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PAYROLL AUDIT AND COLLECTION POLICY 

I. Purpose 
The purpose of this Payroll Audit and Collection Policy is to ensure the timely and complete 
payment of Contributions and the timely submission of Payroll Records to the Fund. These 
Rules apply to all Payroll Audits authorized by the Illinois Pension Code (“Code”) or as 
otherwise authorized by the Board. 

II. Definitions 
(a) “Audit” or “Payroll Audit” shall mean the review of an Employer’s Payroll Records, as 

defined herein, by the Fund’s inside or outside auditors to ensure the Employer’s 
compliance with its statutory obligations to the Fund. 

(b) “Audit Findings” shall mean the Contributions, Statutory Penalties, Interest, Liquidated 
Damages, as defined herein, along with costs and fees owed to the Fund as determined by 
an Audit andnd, except as provided herein, approved by the Board or the Finance & 
Audit Committee. 

(c) “Contributions” shall mean the amount required under the Pension Code to be 
deducted from the pensionable salary of each Member. 

(d) “Delinquency” or “Delinquent” shall refer to any Contributions an Employer has failed to 
remit on a timely basis as required by Section 17-132(b) of the Code, plus any applicable 
Interest, and Liquidated Damages. 

(e) “Due Date” shall mean 30 days after the pre-designated payday. “Interest” shall be 
computed using the Fund’s then-effective actuarial rate of return, compounded daily. 

(f) “Employer” shall have the meaning set forth in Section 17-105.1 of the Pension Code. 
(g) “Liquidated Damages” shall mean the amount of $100 per day for each day a Contribution 

is Delinquent, not to exceed 20% of the principal Contribution due. 
(h) “Payroll Records” shall mean all documents containing the information required by these 

this Policy and Illinois law, including, but not limited to, Section 17-132(c) of the Code. 

III. Appointment of Auditor 
The Board shall retain a firm or firms, or designate Fund employees (each the “Auditor”), 
experienced with payroll audits and shall establish audit guidelines and protocols that the Board 
and the Auditor determine are appropriate. Such guidelines are adopted and incorporated herein 
by reference. 

IV. Payroll Audit Cycle 
The Board intends to audit every Employer on 7 year cycle (“Payroll Audit Cycle” or 
“Cycle”).The Fund may also, in its sole discretion, conduct a Payroll Audit For Cause, as set 
forth below. The Audit Period shall be determined by the Board or the Auditor. 
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The Fund may also conduct an Audit within six (6) months after an Employer first becomes 
obligated to make Contributions, or when the Fund has knowledge that an Employer intends to 
cease operating a charter school or contract school. 

V. “For Cause” Audits 
The Chief Financial Officer (CFO), Auditor, and the Finance and Audit Committee shall monitor 
every Employer’s compliance with their obligations under the Pension Code and these Rules and 
shall identify to the Board of Trustees and to the Executive Director any Employer that the CFO, 
Auditor, or Finance and Audit Committee concludes should be audited outside the Audit Cycle to 
determine the Employer’s compliance with Section 17-132 of the Code (a “For Cause” Audit). 
“For Cause” shall include the Fund’s receipt of notice that an Employer has closed or intends to 
close any school or campus, the procedure for which is set forth below in Section XVIII. The 
referral shall provide written details and reasons for such an Audit. 

VI. Random Site Visits by Fund Staff 
In addition to conducting Payroll Audits, the Fund may schedule visits by staff to Employers for 
the purpose of verifying compliance with Article 17, to provide eligible Members with 
information and enrollment/designation of beneficiary forms, and to update and verify Member 
records. The Fund representative shall complete an Employer information sheet for each such 
site visit. Fund staff shall provide a quarterly report to the Finance and Audit Committee on any 
such school site visits. 

VII. Commencement of Audits 
Upon commencement of an Audit, Fund staff shall send a written notice to the subject Employer 
identifying the Auditor and directing the Employer to furnish the Auditor with all Payroll Records 
required to determine whether the Employer has fully performed its obligations under the Code to 
remit Contributions and to certify and submit Payroll Records. The notice shall provide that the 
Employer has 30 days, or such other period as the Auditor and Fund staff deem reasonable, in 
which to provide the requested Payroll Records. Upon commencement of an Audit, subpoenas 
may be issued by the Fund Staff to all known providers of payroll services or other vendors that 
may have Payroll Records relating to the Audit. 

VIII. Failure to Maintain Payroll Records 
The Auditor shall identify to the Board of Trustees any Employer that has failed to obtain, 
permanently maintain, or provide to the Fund any Payroll Records required by this Policy or by 
Article 17. In the event an Employer fails to maintain Payroll Records determined by the Auditor 
to be necessary to determine the Employer’s compliance with its statutory obligations to the 
Fund, or such Payroll Records otherwise are not available, the Fund may be entitled, based on 
available records, to a rebuttable presumption as to the Contributions due and the Auditor may 
make any reasonable inferences regarding such missing Payroll Records as is necessary to 
complete the Audit. The Auditor may close the audit and issue a final report, subject to the 
limitations with regard to available Payroll Records. 

IX. Preliminary Findings 
The Auditor shall prepare a preliminary report identifying any findings revealed by its review of 
the Employer’s Payroll Records. Upon approval of the preliminary findings by Fund staff, the Fund 
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shall provide the preliminary findings to the Employer. 

Within 30 days of the Employer’s receipt of the preliminary findings, or within such other 
reasonable time as Fund staff deems appropriate, the Employer may submit a response indicating 
whether it agrees or disagrees with any preliminary findings. If an Employer disagrees with any 
finding, it may provide supplemental records or other evidence supporting its objection to the 
finding before the deadline. 

The Auditor, with the assistance of Fund staff, shall review any supplemental records or other 
evidence provided by an Employer and determine whether such information resolves or alters any 
findings. An Employer’s failure to respond to the Auditor’s preliminary findings will result in a 
waiver of any objections to the Final Audit Report. 

X. Final Audit Reports 
Upon expiration of the time provided for an Employer to respond to the Preliminary Findings, the 
Auditor shall timely make any corrections or revisions to the Preliminary Findings warranted by 
any Employer response and shall issue a Final Audit Report identifying all audit findings. 

Upon approval of the Final Audit Report by the Finance and Audit Committee, the Fund shall 
provide a copy of the Final Audit Report to the Employer, together with a demand for payment or 
adjustments to resolve all Delinquencies within 30 days of the issuance of the Final Audit Report. 
The Employer’s failure to remit the sum due or make the required shall result in the matter being 
referred to the Chief Legal Officer, who will proceed in the manner prescribed in Section ___ of 
the Delinquencies Policy, and may be cause for the filing of a lawsuit to collect the Delinquency in 
accordance with Section 17-132(e) of the Pension Code. 

Fund staff shall ensure that the Employer makes any adjustments necessary to conform each 
Member’s service credit and salary records to the audit findings. In the event an Employer fails to 
make the adjustments, Fund staff will make the adjustments in the Fund’s systems, provided, 
however, that late post-audit adjustments shall be treated as late submission of Payroll Records 
under Section 17-132 of the Pension Code. 

XI. Audit Disputes 
The Finance & Audit Committee has the authority to address all matters involving disputes 
regarding the production of Payroll Records and audit findings and the assessment of 
Delinquencies, and applicable costs. Within 30 days of any Audit Finding, or such other 
reasonable time as the Finance & Audit Committee in its sole discretion deems appropriate, the 
Employer may submit a response to any audit finding. If the Employer disputes the audit 
findings, and if the parties agree to postpone litigation, the Employer shall be required to pay the 
amount that is not in dispute pending resolution of the dispute. 

XII. Authority to File Lawsuit 
Pursuant to Section 17-132(e) of the Pension Code, the Fund is authorized to initiate legal 
proceedings to collect Delinquencies, or to otherwise secure an Employer’s compliance with its 
duties and obligations under the Pension Code and this Policy. 

XIII. Interest and Liquidated Damages 
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An Employer that fails to timely submit Contributions by the Due Date is subject to the 
assessment of Interest and Liquidated Damages. 

In the context of a Payroll Audit, the letter providing an Employer with the Audit Findings shall 
indicate that Interest and Liquidated Damages shall be assessed on delinquent contributions and 
shall continue to accrue through the date the delinquent contributions are paid, at the Fund’s then 
effective actuarial rate of return. Interest and Liquidated Damages are mandatory for delinquent 
contributions, except for good cause shown and at the discretion of the Board. 

XIV. Production of Personal Information 
The Illinois Personal Information Protection Act (“PIPA”) does not prohibit an Employer from 
providing the Fund with the data necessary for the Fund to conduct a Payroll Audit. As 
required by PIPA, the requested information, including full SSNs, is for a purpose directly 
related to the Employer’s business and its contractual and statutory obligations to the Fund. 
ISBE requires the full SSN in order to verify the license/certification of an employee. 

XV. Format for Payroll Records 
Payroll Records must be produced to the Fund or to its Auditors in electronic form and in their 
native format, i.e., in the format in which the records were created, and must be produced via 
secure file transfer. Portable Document Format (PDF) is not an acceptable format, nor is any 
document that has been converted from PDF unless that conversion creates a document that is 
indistinguishable from a document in the native format, including all hidden information and 
metadata. 

XVI. Access to Records 
Fund staff and the Auditor shall have the right to enter upon the premises of any Employer or an 
affiliated entity upon reasonable notice to examine and copy the Payroll Records of the Employer 
or affiliated entity, regardless of whether the Payroll Records are contained in written or 
electronic form. The Fund may issue subpoenas as required to compel production of Payroll 
Records. 

XVII. Fiduciary Control Over Fund Assets 
An Employer in possession of Contributions after the Due Date is holding Fund assets, and thus 
is a fiduciary over those assets. (Section 5/17-132(b) of the Pension Code.) 

XVIII. Process for Auditing Closing or Closed Schools. 
Upon receipt of notice that an Employer has closed or intends to close any school or campus, the 
Fund shall immediately commence a For Cause Audit of such Employer for all payroll periods not 
included in any prior audit, up to and including the Employer’s final payroll period. If any audit of 
such Employer is currently pending, the Audit Period shall be extended accordingly. 

The Fund shall promptly send notice of any audit commenced in accordance with this subsection to 
the Employer, the Employer’s Pension Officer, and any other appropriate Employer 
representative(s), with a copy to the Board of Education. 
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In addition, the following audit procedures will be implemented: 

(a) Finance will provide Employer Audit with a statement of outstanding payroll reporting and 
associated Delinquencies incurred by the Employer. Employer Audit shall promptly attempt 
to collect the Delinquency, with a copy of the demand sent to the Board of Education, in 
accordance with the Fund’s Delinquency Policy. . 

(b) If the Employer is still in operation, every attempt will be made to complete the audit and 
resolve any required adjustments before the Employer ceases operations and/or the subject 
school closes. 

(c) If the school is closed before the audit can be completed, the audit will continue with the 
Fund contacting those Employer representatives, including third-party payroll services, that 
are available. When the audit is completed, Employer Audit will ask Employer 
representatives to process any adjustments identified. If that is not possible, and if there is 
substantiating documentation for under-/over-reporting, the Employer Audit team will 
prepare an adjustment worksheet, which then will be posted to the record of each Member 
in the Fund’s system who is employed by the Employer. Employer Audit will provide the 
audit details and the amount of the outstanding Contribution to calculate any corresponding 
Statutory Penalty, Interest or Liquidated Damages. The Finance & Audit Committee will be 
notified of the outstanding amounts owed. During this process, the Fund shall contact the 
Board of Education and request its assistance in collecting the Delinquency or in obtaining 
Payroll Records. 

(d) In the event that an audit may not be completed because relevant records are no longer 
available from the closed school or the Board of Education, Employer Audit may close the 
audit and issue a final report, subject to the limitations with regard to available payroll 
records. Thereafter, Employer Audit shall make best efforts to obtain salary and service 
information regarding former employees of the closed school, including contacting former 
employees to obtain substantiation regarding pensionable salary and service. 

XIX. Requirements for Writing Off Uncollectible Delinquencies 
Employer Audit shall advise the Chief Financial Officer regarding outstanding Delinquencies that 
are uncollectible in accordance with Generally Accepted Accounting Principles, and 
recommendations to write off delinquent amounts due will be provided to the Finance and Audit 
Committee for consideration and approval if it is determined that the Fund has exhausted all efforts 
to recover the amount owed:. 

XX. Procedures 
Fund Staff, subject to the approval of the Executive Director and the Finance and Audit 
Committee, is authorized to adopt additional procedures to implement these Rules. 


