
Teachers Retirement Association 
Audit Committee Meeting 

Tuesday, November 17, 2020 – 9:30 a.m. via WebEx

(WebEx room will be open at 9:00 a.m.) 

1. Call to Order

2. Approval of Minutes –
a. p.  2-3 Minutes of meeting held August 18, 2020 [ACTION] 

3. Old Business

4. New Business
a. p.  5-20 Internal Audit / Audit Committee Charter Review and Approval [ACTION] 
b. p.  22-34 FY2021 Annual Report [INFORMATION]
c. p.  36-43 Internal Assessment Report [INFORMATION]
d. p.  45-53 Audits issued since August 2020 [INFORMATION]
e. p.  55-62 Educational Materials [INFORMATION]
f. Fraud Week presentation [INFORMATION] 

5. Public comments

6. Date of next meeting:

Tuesday, March 9, 2021 (9:30 am) 

Future Audit Committee Meetings (9:30 am) 

Tuesday, June 15, 2021 

7. Adjourn

Board members may participate by telephone.  Members of the public wishing to address the board shall give notice (preferably in 
writing) to either the board president or executive director in advance of the meeting.  The board provides members of the public with 
opportunities to address the board at the conclusion of the agenda.  Members of the public should limit their comments to three (3) 
minutes and confine comments to matters under the board’s jurisdiction and authority.  Stakeholder groups wishing to speak to the 
board shall designate a spokesperson.  The board reserves the right to determine what issues come before the board at any given time. 
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 MINNESOTA TEACHERS RETIREMENT ASSOCIATION 

Minutes of the TRA Audit Committee Meeting 

August 18, 2020 

Meeting held via WebEx Due to COVID-19 

Call to Order 

Joel Stencel (attending remotely via WebEx) called the meeting to order at 9:30 a.m.   Those 

attending in addition to Stencel were: 

Committee Members:  all attending remotely via WebEx were Denise Anderson, Luke Olson, 

and Martha Lee Zins. 

Absent:  Amy Jorgenson 

TRA Staff:  all attending remotely via WebEx were David Anderson, Rachel Barth, Carol 

Diedrich, Ruth Krupa, Julie Larson, Kris Lind, Leslie Nagel, Tim Maurer, Sonja Parr, Jay 

Stoffel, and John Wicklund. 

Roll call was taken. 

2.a.  Approval of the Minutes

The minutes from the June 16, 2020 meeting were sent to the members prior to the meeting.

It was moved by Anderson to approve the minutes from the June 16, 2020 meeting.  It 

was seconded by Zins.  A roll call vote was taken.  The motion passed with one 

abstention (Luke Olson). 

4.a.  Code of Conduct/Code of Ethics Certification

Nagel noted that annually all TRA employees are required to complete the Code of Conduct and

Code of Ethics Certification on SharePoint.  Earlier this month there were about 12 employees

that still hadn’t completed the process and managers were notified.  As of today, we have one

employee that still needs to complete the forms – this employee is currently on a leave of

absence.

Zins thought it would be a good idea to have Board members to complete this process as well.  

Stoffel noted he would check with the legal staff to see if this is necessary. 

4.b.  FY2020 Annual Report

Nagel reviewed the TRA Internal Audit Annual Report for FY2020 as of July 31, 2020 of the

work performed to date.
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4.c.  Workiva Implementation

Nagel noted that TRA selected Workiva to provide audit management and risk management

solutions.  Workiva will allow us to better manage and monitor all the work the internal auditor

group does.  All audits will be conducted in Workiva by the end of 2020.

4.d.  Educational Material

Nagel noted that included in the packet are Internal Controls Bulletins (Effective Communication

for Working Remotely and Internal Controls in the Real World). And Tone at the Top – ESG’s

Role in Managing COVID-19 Impacts and Risks.

Nagel noted that these Bulletins go out to state agencies on a monthly basis.  We share these 

reports with our Management Team and encourage them to share them with their staff. 

There was discussion on how well prepared TRA was with the COOP plan that was in place has 

worked when the pandemic happened.  The Board is very appreciative and supportive of the 

work TRA did to prepare for this. 

Public Comments 

None 

Adjourn 

On a motion by Zins which was seconded by Stencel the meeting adjourned at 10:23 a.m. A roll 

call vote was taken. The motion was passed unanimously by the Committee. 

Page 3



‘This page intentionally left blank’

Page 4



Date:   November 17, 2020 

To:   TRA Audit Committee 

From:   Leslie Nagel, Internal Auditor 

Re: Audit Committee Charter 
Internal Audit Charter 

The International Standards for the Professional Practice of Internal Auditing (Standards) states: 

1000 – Purpose, Authority, and Responsibility The purpose, authority, and responsibility of the internal 
audit activity must be formally defined in an internal audit charter, consistent with the Mission of Internal 
Audit and the mandatory elements of the International Professional Practices Framework (the Core 
Principles for the Professional Practice of Internal Auditing, the Code of Ethics, the Standards, and the 
Definition of Internal Auditing). The chief audit executive must periodically review the internal audit 
charter and present it to senior management and the board for approval. 

1110 – Organizational Independence The chief audit executive must report to a level within the 
organization that allows the internal audit activity to fulfill its responsibilities. The chief audit executive 
must confirm to the board, at least annually, the organizational independence of the internal audit 
activity.  

Documents that demonstrate conformance with this standard include the internal audit charter and the 
audit committee charter. 

The charters were reviewed during the internal assessment process in 2020. No change is needed to the 
Internal Audit Charter.  The Audit Committee membership (Appendix A) was updated. 

Both charters must be approved by the TRA Audit Committee and the TRA Board of Trustees. 

EXHIBIT 4a 
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TRA Audit Committee Charter 

I. Introduction and Background

The Audit Committee plays an important role in providing oversight of the organization’s governance, risk 
management, and internal control practices.  This oversight mechanism also serves to provide confidence in 
the integrity of these practices.  The Audit Committee performs its role by providing independent oversight to 
the Board of Trustees. 

The Audit Committee Charter must be reviewed at least annually and proposed changes submitted by the chief 
audit executive.  The Audit Committee Charter must be approved annually by the TRA Audit Committee and 
TRA Board of Trustees. 

II. Purpose

The purpose of the Audit Committee is to provide a structured, systematic oversight of TRA’s governance, risk 
management, and internal control practices.  The committee assists the board and management by providing 
advice and guidance on the adequacy of TRA’s initiatives for: 

a. Values and ethics.
b. Governance structure.
c. Risk management.
d. Internal control framework.
e. Oversight of the internal audit activity.

In broad terms, the Audit Committee reviews each of the items noted above and provides the Board of 
Trustees with independent advice and guidance regarding the adequacy and effectiveness of management’s 
practices and potential improvements to those practices. 

III. Authority

The Audit Committee charter sets out the authority of the Audit Committee to carry out the responsibilities 
established for it by the Board of Trustees as articulated within the Audit Committee Charter. 

In discharging its responsibilities, the Audit Committee will have unrestricted access to members of 
management, employees, and information it considers necessary to discharge its duties.  TRA’s management 
and staff will cooperate with audit committee requests.  The Committee also will have unrestricted access to 
records, data, and reports.  If access to requested documents is denied due to legal or confidentiality reasons, 
the Audit Committee and/or Chief Audit Executive (CAE) will determine a resolution of the matter. 

The Audit Committee may engage independent counsel and/or other advisors it deems necessary to carry out 
its duties.  The Audit Committee will oversee and approve all services performed by the internal audit activity. 

EXHIBIT 4a.1 
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IV. Composition of the Audit Committee

The Audit Committee will consist of five members from the Board of Trustees: 

• President of the Board of Trustees;

• Vice-President of the Board of Trustees;

• Member recommended by the President and confirmed by the Board of Trustees;

• Representative from Minnesota Management and Budget; and

• Representative from Department of Education.

Members are appointed at the June Board of Trustee meeting and serve an annual term beginning July 1.  The 
President of the Board of Trustees will appoint both the Chair of the Audit Committee (who is an elected Board 
member) and the Vice-Chair of the Audit Committee.  

See Appendix A for current and past membership. 

The Audit Committee should have at least one member who understands financial statements and generally 
accepted accounting principles (GAAP); can assess accounting principles; has experience with preparing, 
auditing, and analyzing financial statements; and understands internal controls and audit committee functions. 

The MMB representative may be someone other than the MMB representative for the Board of Trustees.  In 
that event, the TRA Board President will make a recommendation to the Board of Trustees, who confirm the 
appointment of the non-Board member. 

See Appendix B for Audit Committee composition. 

V. Operational Principles

Audit Committee Values 
The Audit Committee will conduct itself in accordance with the code of values and ethics of TRA and the State 
of Minnesota.   

Communications 
The Audit Committee expects that all communication with TRA management and staff as well as with any 
external assurance providers will be direct, open, and complete. 

Meeting Agenda 
The CAE will establish draft agendas for audit committee meetings in consultation with TRA senior 
management and the audit committee chair.  The audit committee chair will approve all agendas in advance of 
a committee meeting. 

Meetings 
The Audit Committee will meet at least four times each year.  The meeting schedule will be set at the June 
Board of Trustees meeting. The Audit Committee will meet with the Executive Director, Deputy Executive 
Director, Chief Financial Officer, Chief Benefits and Operations Officer, Legislative/Legal Director, and Chief 
Audit Executive.   
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Executive Sessions 
The Audit Committee meetings will include the opportunity for a session with only the committee members 
and CAE present.  The CAE or the external auditor may request to meet with the Audit Committee if there are 
material weaknesses involving the office of the Executive Director or any other part of the organization or if 
the Executive Director has failed to respond to recommendations of either the CAE or external auditors. 

Information Requirements 
The Audit Committee will establish and communicate its requirements for communication which will include 
the nature, extent, and timing of information.  Information will be provided to the audit committee at least 
one week prior to each audit committee meeting.   

Conflicts of Interest 
Audit committee members should adhere to the TRA code of conduct and any values and ethics established by 
TRA.  It is the responsibility of Audit Committee members to disclose any conflict of interest or appearance of a 
conflict of interest to the committee.  If there is any question as to whether audit committee member(s) 
should recuse themselves from a vote, the committee should vote to determine whether the member should 
recuse himself or herself.   

Orientation and Training 
Audit Committee members will receive formal orientation training on the purpose and mandate of the 
committee and on TRA’s objectives.   

VI. Responsibilities

Values and Ethics  
To obtain reasonable assurance with respect to TRA’s values and ethics practices, the Audit Committee will: 

• Review and assess the policies, procedures, and practices established by the Board of Trustees to
monitor conformance with its code of conduct and ethical policies by all TRA staff.

• Review the systems and practices established by management to monitor compliance with laws,
regulations, policies, and standards of ethical conduct and identity and deal with any legal or ethical
violations.

Risk Management 
To obtain reasonable assurance with respect to TRA’s risk management practices, the Audit Committee will: 

• Consider the effectiveness of TRA’s data privacy and risk management systems, including risks of
information technology and security systems.

• Obtain from the CAE an annual report on management’s implementation and maintenance of an
appropriate enterprise wide risk management process.

• Provide oversight on significant risk exposures and control issues, including fraud risks, governance
issues, and other matters needed or requested by senior management and the Board of Trustees.

• Review the risk management processes established and maintained by management and the
procedures in place to ensure that they are operating as intended.

Fraud 
To obtain reasonable assurance with respect to TRA’s procedures for the prevention and detection of fraud, 
the Audit Committee will: 

• Oversee management’s arrangements for the prevention and deterrence of fraud.
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• Challenge management and internal and external auditors to ensure that the entity has appropriate
antifraud programs and controls in place to identify potential fraud and ensure that investigations are
undertaken if fraud is detected.

Control 
To obtain reasonable assurance with respect to the adequacy and effectiveness of TRA’s controls in responding 
to risks within TRA’s governance, operations, and information systems, the Audit Committee will: 

• Consider the effectiveness of TRA’s control framework, including information technology security and
control.

Compliance 
The Audit Committee will: 

• Review the effectiveness of the system for monitoring compliance with laws and regulations and the
results of management’s investigation and follow-up (including disciplinary action) of any instances of
noncompliance.

• Review the observations and conclusions of internal audit and external auditors.

• Review the process for communicating the code of conduct to TRA’s personnel and for monitoring
compliance.

• Obtain regular updates from management and TRA’s legal counsel regarding compliance matters.

VII. Oversight of the Internal Audit Activity

To obtain reasonable assurance with respect to work of the internal audit activity, the Audit Committee will 
provide oversight related to: 

Internal Audit Charter and Resources 
• Review and approve the internal audit charter at least annually to ensure that it accurately reflects the

internal audit activity’s purpose, authority, independence and objectivity, scope of activities,
responsibilities, and quality assurance program.

Chief Audit Executive Performance 
• Advise the Board of Trustees regarding the qualifications and recruitment, hiring, and removal of the

CAE.

• Provide input to management related to evaluating the performance of the CAE.

Internal Audit Strategy and Plan 
• Review and provide input on the internal audit activity’s strategic plan, objectives, performance

measures, and outcomes.

• Review and approve proposed risk-based internal audit plan and review internal audit resources
necessary to achieve the plan.

• Review the internal audit activity’s performance relative to its audit plan.

Internal Audit Engagement and Follow Up 
• Review internal audit reports and other communications to management.

• Review and track management’s progress to address the results of internal audit engagements.

• Inquire of the CAE whether any evidence of fraud has been identified during internal audit
engagements and evaluate what additional actions, if any, should be taken.
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Standards Conformance 
• Inquire of the CAE about steps taken to ensure that the internal audit activity conforms with the IIA’s

International Standards for the Professional Practice of Internal Auditing (Standards).

• Ensure that the internal audit activity has a quality assurance and improvement program and that the
results of these periodic assessments are presented to the audit committee.

• Ensure that the internal audit activity has an external quality assurance review every three years.

• Review the results of the independent external quality assurance review and monitor the
implementation of the internal audit activity’s action plans to address any recommendations.

• Advise the Board of Trustees about any recommendations for the continuous improvement of the
internal audit activity.

Other Responsibilities 
In addition, the Audit Committee will: 

• Perform other activities related to the charter as requested by the Board of Trustees.

• Regularly evaluate its performance and that of its individual members.

Reporting on Audit Committee Performance 
The Audit Committee will report to the Board of Trustees annually, summarizing the committee’s activities and 
recommendations.  The report may be delivered during an Audit Committee meeting attended by the Board or 
during a regularly scheduled meeting of the Board. 

The report should include: 

• A summary of the work the audit committee performed to fully discharge its responsibility during the
preceding year.

• A summary of management’s progress in addressing the results of internal and external audit
engagement reports.

• An overall assessment of management’s risk, control, and compliance processes, including details of
any significant emerging risks or legislative changes impacting the governing organization.

• Provide information required, if any, by new or emerging governance developments.

• The committee may report to the governing body at any time regarding any other matter it deems of
sufficient importance.
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Appendix A – Audit Committee Composition 

Effective July 1, 2020 

• Chair – Joel Stencel, (appointed member, Minnesota School Boards Association Representative)

• Vice Chair – Denise Anderson (Commissioner of Education member)

• Member – Luke Olson (Vice-President of the Board of Trustees)

• Member – Amy Jorgenson (Commissioner of Minnesota Management and Budget member)
(appointed by TRA Board of Trustees as MMB representative).  Effective November 2018.

• Member – Martha Lee Zins (President of the Board of Trustees)

Effective July 1, 2019 

• Chair – Marshall Thompson (Vice-President of the Board of Trustees)

• Vice Chair – Denise Anderson (Commissioner of Education member)

• Member – Joel Stencel (appointed member, Minnesota School Boards Association Representative)

• Member – Amy Jorgenson (Commissioner of Minnesota Management and Budget member)
(appointed by TRA Board of Trustees as MMB representative).  Effective November 2018.

• Member – Martha Lee Zins (President of the Board of Trustees)

Effective July 1, 2017 

• Chair – Marshall Thompson (appointed member of the Board of Trustees)

• Vice Chair – Mary Broderick (Vice-President of the Board of Trustees)

• Member – Denise Anderson (Commissioner of Education member)

• Member – Angelina Barnes (Commissioner of Minnesota Management and Budget member)
(appointed by TRA Board of Trustees as MMB representative).  Through August 2018.

• Member – Martha Lee Zins (President of the Board of Trustees)

July 1, 2016 – June 30, 2017 

• Chair – Marshall Thompson (appointed member of the Board of Trustees)

• Vice Chair – Mary Broderick (Vice-President of the Board of Trustees)

• Member – Denise Anderson (Commissioner of Education member)

• Member – Jeanine Kuwik (Commissioner of Minnesota Management and Budget member) (appointed
by TRA Board of Trustees as MMB representative)

• Member – Martha Lee Zins (President of the Board of Trustees)

July 1, 2015 – June 30, 2016 

• Chair – Mary Supple (appointed member of the Board of Trustees)

• Vice Chair – Jeanine Kuwik (Commissioner of Minnesota Management and Budget member)
(appointed by TRA Board of Trustees as MMB representative)

• Member – Denise Anderson (Commissioner of Education member)

• Member - Mary Broderick (Vice-President of the Board of Trustees)

• Member – Marti Zins (President of the Board of Trustees)

July 1, 2011 – June 30, 2015 

• Chair – Mary Supple (appointed member of the Board of Trustees)

• Vice Chair – Jeanine Kuwik (Commissioner of Minnesota Management and Budget member)
(appointed by TRA Board of Trustees as MMB representative)

• Member – Rose Hermodson (Commissioner of Education member)

• Member - Mary Broderick (Vice-President of the Board of Trustees)
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• Member – Marti Zins (President of the Board of Trustees)

July 1, 2009 – June 30, 2011 

• Chair - Richard Gendreau (appointed member of the Board of Trustees)

• Vice Chair – Brian Steeves (Commissioner of Minnesota Management and Budget member)

• Member - Leslie Hinz (Commissioner of Education member)

• Member - Mary Broderick (Vice-President of the Board of Trustees)

• Member – Marti Zins (President of the Board of Trustees)
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Appendix B – Charter Version History 

Changes / Action
Audit 

Committee 
Approval 

Board of 
Trustees 
Approval 

Combined charter separated into Audit Committee and Internal Audit charters. 11/13/2018 11/14/2018 

Updated Audit Committee membership 11/19/2019 11/20/2019 

Updated Audit Committee membership 11/17/2020 11/18/2020 

Note:  Changes and Actions to the prior combined TRA Internal Audit Charter can be found in Appendix B of 
the version approved November 14, 2017 by the Audit Committee and December 13, 2017 by the Board of 
Trustees. 
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TRA Internal Audit Charter 

I. Purpose and Mission

The purpose of this charter is to provide a framework of governance for TRA’s internal audit activity to fulfill its 
mission and responsibilities.  The purpose of TRA’s internal audit activity is to provide independent, objective 
assurance and consulting services designed to add value and improve TRA’s operations. The mission of internal 
audit is to enhance and protect organizational value by providing risk-based and objective assurance, advice, 
and insight. The internal audit activity helps TRA accomplish its objectives by bringing a systematic and 
disciplined approach to evaluate and improve the effectiveness of risk management, internal control, and 
various governance processes.  

II. Standards for the Professional Practice of Internal Auditing

The internal audit activity will govern itself by adherence to the mandatory elements of The Institute of 
Internal Auditors' International Professional Practices Framework, including the Core Principles for the 
Professional Practice of Internal Auditing, the Code of Ethics, and the International Standards for the 
Professional Practice of Internal Auditing, and the Definition of Internal Auditing.  

The internal audit activity will also follow the Generally Accepted Government Auditing Standards (GAGAS) 
from the United States Government Accountability Office (GAO) and the Statements on Auditing Standards 
and Code of Ethics issued by the American Institute of Certified Public Accountants (AICPA), as applicable. 

The chief audit executive will report periodically to the Executive Team, the Audit Committee, and the Board of 
Trustees regarding the internal audit activity conformance to items above. 

III. Authority

The Audit Committee and the Board of Trustees authorize the internal audit activity to: 
• Have full, free, and unrestricted access to all functions, records, property, and personnel pertinent to

carrying out any engagement, subject to accountability for confidentiality and safeguarding of records
and information.

• Allocate resources, set frequencies, select subjects, determine scopes of work, apply techniques
required to accomplish audit objectives, and issue reports.

• Obtain assistance from the necessary personnel of TRA, as well as other specialized services from
within or outside TRA, in order to complete the engagement.

The chief audit executive will have unrestricted access to, and communicate and interact directly with, the 
Audit Committee and the Board of Trustees, including in private meetings without management present.  

The chief audit executive will report functionally to the Audit Committee and Board of Trustees and 
administratively (i.e., day-to-day operations) to the Executive Director.  

EXHIBIT 4a.2 
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IV. Independence and Objectivity

To provide for the maximum level of independence of the internal audit activity, the chief audit executive will 
report functionally to the TRA Audit Committee and administratively to the TRA Executive Director.  The chief 
audit executive shall freely discuss audit policies, audit findings and recommendations, audit follow-up, 
guidance issues, and other matters with staff as necessary. 

The chief audit executive will ensure that the internal audit activity remains free from all conditions that 
threaten the ability of internal auditors to carry out their responsibilities in an unbiased manner, including 
matters of audit selection, scope, procedures, frequency, timing, and report content. If the chief audit 
executive determines that independence or objectivity may be impaired in fact or appearance, the details of 
impairment will be disclosed to appropriate parties.  

Internal auditors will maintain an unbiased mental attitude that allows them to perform engagements 
objectively and in such a manner that they believe in their work product, that no quality compromises are 
made, and that they do not subordinate their judgment on audit matters to others.  

Internal auditors will have no direct operational responsibility or authority over any of the activities audited. 
Accordingly, internal auditors will not implement internal controls, develop procedures, install systems, 
prepare records, or engage in any other activity that may impair their judgment, including:  

• Assessing specific operations for which they had responsibility within the previous year.
• Performing any operational duties for TRA.
• Initiating or approving transactions external to the internal audit activity
• Directing the activities of any TRA employee not employed by the internal audit activity, except to the

extent that such employees have been appropriately assigned to auditing teams or to otherwise assist
internal auditors.

Where the chief audit executive has or is expected to have roles and/or responsibilities that fall outside of 
internal auditing, safeguards will be established to limit impairments to independence or objectivity.  

Internal auditors will: 
• Disclose any impairment of independence or objectivity, in fact or appearance, to appropriate parties.
• Exhibit professional objectivity in gathering, evaluating, and communicating information about the

activity or process being examined.
• Make balanced assessments of all available and relevant facts and circumstances.
• Take necessary precautions to avoid being unduly influenced by their own interests or by others in

forming judgments.

The chief audit executive will confirm to the Audit Committee and the Board of Trustees at least annually, the 
organizational independence of the internal audit activity.  

The chief audit executive will disclose to the Audit Committee and the Board of Trustees any interference and 
related implications in determining the scope of internal auditing, performing work, and/or communicating 
results.  
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V. Scope of Internal Audit Activities

The scope of internal audit activities encompasses, but is not limited to, objective examinations of evidence for 
the purpose of providing independent assessments to the Audit Committee and the Board of Trustees, 
management, and outside parties on the adequacy and effectiveness of governance, risk management, and 
control processes for TRA. Internal audit assessments include evaluating whether:  

• Risks relating to the achievement of TRA’s strategic objectives are appropriately identified and
managed.

• The actions of TRA’s executives, trustees, staff, and contractors are in compliance with TRA’s policies,
procedures, and applicable laws, regulations, and governance standards.

• The results of operations or programs are consistent with established goals and objectives.
• Operations or programs are being carried out effectively and efficiently.
• Established processes and systems enable compliance with the policies, procedures, laws, and

regulations that could significantly impact TRA.
• Information and the means used to identify, measure, analyze, classify, and report such information

are reliable and have integrity.
• Resources and assets are acquired economically, used efficiently, and protected adequately.

The chief audit executive will report periodically to the Executive Team, the Audit Committee and the Board of 
Trustees regarding:  

• The internal audit activity’s purpose, authority, and responsibility.
• The internal audit activity’s plan and performance relative to its plan.
• The internal audit activity’s conformance with The IIA’s Code of Ethics and Standards, and action plans

to address any significant conformance issues.
• Significant risk exposures and control issues, including fraud risks, governance issues, and other

matters requiring the attention of, or requested by, the Audit Committee and the Board of Trustees.
• Results of audit engagements or other activities.
• Resource requirements.
• Any response to risk by management that may be unacceptable to TRA.

The chief audit executive also coordinates activities, where possible, and considers relying upon the work of 
other internal and external assurance and consulting service providers as needed. The internal audit activity 
may perform advisory (such as employer payroll audits) and related consulting services, the nature and scope 
of which will be agreed with the employer organization, provided the internal audit activity does not assume 
any management responsibility.   

Opportunities for improving the efficiency of governance, risk management, and control processes may be 
identified during engagements. These opportunities will be communicated to the appropriate level of 
management.  

VI. Responsibility

The chief audit executive has the responsibility to: 
• Perform a periodic, comprehensive evaluation of risk management and internal controls and assist the

Executive Team and Management Team in their assessment of internal controls.
• Submit, at least annually, a risk-based internal audit plan to the Executive and Management Teams for

review and the Audit Committee and Board of Trustees for approval.
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• Communicate to the Executive Team, the Audit Committee, and the Board of Trustees the impact of
resource limitations on the annual internal audit plan and any significant interim changes to the
internal audit plan.

• Review and adjust the internal audit plan, as necessary, in response to changes in TRA’s business, risks,
operations, programs, systems, and controls.

• Ensure each engagement of the internal audit plan is executed, including the establishment of
objectives and scope, the assignment of appropriate and adequately supervised resources, the
documentation of work programs and testing results, and the communication of engagement results
with applicable conclusions and recommendations to appropriate parties.

• Follow up on engagement findings and corrective actions, and report periodically to the Executive
Team, the Audit Committee, and the Board of Trustees any corrective actions not effectively
implemented.

• Ensure the principles of integrity, objectivity, confidentiality, and competency are applied and upheld.
• Ensure the internal audit activity collectively possesses or obtains the knowledge, skills, and other

competencies needed to meet the requirements of the internal audit charter.
• Ensure trends and emerging issues that could impact TRA are considered and communicated to the

Executive Team, the Audit Committee, and the Board of Trustees as appropriate.
• Ensure emerging trends and successful practices in internal auditing are considered.
• Establish and ensure adherence to policies and procedures designed to guide the internal audit

activity.
• Ensure adherence to TRA’s relevant policies and procedures, unless such policies and procedures

conflict with the internal audit charter. Any such conflicts will be resolved or otherwise communicated
to the Executive Team, the Audit Committee, and the Board of Trustees.

• Consult, as requested, on potential policy and procedure changes.
• Ensure conformance of the internal audit activity with the Standards, with the following qualifications:

o If the internal audit activity is prohibited by law or regulation from conformance with certain
parts of the Standards, the chief audit executive will ensure appropriate disclosures and will
ensure conformance with all other parts of the Standards.

o If the Standards are used in conjunction with requirements issued by other authoritative
bodies, the chief audit executive will ensure that the internal audit activity conforms to the
Standards, even if the internal audit activity also conforms to the more restrictive
requirements of other authoritative bodies.

VII. Quality Assurance and Improvement Program

The internal audit activity will maintain a quality assurance and improvement program that covers all aspects 
of the internal audit activity. The program will include an evaluation of the internal audit activity’s 
conformance with the Standards and an evaluation of whether internal auditors apply The IIA’s Code of Ethics. 
The program will also assess the efficiency and effectiveness of the internal audit activity and identify 
opportunities for improvement.  

The chief audit executive will communicate to the Executive Team, Audit Committee, and Board of Trustees on 
the internal audit activity’s quality assurance and improvement program, including results of internal 
assessments (both ongoing and periodic) and external assessments conducted at least once every three years 
by a qualified, independent assessor or assessment team from outside TRA.  
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Appendix A – Charter Version History 

Changes / Action
Audit 

Committee 
Approval 

Board of 
Trustees 
Approval 

Combined charter separated into Audit Committee and Internal Audit charters. 11/13/2018 11/14/2018 

Expanded scope of work to include employer payroll audits and consulting 
services. 

11/19/2019 11/20/2019 

Annual Review – no changes 11/17/2020 11/18/2020 

Note:  Changes and Actions to the prior combined TRA Internal Audit Charter can be found in Appendix B of 
the version approved November 14, 2017 by the Audit Committee and December 13, 2017 by the Board of 
Trustees. 
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EXHIBIT 4b 
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TRA Internal Audit 
Annual Report 

Fiscal Year 2021

Status as of October 31, 2020 

Audit Committee Meeting 
November 17, 2020
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Teachers Retirement Association 
Internal Audit Annual Report for Fiscal Year 2021 

Page 2 of 13 

Fiscal Year 2021 Audit Plan Status as of October 31, 2020 

Title Type Status 

FY2021 Risk Assessment / FY2022 Annual Audit Plan Project Not yet started 

FY2020 CAFR / Actuarial Report / GASB67 Report Review Project Not yet started 

FY2020 GASB68 Employer Allocation Review Project In Progress 

ERM Implementation (Risk assessment w/ Workiva) Project In Progress 

Audit Management Implementation (w/ Workiva) Project In Progress 

General Ledger Review / Implementation Project Not yet started 

Administrative Expenses (FY2020) Audit In Progress 

Annual Base Salary Reporting (FY2021) Audit Issued September 2, 2020 

Cash Receipts (FY2020) Audit Issue October 23, 2020 

Expense Reimbursements (FY2020) Audit In Progress 

Investment Certification Process (FY2020) Audit Not yet started 

Member Benefit Calculations (Minnesota State purchase of service) Audit Not yet started 

Member Benefit Payments (July 2020) Audit Not yet started 

Member Benefit Payments (January 2021) Audit Not yet started 

Member Refunds (January – June 2021) Audit Not yet started 

Member Refunds (July – December 2020) Audit Not yet started 

Shared Expense Allocation (FY2020) Audit Not yet started 

Employer Payroll Audit (FY2020) 
Employer 

Payroll Audit 

Not yet started – 56 
In Progress – 4 
Completed – 8 

Employer Payroll Audit (FY2019) 
Employer 

Payroll Audit 
Completed - 1 
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Modifications to FY2021 Audit Plan 

Action Title Type Status 

Page 24



Teachers Retirement Association 
Internal Audit Annual Report for Fiscal Year 2021 

Page 4 of 13 

Fiscal Year 2021 Audits 
Severity and Corrective Action Plan Status 

As of October 31, 2020 

Title Report Date AC Meeting 
Severity CAP Status 

Total FC PC NC Total 

Annual Base Salary FY2021 9/2/2020 11/17/2020 1 1 1 1 

Cash Receipts FY2020 10/23/2020 11/17/2020 0 

Severity Legend: 
Significant to TRA Impacts TRA as an entity. 

Significant to Business Objectives Impacts the specific business objective. 

Other Reportable Result Opportunity to improve business processes. 

Corrective Action Plan (CAP) Status Legend: 
FC Fully corrected 

PC Partially corrected 

NC Not yet corrected 
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Fiscal Year 2021 Audits 
Corrective Action Plan Status Update 

as of October 31, 2020 

Audit Title Report Date Result Description Responsible Individual Date Due Corrected 
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Fiscal Year 2019 Employer Payroll Audits Issued in Fiscal Year 2021 

Org No Org Name # Count Issued Results 

00273 Edina 946 October 21, 2020 

Eligible employees not reported; 
ineligible employees reported; 
ineligible salary reported; eligible 
salary not reported 

Recap of Fiscal Year 2019 Employer Payroll Audits – FINAL 

FY Issued Org Type Orgs 
Member Count 

Actual 
Member Count 

Goal 
% Goal 

2020 K-12 35 10,237 

2021 K-12 1 946 

2020 Charter 7 287 

Total 43 11,470 8,469 135.4% 

FY2019 Active Members (Per CAFR) 82,965 

% Coverage 13.83% 

Member Count Goal:  Average of actual member counts from payroll audits conducted FY2013-FY2019.
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Fiscal Year 2019 Employer Payroll Audits Results 
Eligible Position and Salary Not Reported  

Org Name / No Detail of Result Corrective Action / Status 

Edina 00273 
Substitute Teacher (1); Childcare Teachers (6); Early Learning 
Classroom Teacher (1); Media Specialist (1); Math Teacher (1) 

To be billed 

Eligible Salary Not Reported 
Org Name / No Detail of Result Corrective Action / Status 

Edina 00273 Teacher-ECFE (two paydates not reported) To be billed 

Ineligible Position and Salary Reported 
Org Name / No Detail Corrective Action / Status 

Edina 00273 HR Director (1); Early childhood screeners (3) To be determined 

Ineligible Salary Reported 
Org Name / No Detail Corrective Action / Status 

Edina 00273 
Nonlicensed only (3); Post-retirement deductions and contributions 
remitted 

To be refunded 
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Fiscal Year 2020 Employer Payroll Audits Issued in FY2021 

Org No Org Name # Count Issued Results 

04095 Trio Wolf Creek Distance Learning 14 August 13, 2020 No results. 

00858 St. Charles 114 August 31, 2020 Ineligible salary reported 

00640 Wabasso 46 September 10, 2020 
Eligible employee not reported; Ineligible 
salary reported 

02167 Lakeview 76 September 18, 2020 
Eligible employee not reported; eligible 
salary not reported, Ineligible salary 
reported 

00832 Mahtomedi 258 September 18, 2020 
Eligible salary not reported; ineligible salary 
reported. 

04026 ECHO Charter School 17 September 24, 2020 
Eligible employee not reported; Ineligible 
salary reported; eligible salary not reported 

00280 Richfield 525 October 21, 2020 
Eligible employees not reported; ineligible 
employee reported; ineligible salary 
reported; eligible salary not reported. 

00378 Dawson 67 October 27, 2020 
Eligible salary not reported; ineligible salary 
reported. 
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Recap of Fiscal Year 2020 Employer Payroll Audits 

FY Issued 
Org Type Orgs 

Member Count 
Actual 

Member Count 
Goal 

% Goal 

2021 K-12 6 1,086 

2021 Charter 2 31 

Total 8 1,117 8,459 13.2% 

FY2020 Active Members (per CAFR) 83,149 

% Coverage 1.34% 

Member Count Goal:  Average of actual member counts from employer payroll audits conducted FY2013 – FY2020. 
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Fiscal Year 2020 Employer Payroll Audits Results 
Eligible Position and Salary Not Reported 

Org Name / No Detail Corrective Action / Status 

Wabasso 00640 Registered Nurse not reported Report to TRA as of FY2021 

Lakeview 02167 Registered Nurse not reported No correction; employee terminated. 

ECHO Charter School 04026 Administrator not reported Report to TRA as of FY2021 

Richfield 00280 
Registered Nurse, Substitute Teacher, Director of Community 
Education 

Report to TRA as of FY2021 

Eligible Salary Not Reported 
Org Name / No Detail Corrective Action / Status 

Lakeview 02167 Substitute teaching (3) To be billed 

Mahtomedi 00832 Teaching salary (1) To be billed 

ECHO Charter School 04026 Teaching salary (1) To be billed 

Richfield 00280 Annuitant/teaching (1) No billing 

Dawson 00378 Teaching salary (2) To be billed 

Ineligible Position and Salary Reported 
Org Name / No Detail Corrective Action / Status 

Richfield 00280 Director of Technology Report to PERA as of FY2021 
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Ineligible Salary Reported 
Org Name / No Detail Corrective Action / Status 

St. Charles 00858 Administrator nonlicensed salary reported (2) To be refunded 

Wabasso 00640 Administrator nonlicensed salary reported (1) To be refunded 

Lakeview 02167 Administrator nonlicensed salary reported (2) To be refunded 

Mahtomedi 00832 
Lump-sum payment of unused vacation and sick time (100); 
Nonlicensed only salary 

To be refunded 

ECHO Charter School 04026 Bonus and expense reimbursements reported (12) To be refunded 

Richfield 00280 Nonlicensed only salary To be refunded 

Dawson 00378 Administrator nonlicensed salary reported (3) To be refunded 

 
Inaccurate Salary Reported 

Org Name / No Detail Corrective Action / Status 

   

   

   

 
Inaccurate Member Deductions and/or Employer Contributions 

Org Name / No Detail Corrective Action / Status 
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FY2021 Department Productivity 
As of October 31, 2020 

Employee Category Goal Actual Diff 

Leslie Nagel Audit Department Management (Audits / Employer Payroll Audits) 40.00% 41.92% 1.92% 

Audit Department Supervision 20.00% 4.11% -15.89%

Risk Assessment and Audit Plan 15.00% 5.04% -9.96%

Audit Department Administration / Training 10.00% 37.26% 27.26%

Consulting 10.00% 11.67% 1.67% 

Miscellaneous 5.00% 0.00% -5.00%

Total 100.00% 100.00% 0.00% 

Ruth Krupa Audit 40.00% 68.90% 28.90% 

Employer Payroll Audits 35.00% .30% -34.70%

Risk Assessment / Audit Plan 10.00% 0.00% -10.00%

Consulting (processes / meetings) 5.00% 6.02% 1.02%

Fraud 5.00% 6.27% 1.27% 

Training 5.00% 14.21% 9.21% 

General Administration 0.00% 4.30% 4.30% 

Total 100.00% 100.00% 0.00% 

 Goal hours are from individual position descriptions. 
Actual hours are from audit department time tracking spreadsheets (not payroll timesheets). 
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Quality Assurance Improvement Program (Peer Review) 

Internal Audit complies with the Institute of Internal Auditors (IIA) International Standards for the Professional Practice of Internal Auditing 
(Standards).  The IIA requires each internal audit function that intends to comply with their standards to establish a program of quality assurance.  
A quality assurance program requires that the IA function undergo a quality assurance review at least once every five years.  The Internal Audit 
Charter requires a quality assurance review at least once every three years. 

A Self-Assessment with Independent External Validation (quality assurance review) was completed in June 2019 by an internal auditor of a state 
agency.  The conclusion of the assessment is that TRA’s Internal Audit Activity conforms to the Standards. Results of all quality assessments are 
shared with the Audit Committee and the full Board of Trustees.  

An internal quality assessment was completed in October 2020.  The next assessment will be an internal assessment and will be performed in 
2021.  

Page 34



‘This page intentionally left blank’

Page 35



1 

Internal Assessment 
Teachers Retirement Association 

Internal Audit Activity 
October 2020 

Contents Page 

Executive Summary 1 

Opinion as to Conformance with the Standards and the Code of Ethics 2 

Objectives, Scope, and Methodology 3 

Summary of Observations 4 

Evaluation Summary and Ratings Definition 5-8

Executive Summary 
The International Standards for the Professional Practice of Internal Auditing requires that a 
quality assurance and improvement program include both internal and external assessments. 
Internal assessments include periodic assessments to evaluate conformance with the Code of 
Ethics and the Standards. 
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Opinion as to Conformance with the Standards and the Code of 
Ethics 

It is our overall opinion that IA generally conforms with the Standards and the Code of Ethics. 
A detailed list of conformance with individual standards and the Code of Ethics is shown in 
attachment A. 

The IIA’s Quality Assessment Manual for the Internal Audit Activity suggests a scale of three 
rankings when opining on the internal audit activity: “Generally Conforms,” “Partially Con-
forms,” and “Does Not Conform.”  

• The ranking of “Generally Conforms” means that an internal audit activity has a charter,
policies, and processes that are judged to be in conformance with the Standards and the
Code of Ethics.

• “Partially Conforms” means that deficiencies in practice are noted that are judged to
deviate from the Standards and the Code of Ethics; however, these deficiencies did not
preclude the internal audit activity from performing its responsibilities in an acceptable
manner.

• “Does Not Conform” means that deficiencies in practice are judged to deviate from the
Standards and the Code of Ethics, and are significant enough to seriously impair or pre-
clude the internal audit activity from performing adequately in all or in significant areas
of its responsibilities.

Internal Audit Director 
October 2020 
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Objectives, Scope, and Methodology 
Objectives 

• The principle objective of the QA was to assess IA’s conformance with the Stand-
ards and the Code of Ethics.

• IA also evaluated its effectiveness in carrying out its mission (as set forth in the
internal audit charter and expressed in the expectations of TRA’s management);
identified successful internal audit practices demonstrated by IA; and identified
opportunities for continuous improvement to enhance the efficiency and effec-
tiveness of the infrastructure, processes, and the value to their stakeholders.

Scope 
• The scope of the QA included IA, as set forth in the internal audit charter and

approved by the board, which defines the purpose, authority, and responsibility
of IA.

• The QA was concluded in  August 2020, and provides senior management and the
board with information about IA as of that date.

• The Standards and the Code of Ethics in place and effective as of August 2020
were the basis for the QA.

Methodology 
• IA compiled and prepared information consistent with the methodology estab-

lished in the Quality Assessment Manual for the Internal Audit Activity. This infor-
mation included completed and detailed planning guides, together with all sup-
porting documentation; an evaluation summary, documenting all conclusions
and observations; and the self-assessment report by the IA.

• IA identified key stakeholders (IA staff and senior management) and sent surveys
to each individual identified. Survey results were reviewed by IA during their in-
ternal assessment process.

Page 38



4 

Summary of Observations 
IA believes its operations are is well structured and progressive, where the Standards are un-
derstood, the Code of Ethics is being applied, and management endeavors to provide useful 
audit tools and implement appropriate practices. Consequently, our comments and recom-
mendations are intended to build on this foundation.  Observations are divided into three cat-
egories: 

• Successful Internal Audit Practices – Areas where IA is operating in a particularly
effective or efficient manner when compared to the practice of internal auditing
demonstrated in other internal audit activities. The identification of these items
is intended to provide IA stakeholders with a view on things IA is doing in a leading
practice manner when compared to other internal audit activities. Successful in-
ternal audit practices identified below:
o Standard 1000 – Purpose, Authority, and Responsibility.  The internal audit

charter and audit committee charter are reviewed annually and updated, if
necessary.  They are approved by the audit committee and Board of Trustees.

o Standard 1210 – Proficiency and Standard 1230 – Continuing Professional De-
velopment.  Certifications, memberships in professional organizations, and
training are supported and encouraged.

• Gaps to Conformance – Areas identified where IA is operating in a manner that
falls short of achieving one or more major objectives, and attains an opinion of
“partially conforms” or “does not conform” with the Standards or the Code of
Ethics. These items will include recommendations for actions needed to be “gen-
erally in conformance,” and will include an IA response and an action plan to ad-
dress the gap. There were no gaps to conformance identified.

• Opportunities for Continuous Improvement – Observations of opportunities to
enhance the efficiency or effectiveness of IA’s infrastructure of processes. These
items do not indicate a lack of conformance with the Standards or the Code of
Ethics, but rather offer suggestions on how to better align with criteria defined in
the Standards or Code of Ethics. They may also be operational ideas based on the
experiences obtained while working with other internal audit activities. A man-
agement response and an action plan to address each opportunity noted are nor-
mally included.
o Standard 2000 – Managing the Internal Audit Activity.  The operational risk 
assessment process has changed with the implementation of a software solu-
tion.  IA will develop process and training documents to ensure Internal Audit 
and TRA Management realize the full benefits of the solution. 
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Evaluation Summary and Rating Definitions 
GC PC DNC 

Overall Evaluation X 

Attribute Standards (1000 through 1300) GC PC DNC 

1000 Purpose, Authority, and Responsibility X 

1010 Recognizing Mandatory Guidance in the Internal Audit Charter X 

1100 Independence and Objectivity X 

1110 Organizational Independence X 

1111 Direct Interaction with the Board X 

1112 Chief Audit Executive Roles Beyond Internal Auditing X 

1120 Individual Objectivity X 

1130 Impairment to Independence or Objectivity X 

1200 Proficiency and Due Professional Care X 

1210 Proficiency X 

1220 Due Professional Care X 

1230 Continuing Professional Development X 

1300 Quality Assurance and Improvement Program X 

1310 Requirements of the Quality Assurance and Improvement Program X 

1311 Internal Assessments X 

1312 External Assessments X 

1320 Reporting on the Quality Assurance and Improvement Program X 

1321 Use of “Conforms with the International Standards for the Profes-
sional Practice of Internal Auditing” 

X 

1322 Disclosure of Nonconformance X 
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Performance Standards (2000 through 2600) GC PC DNC 

2000 Managing the Internal Audit Activity X 

2010 Planning X 

2020 Communication and Approval X 

2030 Resource Management X 

2040 Policies and Procedures X 

2050 Coordination and Reliance X 

2060 Reporting to Senior Management and the Board X 

2070 External Service Provider and Organizational Responsibility for In-
ternal Auditing 

X 

2100 Nature of Work X 

2110 Governance X 

2120 Risk Management X 

2130 Control X 

2200 Engagement Planning X 

2201 Planning Considerations X 

2210 Engagement Objectives X 

2220 Engagement Scope X 

2230 Engagement Resource Allocation X 

2240 Engagement Work Program X 
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Performance Standards (2000 through 2600) (Continued) GC PC DNC 

2300 Performing the Engagement X 

2310 Identifying Information X 

2320 Analysis and Evaluation X 

2330 Documenting Information X 

2340 Engagement Supervision X 

2400 Communicating Results X 

2410 Criteria for Communicating X 

2420 Quality of Communications X 

2421 Errors and Omissions X 

2430 Use of “Conducted in Conformance with the International Stand-
ards for the Professional Practice of Internal Auditing” 

X 

2431 Engagement Disclosure of Nonconformance X 

2440 Disseminating Results X 

2450 Overall Opinions X 

2500 Monitoring Progress X 

2600 Communicating the Acceptance of Risks X 

Code of Ethics GC PC DNC 

Code of Ethics X 
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Rating Definitions 
GC – “Generally Conforms” means that the assessor or the assessment team has concluded 
that the relevant structures, policies, and procedures of the activity, as well as the processes 
by which they are applied, comply with the requirements of the individual standard or elements 
of the Code of Ethics in all material respects. For the sections and major categories, this means 
that there is general conformity to a majority of the individual standard or element of the Code 
of Ethics and at least partial conformity to the others within the section/category. There may 
be significant opportunities for improvement, but these should not represent situations where 
the activity has not implemented the Standards or the Code of Ethics and has not applied them 
effectively or has not achieved their stated objectives. As indicated above, general conform-
ance does not require complete or perfect conformance, the ideal situation, or successful prac-
tice, etc. 

PC – “Partially Conforms” means that the assessor or assessment team has concluded that the 
activity is making good-faith efforts to comply with the requirements of the individual standard 
or elements of the Code of Ethics, or a section or major category, but falls short of achieving 
some major objectives. These will usually represent significant opportunities for improvement 
in effectively applying the Standards or the Code of Ethics and/or achieving their objectives. 
Some deficiencies may be beyond the control of the internal audit activity and may result in 
recommendations to senior management or the board of the organization.  

DNC – “Does Not Conform” means that the assessor or assessment team has concluded that 
the internal audit activity is not aware of, is not making good-faith efforts to comply with, or is 
failing to achieve many or all of the objectives of the individual standard or element of the Code 
of Ethics, or a section or major category. These deficiencies will usually have a significantly neg-
ative impact on the internal audit activity’s effectiveness and its potential to add value to the 
organization. These may also represent significant opportunities for improvement, including 
actions by senior management or the board.  
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September 2, 2020 

TRA Board of Trustees and Audit Committee Members 
TRA Management 

EXECUTIVE SUMMARY 

We have completed the audit of Annual Base Salary FY2021.   

The primary business objectives of the Annual Base Salary audit are as follows: 

• Annual Base Salary amounts were timely requested and received;

• Annual Base Salary amounts were accurately uploaded into .NET for FY2021 service credit
calculations;

• Employers who did not provide timely or accurate Annual Base Salary information were contacted
to provide the required information; and

• Appropriate late submission delinquencies were assessed, billed, and collected.

The audit was performed in accordance with generally accepted government auditing standards 
contained in the Government Auditing Standards issued by the Comptroller General of the United States 
and the International Standards for the Professional Practice of Internal Auditing issued by the Institute of 
Internal Auditors.  These standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives. 

Based on the audit results, management controls are operating effectively to achieve business objectives 
listed above.  We identified one issue. 

The background of the business process follows, along with the audit objectives, scope, methodology and 
summary of results.  The results of procedures performed are presented in more detail in the Results and 
Recommendations section.   

We appreciate the assistance provided by TRA Management and Staff during this audit.  Please feel free 
to contact me at 651-284-3642 or lnagel@minnesotatra.org if you have any questions or concerns. 

Leslie Nagel, CPA, CEBS, CIA 
Chief Audit Executive 

TEACHERS  RETIREMENT ASSOCIATION

651.296.2409   800.657.3669   fax 651.297.5999

info@MinnesotaTRA.org

EXHIBIT 4d.1 
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BACKGROUND 

TRA calculates service credit as a function of salary.  Each employer provides their lowest annual starting 
salary or their lowest base salary for a full-time teacher with a Bachelor of Arts degree.  Actual salary 
earned by members is compared to this lowest base salary to determine service credit.   

Service credit calculated for the current fiscal year is based on the prior fiscal year’s settled bargaining 
unit contract or signed employment agreement.  Service credit calculated for FY2021 (service earned from 
July 1, 2020 through June 30, 2021) uses the annual base salary for FY2020.  If a contract is not settled by 
June 30 of a fiscal year, the previous settled contract base salary is used. 

BUSINESS OBJECTIVES, RISKS AND CONTROLS 

Below are the major business objectives, risks to achieving those objectives, controls management has 
established to mitigate these risks, and the controls that were tested. 

Business Objectives Business Risks Management Controls Controls Tested 

The Annual Base 
Salary process is 
timely, accurate, and 
complete. 

Annual Base Salary data 
received from employers 
is inaccurate and not 
detected upon review. 

Annual Base Salary 
submissions are verified by 
Data Integrity Staff. 

Annual Base Salary 
submissions were verified 
by Data Integrity Staff. 

Employers do not submit 
required Annual Base 
Salary data which is not 
detected. 

Annual Base Salary workflows 
remain open for monitoring 
until completed by the 
employer. 

Annual Base Salary 
workflows were properly 
completed by the 
employer.  Data Integrity 
staff monitored open 
workflows until 
completion. 

Employers submit 
Annual Base Salary data 
late and delinquencies 
are not generated. 

Employers who submit late 
Annual Base Salary data are 
assessed a delinquency per 
statute. 

Delinquencies for late 
Annual Base Salary 
submissions were 
properly assessed. 
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AUDIT OBJECTIVE, SCOPE AND METHODOLOGY 

The objectives of this audit are to determine if annual base salary information was obtained timely and 
input accurately into .NET, TRA’s business system.  All TRA employers were required to provide this 
information to TRA by June 30, 2020. 

The scope of the audit covered the annual base salaries in effect at employers for FY2020; these salaries 
are used to calculate service credit for FY2021 earned salary.  From a population of 543 employers who 
provided annual base salaries, the total sample size was 131 employers.  Twenty-five employers were 
selected randomly and 106 were selected because their lowest base salary provided exceeded +/- 110% 
of the average base salary provided of all employers. 

The audit methodology included obtaining information on management’s business objectives and risks, 
and focused on key processes and monitoring controls that management has established to address 
significant risks.  Our methodology includes validation of controls in place through observation, sample 
testing of transactions, review of supporting documentation, interviews with relevant staff, and other 
pertinent procedures.  Specifically, we performed the following procedures: 

• Traced the FY2020 Annual Base Salary per .NET to the applicable bargaining unit contract and
salary schedule, employment agreement, or employer certification provided.

• For employers who submitted their documentation late, recalculated the delinquency and
compared to .NET.  Determined if the delinquency was properly invoiced and collected.

• Examined Annual Base Salary workflows to ensure they were completed timely with sufficient
documentation.

SUMMARY OF RESULTS 

• Significant to TRA: the result impacts TRA as an entity. The result could be noted in an external
audit (OLA or OSA) or could impact TRA’s reputation.

• Significant to Business Objectives: the result impacts the specific business objective.

• Other Reportable Result: the result is a by-product of audit work performed. No direct impact
on the specific business objective, but is an opportunity to improve business processes.

# Title Severity 
1 Insufficient review of employer-submitted data. Other Reportable 

Result 
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RESULTS AND RECOMMENDATIONS 

POSITIVE RESULTS 
Positive results noted from testing: 

A. Controls Related to verification of Annual Base Salary (ABS) submissions by Data Integrity staff.

• 129 of 131 ABS submissions tested were accurately verified by Data Integrity Staff.

B. Controls Related to completion and monitoring of Annual Base Salary workflows.

• 130 of 131 ABS workflows tested were completed by employers.  One was completed by TRA
as it was a new school effective FY2020.

C. Controls Related to accurate and proper calculation of delinquencies relating to late submission of
Annual Base Salary information.

• Four (4) of 131 ABS data submissions tested was submitted late.  The delinquencies relating
to these late submissions were properly assessed and collected.

REPORTABLE RESULTS 
A reportable result is defined as a control weakness that is likely to create a high risk of not meeting 
business objectives if not corrected. The following reportable results and recommendations were 
identified.  

# 1 Review of employer-submitted ABS information. 

Severity Other Reportable Result 

Description of Result 

Out of 131 employers tested-  

• One employer entered a base salary that did not match the salary schedule attached.

• One employer entered a base salary without an explanation of the calculation.

For both employers, the incorrect entries were not detected by TRA staff. 

Recommendation 

The incorrect entries should be corrected as soon as possible.  Note that the incorrect salary due to 
lack of an explanation of the calculation has been corrected in .NET. 

TRA staff should carefully review the employer-submitted entries prior to approval.  If the support 
submitted by the employer is not sufficient, TRA staff should work with the employer to obtain the 
sufficient support 

Management Action Plan 

Review internal Policies and Procedures pertaining to ABS submission.  Work with auditor assigned to 
the Org to make sure that information received by employer units is accurate. 

Responsible Personnel Margaret Sullivan 

Target / Due Date 12/1/2020 
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October 23, 2020 

TRA Board of Trustees and Audit Committee Members 
TRA Management 

EXECUTIVE SUMMARY 

We have completed the audit of Cash Receipts for the period July 1, 2019 to June 30, 2020.  

The primary business objectives of Cash Receipts are: 

• Cash receipts are processed accurately and timely and are recorded correctly in .NET, SWIFT, and
the general ledger.

• That the cash receipts process follows applicable guidance (state statute, policies, and
procedures).

• That controls exist to mitigate identified risks, including segregation of duties.

The audit was performed in accordance with generally accepted government auditing standards 
contained in the Government Auditing Standards issued by the Comptroller General of the United States 
and the International Standards for the Professional Practice of Internal Auditing issued by the Institute of 
Internal Auditors.  These standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives. 

Based on the audit results, management controls are not operating effectively to achieve business 
objectives listed above.  We identified two significant issues. 

The background of the business process follows, along with the audit objective, scope, methodology and 
summary of results.  The results of procedures performed are presented in more detail in the Results and 
Recommendations section.   

We appreciate the assistance provided by TRA Management and Staff during this audit.  Please feel free 
to contact me at 651-284-3642 or lnagel@minnesotatra.org if you have any questions or concerns. 

/s/ Leslie Nagel 

Leslie Nagel, CPA, CEBS, CIA 
Chief Audit Executive 

/s/ Ruth Krupa 

Ruth Krupa 
Staff Internal Auditor 

TEACHERS  RETIREMENT ASSOCIATION

651.296.2409   800.657.3669   fax 651.297.5999

info@MinnesotaTRA.org
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BACKGROUND 

Checks and cash received at TRA are logged in TRA’s business system, .NET, through the Daily Check Log 
function.  Each item is assigned a status such as unprocessed, picked up by payee, receipt in process, 
deposited, hold for receipt processing, returned to sender, redirected to other agency, pulled warrant 
analysis, mailed to sender, or destroyed. 

Due to the COVID-19 pandemic, TRA was granted a waiver from MMB in April 2020 to deposit checks 
twice a week rather than daily.  

BUSINESS OBJECTIVES, RISKS AND CONTROLS 

Below are the major business objectives, risks to achieving those objectives, controls management has 
established to mitigate these risks, and the controls that were tested. 

Business Objectives Business Risks Management Controls 
(current and future) 

Controls Tested 

Cash receipts are 
processed accurately 
and timely and are 
recorded correctly in 
.NET, SWIFT, and the 
general ledger. 

Cash receipts are not 
processed accurately and 
timely. 

Cash, checks, or EFT 
payments will be 
misappropriated due to 
lack of segregation of 
duties. 

Cash receipts are not 
recorded correctly in 
.NET, SWIFT, and the 
G/L. 

Accounting department 
policies and procedures are 
documented, reviewed, 
updated, and approved at 
least annually. 

Mail room staff log all 
incoming checks and cash in 
.NET, noting any special 
disposition.   

Cash is reconciled daily and 
monthly. 

Sufficient and appropriate 
segregation of duties exists. 

Undeposited checks are 
stored in locked area. 

Cash receipts clerk 
determines the validity of a 
receipt prior to deposit if no 
purchase, invoice, or payroll 
record exists. 

Member and/or employer 
Invoices receipts are linked 
upon payment. 

Cash Receipts were 
examined to ensure 
controls were in place 
and followed during the 
process. 

Cash Receipts were 
examined that duties 
were segregated 
between logging, receipt 
creation, and deposit. 

Reconciliation was done 
between .NET and 
Cashbook and the 
General Ledger/SWIFT. 

E-Payments were in
effect.

Written policies and 
procedures exist and are 
updated. 
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AUDIT OBJECTIVE, SCOPE AND METHODOLOGY 

The audit objective was to determine whether internal controls are in place and are working effectively 
to achieve the business objectives stated above. 

The scope of the audit covered the time period July 1, 2019 to June 30, 2020 and included a population of 
each bank deposit day within the 253 business days of FY2020.  

The audit methodology included obtaining information on management’s business objectives and risks, 
and focused on key processes and monitoring controls that management has established to address 
significant risks.  Our methodology includes validation of controls in place through observation, sample 
testing of transactions, review of supporting documentation, interviews with relevant staff, and other 
pertinent procedures.  Specifically, we performed the following procedures: 

• For each month within the fiscal year, five days of daily check logs were compared to the
applicable deposit recorded in TRA.NET;

• For each day’s daily check log tested, the deposit recorded in TRA.NET was compared to that daily
check log;

• Checks or warrants appearing on one and not on the other were investigated;

• Daily Check Log totals for the monthly samples selected were traced to Receipts within TRA.NET,
the daily entries in QuickBooks, and recorded deposits in SWIFT; and

• Differences were investigated.

RESULTS AND RECOMMENDATIONS 

POSITIVE RESULTS 
Positive results noted from testing: 

A. Controls Related to the Cash Receipts process being accurate, efficient, and timely:

• Of the 482 check log ids tested, 474 had no issues noted.
i. The issues noted were very minor and did not result in increased risk.

• No unlinked receipts were noted during the audit.

B. Controls Related to the cash receipts process follows applicable guidance (state statute, policies,
and procedures).

• Out of 482 check log ids tested, all deposits were handled timely.

• The TRA Cash Receipts and Deposits policies and processes are up to date with current
statutory requirements and MMB practices.

C. Controls exist to mitigate identified risks, including segregation of duties.

• TRA staff who created purchase, invoice or payroll records did not prepare any deposits,
handle receipts or reconcile cash balance in SWIFT.

• Of 60 business days tested, none were found to have issue with segregation of duties.

REPORTABLE RESULTS 
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A reportable result is defined as a control weakness that is likely to create a high risk of not meeting 
business objectives if not corrected. There were no reportable results.  There were two verbal 
observations noted which were discussed with management.  
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After Action Reports - The Value of Documentation
There is a common saying in the audit and internal 

control realm that goes “if it is not documented, 

did it actually happen?” This implies that any 

policies, procedures, key controls, and decisions 

made within our agencies should be 

welldocumented and include the who, what, why, 

when, and how. One specific area within continuity 

of operations programming where agencies can 

benefit from thorough documentation lies in After 

Action Reports and Improvement Plans (AAR/IP).   

The After Action Report is an evaluation tool that 

collects data about performance during an exercise 

or real-world event. It includes an overview of the 

situation, analysis of the capabilities, and a specific 

list of corrective actions. The methods for 

collecting and analyzing information include real 

time observations during an incident, review of 

documentation that was created, debriefings, 

participant surveys, and interviews. Three main 

benefits for agency management are:  

1. Capturing agency strengths

2. Identifying opportunities for improvement

3. Designating action steps moving forward

Documentation is essential. For this tool to 

provide value, be sure to keep detailed and 

accurate records of key decisions, actions, and 

communication. Over time, memories can fade, 

employees and management change positions or 

can be re-deployed, and decisions are made with 

the available information at that point in time. Due 

to the fluidity of a situation or event, the facts may 

change, thus leading to new actions. A clear record 

communicates this evolving decision-making 

process to vital stakeholders and provides a 

blueprint for future management to build from.  

Prepare for the future. For any future incidents, 

agencies can lean on what worked well in a prior 

event, capture the innovative actions, and conduct 

gap analysis to evaluate what can be done better 

next time. This helps lay out a clear path for how 

management can implement improvement and 

identify specific people or teams that can take 

specific corrective actions. Management can focus 

on those areas that are most critical to the 
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organization’s mission and set timelines to keep 

projects on track.  

Without detailed documentation in an After Action 

Report, agencies will miss out on key observations 

and be less effective at improving future outcomes. 

Action Step: Due to the current peacetime 

emergency, this is a great time for management to 

connect with your agency’s continuity coordinator 

on your plans for drafting an After Action Report. 

Think about:  

• Who to include on the evaluation team

• Considering a near-term mid-cycle review

• Final AAR after the end of the pandemic

Like what you’re reading? Subscribe now and never 

miss an issue!  

Questions?  

Contact Cathy Hockert, Director, Enterprise 

Continuity  
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Audit Finding Resolution – It Does an Agency Good
Audits promote organizational health. Like a trip to 

the dentist, the experience depends on you. 

Following prescribed dental hygiene practices and 

advice from prior appointments will most likely 

lead to good visits, confirming your teeth are 

healthy, decreasing the risks of serious problems.   

Likewise, an agency with a sound internal control 

structure and initiative to resolve prior audit issues 

promptly, a subsequent audit can be a positive 

event. An audit can confirm your agency’s internal 

controls are working to decrease the risk of serious 

problems, such as control weaknesses leading to 

fraud, waste, and abuse. The product of such 

problems are significant corrective actions, 

additional expenses, and more frequent visits from 

auditors.  

Making timely and practical use of audit results is a 

key part of an agency’s internal control system. An 

agency culture where employees view audits as 

opportunities to improve internal controls and 

correct weaknesses is an indication of a strong 

control environment. Even if management does 

not agree with specific audit recommendations, 

embracing the opportunity to review and reassess 

the related processes will help determine what 

changes, if any, should be made.   

Converting findings and recommendations into 

action plans for internal control and process 

improvement should be a prompt reaction to any 

audit. Follow these tips for the effective use of 

audit results:  

• Agency employees engage in conversation with

the auditors to verify that they thoroughly

understand the audit issues

• Senior management assumes ultimate

responsibility for audit finding resolution

• Agencies document corrective action plans,

including detailed action steps, person(s)

responsible for implementation, due dates, and

measurable indicators of compliance and

resolution
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• Management commits to resolve audit findings

and improve internal controls, including

deploying resources for remediation and

monitoring

• Senior management and applicable oversight

bodies receive progress reports on the status of

outstanding audit issues

• Corrective actions are monitored after findings

are considered resolved, to ensure that

changes continue to be effective

Action Step 

MMB periodically sends Corrective Action Plan 

Status Updates (CAPSU) for agencies to report on 

the status of all unresolved OLA audit findings.  Use 

these as reminders and a documentation tool to 

keep audit resolution a priority.  

Like what you’re reading? Subscribe now and never 
miss an issue!  

Questions?   

Contact Jake Rossow, Acting Director, Enterprise 

Internal Controls 

This bulletin was originally authored by Mike Thone 
in October 2010.  
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Fraud Prevention Depends on You!
Fighting fraudsters has been on ongoing 

international battle. Fraud schemes and avenues 

where perpetrators strike are unpredictable, but 

recently, compliance and anti-fraud programs 

around the world appear to be showing signs of 

measurable progress. This is evident in statistics 

offered in the Report to the Nations, 2020 Global 

Study on Occupational Fraud and Abuse. The 

report, produced by the Association of Certified 

Fraud Examiners (ACFE), says that in comparison to 

the 2016 report:    

• The median duration of a fraud before

detection lowered from 18 months to 14

months

• The median loss per case of fraud decreased

from $150,000 to $125,000

• The percentage of cases that cause at least $1

million in losses is down from 23% to 21%

This is a direct result of increased use of anti-fraud 

controls and the awareness that fraud can happen 

anywhere at any time. According to the report, 

implementation of controls such as fraud reporting 

hotlines, anti-fraud policies, and training for all 

levels of agency staff have increased by at least 9% 

over the past decade.   

Everything was trending in the right direction and 

then, due to the pandemic, the work environment 

dramatically changed. Many experts recognize new 

risks will occur in our new business processes and 

due to shifts in agency decision-making. This will 

result in new vulnerabilities and opportunities for 

fraud to occur. Among the most worrisome aspects 

of this new environment are the number of fraud 

investigations decreasing, possibly ignoring tips 

about fraud, the likely increase in internal fraud, 

and the significant challenges in educating 

employees through fraud trainings in a remote 

work environment.  

Many of these changes are a byproduct of agency 

resources being shifted to other areas, employees 

having more pressing responsibilities, and 

modifying existing procedures without considering 

fraud potential. There is concern employees may 

not react quickly enough while schemes evolve, 
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hoping everything will return to normal 

postpandemic. This is an unlikely scenario in the 

short term.  

Now more than ever, every employee must 

participate in learning fraud prevention techniques, 

detection methods, and agency-specific reporting 

channels. Neglecting fraud programs and relying on 

old, outdated procedures is not an option. We can 

all be accountable and do our part to help fight 

against fraud.   

Action Step 

November 15 – 21, 2020 is Fraud Awareness and 

Prevention Week in the State of Minnesota! 

Participate in your agency programs and be on the 

lookout for daily information on mn.gov/nofraud 

for ways you can prevent and detect fraud to 

protect our state assets!    

Like what you’re reading? Subscribe now and never 

miss an issue!  

Questions?   

Contact Jake Rossow, Acting Director, Enterprise 

Internal Controls 

Page 62

https://mn.gov/mmb/internalcontrol/fraudawarenessandpreventionresources/
https://mn.gov/mmb/internalcontrol/fraudawarenessandpreventionresources/
https://mn.gov/mmb/internalcontrol/fraudawarenessandpreventionresources/
https://public.govdelivery.com/accounts/MNMMB/subscriber/new?topic_id=MNMMB_208
https://public.govdelivery.com/accounts/MNMMB/subscriber/new?topic_id=MNMMB_208
https://public.govdelivery.com/accounts/MNMMB/subscriber/new?topic_id=MNMMB_208

	11-17-2020 Meeting Agenda
	2a August 18  2020 Minutes
	This page intentionally left blank
	4a - 2020 Review of Audit Committee and Internal Audit Charters
	This page intentionally left blank
	4a.1 - Audit Committee Charter November 2020
	This page intentionally left blank
	4a.2 - Internal Audit Charter November 2020
	This page intentionally left blank
	4b- FY2021 Annual Report
	This page intentionally left blank
	4c - Internal Assessment 2020
	This page intentionally left blank
	4d.1 - Annual Base Salary FY2021 Report
	This page intentionally left blank
	4d.2 - Cash Receipts FY2020 Audit Report
	This page intentionally left blank
	4e.1 - after-action-reports-8-31-2020
	This page intentionally left blank
	4e.2 - audit-finding-resolution-9-30-2020
	This page intentionally left blank
	4e.3 - fraud-prevention-depends-on-you-10-30-2020



