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OP ERS Ohio Public Employees Retirement System

277 East Town Street  Columbus, Ohio 43215-4642 1-800-222-PERS (7377) www.opers.org

January 4, 2011

Mr. Aristotle Hutras

Ohio Retirement Study Council
88 East Broad Street, Room 1175
Columbus, OH 43215

Dear Aris:
Pursuant to R.C. 145.095, enclosed please find the 2010 annual Audit Committee Report of the
OPERS Retirement Board. This report summarizes internal audit activities and identifies actions

taken by the Audit Committee during the preceding year.

Please feel free to contact me if you have any questions.

Sincerely,

V5

Chris DeRose
Executive Director



1N

Ohio Public Employees Retirement System

Audit Committee Annual Report

To: Ohio Retirement Study Council (ORSC)
Subject: OPERS Audit Committee Report- 2010
Date: January 3, 2011

The following report documents the activities of the OPERS Audit Committee and Internal Audit
Department for 2010. This summary outlines:

Major Audit Reviews Completed (please see attached schedule)

Audit Committee Meetings and Actions Taken

2011 Annual Audit Plan (priority review areas)

Special Reviews Completed

Summary of OPERS Audit Committee Meetings and Actions

The OPERS Audit Committee met on the following dates with any specific considerations
addressed:

March 17, 2010- The audit committee met for the first time in 2010.The composition of the
appointed audit committee had changed. The committee reviewed possible changes to the Audit
Committee Charter and the Audit Department Charter, as required biennially. Additional
considerations were discussed, with approval planned at the next committee meeting.

The committee received the quarterly status report of significant audit issues and
recommendations.



The committee received an update on planning for the 2011 Quality Assurance Review (QAR) of
the Internal Audit Department by a third party. This is a 5 year requirement, with the last review
completed in 2006.

The committee also received an update on the organizational Enterprise Risk program direction,
with an emphasis on Audit’s role.

May 19, 2010 — The Clifton Gunderson auditors presented the results of the 2009
OPERS financial examination. In addition, management letter comments on internal controls
were presented and discussed with the audit committee.

The committee also received the executive summary of reviews completed during the previous
six months with significant audit issue comments presented.

June 16, 2010- The audit committee received a report and presentation on the co sourced review
of internal derivatives related processes and controls from Investment Training and Consulting
Institute (ITCI) and internal audit staff. This comprehensive review focus included portfolio
management, compliance with board policies, derivatives accounting processes, valuation,
performance reporting and calculations, compliance and risk oversight responsibilities and
personal trading controls. Investment audit findings and recommendations presented were
reviewed with the audit committee.

In addition, the audit committee received the quarterly status report of significant audit issues
and recommendations. Audit follow up items from the internally managed derivatives review
were also defined for future Board Scorecard tracking and reporting purposes.

The committee also received updated estimates on potential third party consultant cost options
(for budget purposes) in performing the QAR.

September 30, 2010- Clifton Gunderson external auditors were present for a preliminary
discussion of the planned 2010 OPERS financial examination with the Audit Committee.

The audit committee reviewed and approved the proposed 2011 Audit Plan and risk assessment.
The committee also reviewed and discussed the proposed 2011 internal audit operating budget
and staffing. This departmental budget will be approved as part of the OPERS overall annual
budget process in December,2010.

The audit committee was also advised Enterprise Risk Management survey results would be
forthcoming in November for informational and review purposes.

In addition, the audit committee received the quarterly status report of significant audit issues
and recommendations.

December 14, 2010- Internal Audit management provided updates on results of the 2010 audit
plan.

The audit committee reviewed and approved the 2010 draft of the OPERS Audit Committee
Annual Report to ORSC. The committee also received an executive summary report of major
audit activities for the prior six months.



In addition, committee reports provided included: the annual report of OPERS Personal Trading
compliance; the annual disclosure of all fees paid to external auditor; and the quarterly status
report of significant audit issues and recommendations.

2011 Annual Audit Plan

The 2011 audit plan and risk assessment was reviewed and approved by the OPERS Audit
Committee at the September 30, 2010 meeting. The priority review areas are summarized on the
attached audit plan document.

Special Reviews
The following major review was completed during 2010 with appropriate comments indicated.

Additional internal reviews and follow up within the Investment division was completed. This
work was prompted by various review comments and audit recommendations earlier identified in
an Internal US Equities review completed.

In addition, Internal Audit staff participated extensively in reviewing all Business Process
Redesign recommendations (approximately 450) by internal OPERS staff. This enterprise
strategic initiative is geared to improving operational efficiency, quality and customer service
expectations through an enhanced technology solution. All appropriate matters were reviewed
with the Audit Committee, with key risk recommendations being monitored throughout
implemenatation.

Please let me know if you would like any additional information.

Respectfully submitted:

Gregory M. Januszewski
OPERS Director- Internal Audit
(614)- 222-0080
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