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Wyoming Retirement System

Partnering to Build Financial Security for Members and their Families

Matt Mead Ruth Ryerson
Governor Executive Director
MEMORANDUM

To: Tim Sullivan, Audit Committee Chair
From: Samantha Jacobsen, Principal Auditor
Re: Internal Audit Department Cash Remuneration Audit

Date: August 25, 2015

The Internal Audit Department (IAD) of the Wyoming Retirement System (WRS) has
conducted an audit of all School Districts and BOCES (Board of Cooperative Education
Services) in the State of Wyoming to verify compliance with the School District Cash
Remuneration Rule, W.S. 9-3-402 (a)(xvi), and W.S. 9-3-412. The purpose of this audit
was to verify that all School Districts and BOCES policies and procedures for reporting
salaries were in compliance with the appropriate rules and statutes and to verify that the
correct salary amount was reported for administrative, full-time and part-time staff.

The audit revealed that 60 out of 62 School Districts and BOCES were in compliance.
Two School Districts were determined to be out of compliance in reporting salaries of
administrative professionals. As a result, the retirement benefit was calculated on an
overstated salary for these individuals. These salaries were adjusted retroactively to the
date when improper reporting began. The Districts will be reimbursed for the
contributions paid in on the heightened salary.



INTRODUCTION AND BACKGROUND

The Wyoming Retirement System Internal Audit Department (WRS IAD) has conducted an audit
of all School Districts and Board of Cooperative Educational Services (BOCES) in the State of
Wyoming. The purpose of this audit was to assess whether each district and BOCES was
abiding by W.S. 8§ 9-3-402(a)(xvi), W.S. § 9-3-412 and Chapter Eight of The Retirement Board
Administrative Rules.

The Retirement Board Administrative Rule Chapter 8, Section 1 defines cash remuneration as
follows: "Cash remuneration"”, as used in W.S. 9-3-402(a)(xvi) for the purposes of contributions
to the system and the determination of an employee's "highest average salary”, means the
compensation paid for services rendered to a participating employer, and includes: contributions
required by W.S. 9-3-412(a); any salary reduction or salary deferral amounts under federal
Internal Revenue Code Sections 125, 401(k), 403(b) or 457; any pay for administrative,
sabbatical, annual, sick, vacation, or personal leave; any pay for compensatory time, provided
that any such pay for compensatory time is made during the same calendar year in which the
compensatory time is earned, and any retroactive compensation payments pursuant to court
orders, arbitration awards, or litigation and grievance settlements. "Cash remuneration" does
not include: fringe benefits such as payments for unused sick, personal, or vacation leave;
housing allowances; transportation expenses; early retirement incentive pay; severance pay;
bonuses; medical insurance; workers' compensation benefits; disability insurance premiums or
benefits; payments received by a member in lieu of previously employer-provided fringe benefits
under an agreement between the member and participating employer entered into within sixty
months before retirement; or any other payment which may reasonably be construed to be a
fringe benefit.

W.S. § 9-3-402(a)(xvi) "Salary" means the cash remuneration paid to a member in a calendar
year, including employee contributions required by W.S. 9-3-412 and including member
contributions paid by the employer under a salary reduction arrangement under W.S.
9-3-412(c). "Salary" taken into account for a member shall not exceed the amount specified
under section 401(a)(17) of the United States Internal Revenue Code

W.S. § 9-3-412(a). Members' contributions; payroll deductions; employer authorized to pay
employee's share. (a) Except as otherwise provided in this section and W.S. 9-3-431 and
9-3-432, every member covered under this article, shall pay into the account seven and one-half
percent (7.5%) of his salary for the period from September 1, 2013 through June 30, 2014, and
thereafter eight and one-quarter percent (8.25%) of his salary. Every firefighter member covered
under this article shall pay into the account seven percent (7%) of his salary. Payments shall be
deducted each pay period from each member's salary by the chief fiscal officer of each
participating employer. Employee contributions shall be transferred to the account in
accordance with subsection (c) of this section.

This audit resulted from issues WRS has encountered in past years with school districts offering
an incentive to their employees of spiking salaries for reporting purposes to WRS in order to
heighten the employee’s retirement benefit. This was identified in the district’s written policies.
As such, all districts and BOCES were tested for non-compliance in regards to salary reporting
for retirement purposes and to verify compliance with all aspects of the Cash Remuneration
Rule.



SCOPE AND METHODOLOGY

The audit focused on whether the School Districts and BOCES accurately reported its data to
WRS and contributed the correct amount for retirement purposes in accordance with statutes,
rules and its own policies and procedures for school year 2014-2015.

To conduct this audit, a variety of methods were used including reviewing District and BOCES
written procedures and policies, state statues, and WRS rules. Auditors examined a random
sample of employee contracts (including administration, full-time, part-time, salaried and hourly
employees) for every District and BOCES tested. The salary amount reported per employee
contract was compared to the data reported by the District/BOCES to WRS. Hourly amounts
were recalculated (taking into consideration over-time & activity pay rates) to verify the correct
wage was reported. Additional contract pay, end-of-year pay-outs, and contract length was
factored into reconciled salaried employee amounts. Each District/BOCES provided written
documentation outlining their policy for payment of contribution amounts. The contribution
amounts were tested to verify compliance with Wyoming statute, administrative rule, employer
policy and employee contracts.

The Audit Department expresses its appreciation to the Districts/BOCES administration and
staff for their cooperation and assistance during the course of the audit.



Finding 1: VEHICLE REIMBURSEMENT INAPPROPRIATELY
INCLUDED IN ADMINISTRATOR’S SALARY, RESULTING IN
A MONTHLY OVERSTATEMENT OF $700.

The audit identified a school district that improperly included a monthly stipend for vehicle
expenses as part of the reportable salary for retirement calculations. As a result, the
superintendent has been receiving a heightened salary for retirement calculation purposes.
Additionally, the district has been paying inaccurately higher contribution rates.

Recommendation: It is recommended that the superintendent’s salary be adjusted retroactively
to the date when improper reporting began. The district should be reimbursed for the
contributions paid in on the heightened salary.

Finding 2: VEHICLE AND CELL PHONE REIMBURSEMENTS
INAPPROPRIATELY INCULDED IN ADMINISTRATOR'’S
SALARY, RESULTING IN A MONTHLY OVERSTATEMENT
OF $1,100.

This audit identified a school district that improperly included a monthly stipend for vehicle, as
well as, cell phone expenses as part of the reportable salary for retirement calculations. As a
result, the superintendent has been receiving a heightened salary for retirement calculation
purposes. Additionally, the district has been paying inaccurately higher contribution rates.

Recommendation: It is recommended that the superintendent’s salary be adjusted retroactively
to the date when improper reporting began. The district should be reimbursed for the
contributions paid in on the heightened salary.



RESPONSES

School Districts:

IAD has written responses from both entities with identified findings acknowledging
responsibility of the errors. The School Districts administration was contacted and the business
departments worked with WRS staff to make the proper adjustments to the employee accounts.
These responses can be found in the audit file.

District Response 1:

“Samantha,

[We were] not aware that the funds allocated to our superintendent for a vehicle allowance were not eligible for
Wyoming Retirement. We have made adjustments to our payroll system and will no longer include that amount in
the total compensation that is used to calculate his Wyoming retirement contribution.

If you have any questions or need any further information please let me know

Thanks”

District Response 2:

"Dear Ms. Jacobson,

This is to acknowledge that during the audit, an error was found with regard to [the superintendent’s] WRS
Payments. That error has been corrected.

Please let me know if you have any questions.”

WRS Management Response:

See Attachment



Wyoming Retirement System

Partnering to Build Financial Security for Menbers and their Families

Matt Mead Ruth Ryerson

Governor Executive Director

September 8, 2015

Samantha Jacobsen
Principal Auditor
Internal Audit Department

Re: Cash Remuneration Audit
Report #2015-1
Dear Samantha,

The Cash Remuneration Audit, verifying that reported salaries for school year 2014/15 were in
compliance with policies and procedures, has been reviewed and management agrees with the
recommendations made. WRS’ Employer Relations staff worked with the identified school districts and
action was taken on September 4, 2015 by the employers to adjust the incorrect salaries, with the
applicable credit to be applied to the employers’ next invoice. It is WRS? assumption that the employers
will take appropriate action to notify their employees of the adjustment.

A reminder will be sent to all employers in the form of an Employer Blast restating the qualifications of
retirement eligible salary as documented in Chapter 8 of the Wyoming Retirement Board’s rules.

Thank you for allowing management the opportunity to respond to this audit.
Sincerely,

Rose Todd

Operations Manager
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