service to
review the entire retiree population being paid, and annual reviews thereafter. We have included
in next year’s budget to pay for this service.
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Finding #17
RESPONSE: Concur with recommendation and have implemented requirement.
Finding #18

RESPONSE: Concur with recommendation. Have attempted contact and initiated repayment
efforts — pending repayment schedule from two; recouped partial amount from one and pursing
remaining repayment; unsuccessful with estate contact information for remaining two deceased
Survivors.

. Finding #19

RESPONSE: Concur with recommendation which is part of SOP. Referenced incident under the
purview of previous staff/Pension Administrator thus particulars are unknown.

Finding #20

RESPONSE: Concur with recommendation. Have started review and removal of inapplicable
access and security levels.

Finding #21
RESPONSE: Concur with recommendation which is part of SOP.

Internal Control Weakness #1

RESPONSE: Concur with recommendations for which we have been seeking solutions over the
long term. Have previously requested that active databases be created with the implementation
of Oracle pension Module to accommodate JEA, JHA, JSA, and JAA data on a biweekly basis
for full integration into our active pension systems — and have budgeted for same.

Internal Control Weakness #2

RESPONSE: Concur with recommendation, and have submitted computer requests to ITD
affecting the change and reports creation.

Internal Control Weakness #3

RESPONSE: Concur with recommendations for which we have been seeking solutions over the
long term. Have previously requested interactive reports from the active payroll system; as well
as a specific code for persons out on Worker’s Compensation. However, these items are outside
of our purview. Currently, we rely on contact with the Risk Management area to obtain
information on an individual basis. This has mixed results, and they often report that they do not
have the older records, etc. Will continue to pursue alternative methods.
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.........

Internal Control Weakness #4
RESPONSE: Concur with recommendations for which we have been seeking solutions over the
long term. Have previously requested such reports and to date have not received. Also,

confirmation email has once again stopped. Will continue pursuit of resolution to this matter.

Internal Control Weakness #5

RESPONSE: Concur with recommendations. Have implemented policy of checks being picked-
up by mailing company directly from Treasury; have ceased practice of converting direct deposit
to checks for non-responders — will turn-off, any checks that need to be pulled for special
handling will require an explanatory email/memorandum to Treasury.

Opportunity for Improvement #1

RESPONSE: Concur with opportunity for improvement and have implemented.

Opportunity for Improvement #2

RESPONSE: Concur with opportunity for improvement. We continually work with the other
agencies to improve the automation of the flow of information.

Opportunity for Improvement #3

RESPONSE: Concur with opportunity for improvement. Effective July 2002 the pension payroll
process and related active pension payroll matters will be integrated with City Payroll, and under
the purview of a separate City Division. It is anticipated that the GEPF will transfer a full-time
funded position to coincide with a transfer of full-time duties and responsibilities.

AREAS NEEDING FURTHER STUDY

RESPONSE: We concur with the recommendation, and believe that an initial audit, along with
periodic follow-up audits, for all outside agency members with proprietary payroll systems
(including JEA and JHA) will prove beneficial in ensuring accuracy of data reported to us. Such
accuracy is vital to providing active and retired member services and the actuarial soundness of
the fund. Should you embark on such audits, we will happily outlines areas of concern and
provide documentation for same.
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