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MUNICIPALITY OF ANCHORAGE
ASSEMBLY INFORMATION MEMORANDUM
No. AIM 32-2008

Meeting Date: May 6, 2008

FROM: Assembly Chair
SUBJECT: Internal Audit Report 2008-6
Municipal Payroll

Finance Department

Internal Audit has completed Internal Audit Report 2008-6; Municipal Payroll; Finance Department.
The Administration has reviewed the report. The complete document was distributed April 23,
2008. Attached is the Executive Summary.

Prepared by: Peter Raiskums, Director, Internal Audit

Respectfully submitted, Matt Claman, Chair
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Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Aundit Report 2008-6
Municipal Payroll
Finance Department

As part of the 2008 Audit Plan, we have completed an audit of Municipal payroll procedures. The
objective of this audit was to determine whether payroll transactions were valid and supported by
property authorized documentation. Our audit included a review of judgmentally selected payroll
transactions for the time period of January through December 2007, selected from six Municipal
departments: Employee Relations Department, the Port of Anchorage, Street Maintenance Division,
the Anchorage Police Department, Solid Waste Services, and the Anchorage Fire Department.
Specifically, we determined if payroll transactions were accurate, were based on appropriate
supporting documentation, and complied with applicable policies and procedures for selected payroll
cycles. Additionally, we reviewed 401(k) and 457 deductions for accuracy and reviewed standby
pay, callback pay, and Municipal take-home vehicle documentation. Finally, we reviewed if
exemptions from the standard time card requirements were properly approved and current.

The audit was conducted in accordance with generally accepted government auditing standards,
except for the requirement of an external quality control review, and accordingly, included tests of
accounting records and such other auditing procedures as we considered necessary in the
circumstances. The audit was performed during the period of November 2007 through January
2008. The audit was requested by the Administration.

Our testing of various payroll transactions identified several weaknesses. Specifically, the
Anchorage Fire Department’s payroll procedures did not comply with standard Municipal payroll
procedures. As a result, some Anchorage Fire Department employees have received significant
overpayments. In addition, some Municipal employees who received standby pay totaling $122,291
in 2007 were never called back to work. Moreover, we found that the Anchorage Police
Department’s payroll process lacked basic internal controls to prevent errors in their payroll system.
We also found that the Anchorage Police Department, Solid Waste Services, Street Maintenance,
and the Port of Anchorage did not always maintain or complete appropriate documentation for
payroll transactions, such as overtime approval and leave authorization. Furthermore, policies and
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procedures did not exist to ensure that 457 and 401(k) deduction amounts were accurate and
approved payroll exception procedures were not current. Finally, the Office of Management and
Budget failed to maintain the master list of Municipal take-home vehicles and also failed to maintain
the master list of vehicle authorization letters.

Petér Raiskums, CIA, CFE
Director, Internal Audit
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Introduction. The Municipality of Anchorage has a complex payroll system that contains a wide
variety of work schedules and leave plans and serves about 3,000 Municipal employees, including
nine unions. The following events take place as part of the payroll process. Employees complete
and sign time cards or other approved time documents, noting the hours worked during a pay period,
which a supervisor then approves and signs. Some departments have exemptions from the standard
time card requirements and their employees may not be required to complete their own time cards;
rather, the time cards may be completed by supervisors or the payroll specialists. Then, the
department or division payroll specialist enters all employee time, labor, and leave information into
the PeopleSoft Human Resources Time and Labor module (PeopleSoft). Each pay period, when the
payroll is processed, the time codes are matched to earnings codes in PeopleSoft. These earnings
codes determine the employee’s pay rate for the daily hours entered. In some cases, employees are
paid at rates different from their base pay rates. Approved back-up documentation must be

maintained to support leave, overtime pay and any pay rates other than an employee’s base pay rate.

Objective and Scope. The objective of this audit was to determine whether payroll transactions

were vahd and suppdrted by properly authorized documentation. Our audit included a review of
judgmentally selected payroll transactions for the time period of January through December 2007,
selected from six Municipal departments: Employee Relations Department, the Port of Anchorage
(Port), Street Maintenance Division, the Anchorage Police Department (APD), Solid Waste Services
(SWS), and the Anchorage Fire Department (AFD). Specifically, we determined if payroll
transactions were accurate, were based on approprniate supporting documentation, and complied with
applicable policies and procedures for selected payroll cycles. Additionally, we reviewed 401(k)and

457 deductions for accuracy and reviewed standby pay, callback pay, and Municipal take-home
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