








Recommendation: We recommend that the Utah Retirement System evaluate salary
and wage costs per member and compare the costs to retirement systems of similar
size and service levels.

URS Response: URS agrees with the recommendation. Prior to this audit, URS was
in contract negotiations with CEM to participate in their surveys of public retirement
systems. URS believes comparisons among public retirement systems can help
management to identify certain functions or services that should be studied to ensure
that budgets are being properly allocated and used.

As the Report states, being able to compare public retirement systems is a challenging
endeavor as no public retirement system is structured the same. Figure 3.6 in the
Report shows URS salary and benefit costs per member compared to other public
retirement systems. This Figure shows URS'’ salary and benefit costs per member for
public retirement systems providing DC plans are higher than both the average and the
median. URS’ salary and benefit costs are higher because those public retirement
systems with lower costs are outsourcing the administration, record keeping, and other
functions of the DC plan while URS is performing these functions internally. These
costs are reported in other cost categories, other than in salaries and benefits as
reported by URS. URS contacted the seven public retirement systems with lower costs
referred to in the Report and confirmed all of them are using third party administrators
for the recording keeping function. The seven are also outsourcing other services such
as payroll, data processing, legal, etc., resulting in lower payroll and benefit costs. URS
does not believe Figure 3.6 provides an accurate comparison among public retirement
systems.

URS believes reviewing the similarities and differences in public retirement systems can
provide useful information and will participate in CEM to facilitate this process.

Recommendation: We recommend that the Utah Retirement System periodically
complete a more in-depth review of the costs allocated to the defined contribution plan,
and ensure that costs are reasonable compared to DC plans of similar size, structure,
and service level.

URS Response: URS agrees with the recommendation. Annually the URS Finance
Director will meet with department managers to ensure cost allocation models are
properly assessing the DC plan with those costs that appropriately belong to it.
Additionally, the URS Internal Audit Department will annually review the allocation of
costs to the DC plan to ensure the propriety of the allocation. URS will also continue to
compare DC costs with plans of similar size, structure, and service level through CEM
and other tools as they become available.






