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Internal Audit Report 2000-5
Non-Standard Payrol l  Procedures

Introduction. Municipal Policy and Procedure (P&P) 24-l0,"Approval and Retention ofEmployee

Time and Attendance Records." requires each employee to enter the hours on liis/her timecard which

nrust be signed by both the employee requestirlg conrpcnsation and the immediate supervisor.

Exceptions to the requirements of P&P 24-10 must be approved in writing by the Chief Fiscal

Offlcer and the Internal Auditor. The fbllowing Municipal organizations had been granted

exceptions to the standard pa-v'-roll procedures: Anchorage Police Department (APD), Anchorage

Fire Department (AFD). Municipal Light and Power (ML&P). I'ublic 
'l 'ransportation 

Department,

I.- leet Services Division o1'Proper11' and Facil i ty Management, Facil i ty Maintenance Division of

Property and Facility Management. and Street Mainteuancc Division of'Pr-rblis Works Department.

Municipal payrol l  is processed through the PeopleSoft Human Resources (HR) Payrol l  System,

implemented Januarl '  of 1999.

Scope. The objectives of this audit were to determine whether the seven organizations that were not

lbllowing standard payroll procedures had been granted an exception by the Chie f F iscal Officer and

the Internal Auditor and rvhether the approved exception procedures were being lbllowed. In

addition. we tesled the accuracl' o1' selected payroll transactions during 1c)9c). 
-fhe 

audit was

conducted in accordance with generally accepted government auditing standards. except tbr the

requirement of an external qualitl' control review. and accordingly. included tests of accounting

records and such other auditing procedures as r.'u'e considered necessary in the circumstances. The

audit was perlbrmed during the period of July through Deceniber 1999.

Overall Evaluation. The Chief Fiscal Ofllcer had granted an exception to the seven organizations

that were not follou'ing standard pa1'roll procedures. In general. the approved written payroll
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exception procedures \r'ere outdated in most of the organizations reviewed and were not consistent

R'ith the actual procedures being followed under the new PeopleSoft HR Payroll System. Payroll

input errors were not alwa)'s detected because input was not verified by some payroll sections.

Overtime pa)' at APD was not made timely due to internal processirlg delays.

FINDINGS AND RECOMMENDATIONS

Anchorage Police Department

l .  Approved Exception Procedures Were Outdated.

Finding. 1-he approved written payroll exception procedures were outdated and not

consistent w,ith the procedures being lbllowed under the PeopleSofi FIR Payroll

S1'stem. In addit ion. al l  APD employees havc been included under the exccption

proccdures and thus do not cotuplete their or,vn timecards. 
-fhe 

inter-rt lbr an

exccption to the standard payroll procedures is to make provisions for those

employees who have a diftlcult time preparing and signing their own timecard due

to unique rvork hours or duty'location. Exempting aii employees fiom completing

their ow'r-r tinrecard. including those that work a standard work schedulc in a central

location. places an undo burden on the pavroll clcrks and incrcases the risk ol-errors

as noted in lr inding 3 below.

Recommendation. 
-l-hc 

u'ritten payroll cxception procedures should be revised to

describe the current pa1'roll procedures used under the PeopleSofi HR Payroll System

and be submitted to the Clhief Fiscal Officer lbr approval. ln addition, only those

employees whose w'ork hours or duty location rnakc it diflicult to prepare and sign

tlreir ovn'n t imecard should be exerupted l iom the requirements o1'P&P 24-10.

a.

b.
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c. Management Comments.

recommendations:

Management stated. "This finding makes two

"Concerning the first. APD concurs with the Municipal Auditor that the approved

exception procedures are outdated and need to be revised to include peoplesoft

procedures. As we understand it. a new pa1'roll clerk's manual lbr all rnunicipal

payroll clerks in all departments is in drafi form at city hall. and it will include the

recent updates to the peoplesoft system rvhen it is published. Our best infbrmation

is that it may' be delayed somewhat because of the necessity of including recent

peoplesoft changes: however, it will be revised. published and distributed as soon as

possible. Prudcnt administrative action requires APD to receive that document

belbrc publishing a more detailed procedure for the department. APD intends to use

the municipal rnanual. once it  is published. as thc basis fbr a ntore dctai lcd set of

procedures specif ic to APD.

" fhe second recotnmendation states that only those en-rployees who work irregular

hours or dutl'locations should be exempted fronr the requirements of P&P 24-10.

APD concurs u' i th the Municipal Auditor that "signing lbr their own t ime" is a

procedure not currently in place lbr rcgularll' schedulcd. normal business day

enrplovces. Whilc APD fbresees some lbmridable problenrs with the cstablishment

ol'two payroll svstems fbr the departrnent rather than one. APD interids to work

closely with the Municipal Auditor to fbrmulate rworkable system. if possible."

El'aluation of Management Comments. Management comments werc responsive

to the audit tlnding and recommendation.

d .
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2. Qvert ime Not Aln'ays Paid Tir.nely.

a. Finding. Overtime r\,'as not always paid tirnely because overtime requests were

received b1' the Payroil Section afier the pav period in which the overtime was

worked. Some of the reasons fbr the delay were untimely intemal approvals,

overtime fbrms retained lbr third party billings prior to fbrwarding to the Payroll

Section, and untimely Court personnel signatures required for court appearances. As

a result. emplo-t-ees were not paid overtirne in a timely manner.

Recommendation. The procedures fbr processing overtime should be improved.

Or,'ertime requests should be approved by the supervisor prior to the overtime in

accordance with P&P 40-9, Documenting and Approving Overlime. 
'fhird 

party

billings should be perfbrmed after the overtime request has been submitted to the

Payroll Section for processing. In addition. the need lbr Clourt personnel signatures

on the overtime requests for court appearanccs should be evaluated. It may be more

efficient to process the departmentally approved overtime request in the proper pay

period and match the overtime request to -.dditional supporting documentation for

court appearances alter the payroll has been processed.

Management Comments. Management stated. "AI'l) concurs with the Munioipal

Auditor that overtime pay is not always paid timely. As recommended. APD intends

to review all ol'ertime procedures including issues involving prior approval. third

party billings. and court involvement. Again. APD requests the Municipal Auditor

rvork with the department to streamline procedures and create a more timely systerh."

Evaluation of Management Comments. Management comments were responsive

to the audit findins and recommendation.

b.

- . 1  -
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3. P,a]'roll Input Not Vcrified.

Findine. Payroll input was not being verified for accuracy by APD Payroll Section

personnel. As a result. input errors were not being detected resulting in inaccurate

leave balances. pa)' rates and specialty allowances. Our sample o1'50 time sheets

rcvealed 6 errors w'hicli l.rad not been detccted by Payroll Section personnel. The

errors were as filllows:

leave entered as hours worked (3 instances)

specialtl' allowance entered when employee was on sick leave (l instance)

meal allor.l'ance not entered ( I instance)

a shili difl-ercntial was cntered twice (l instance)

b. Recommendation. Payrol l  Section personnel should veri ly payrol l  input for

accuracv. All errors should be corrected prior to approving payroll.

Management Comments. Management stated. "APD concurs with the Municipal

Auditor that a tigliter s)'stem o1'vcrifications should be crcated lbr lcavc cntries,

specialtl' allowance entries. rncal allow'ances. shift diflbrentials, and othcr related

time accounting entries. 
'l 'o 

correct this finding. APD is initiating more aggressive

procedures b1' the APD Payroll/Personnel Ofilce to spot chcck itself and take more

random samples of its data entries each pay period. Any errors discovered befbre the

pavroll deadline u'ill be corrected prior to approving time lbr payment."

Er,aluation of Management Comments. Management commcrlts Werc responsive

to the audit findinq and rccommendation.

d .
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l .

Anchorage Fire Department

b.

Finding. The approved w'ritten payrollexception procedures were outdated and not

consistent with the procedures being lbllowed under the PeopleSofi HR Payroll

S-v*steni. ln addition. all AFD employees have been included under the exceplion

procedures and thus do not complete their own timecards. The intent fbr an

exception to the standard payroll procedures is to make provisions lbr those

employees r.l,ho have a difllcult time preparing and signing their oll'n timecard due

to unique work hours or duty location. Exempting al l  employees f iom completing

their owu timecard. including those that u,ork a standard work schedule and in a

ccntral location. places an undo burden on the payroll clerks and increases the risk

ot- errors.

Recommendafion. The written payrol l  exception pnrcedures should be revised to

describe the current pa1'roll procedures used under tlie PeopleSoft HR Payroll System

and submitted to the Chief Fiscal Ollcer lbr approval. In addition. only those

emplol'ees whose work hours or duty location make it ditficult to prepare and sign

tlreir ou'r-r t irne should be exempted l ionr thc reuuirenrents of P&P 24-10.

Management Comments. Management stated. "[ concur w'i th the frnding that the

department's current r.r'ritten payroll exceptions procedures should be revised to

describe the current procedures used under the PeopleSofi HR Payroll System and

submitted to the Chiel'Iriscal Olllcer lbr appror.'aI."

"Action to be Taken:

On or befbre Mondal ' .  Ma1' 1.2000. subrnit a rvri t ten r-rpdate to the department's

cllrrent payroll exceptions procedures to the Chiel'Fiscal Officer r.vhich describes the

c .
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procedures presentl)' used under the PeopleSofi I IR Payroll Systcnt and outlines the

department's spcciflc exception requests fbr approval.

"Ljpon receiving written confirmation fiom the Chief Fiscal Ofllcer, I will tbrward

a cop)' of the approved payroll exceptions procedures to the Director of lnternal

Audit."

d. Evaluation of Manaqement Comments. Managemcnt comments were gcnerally

responsive to the audit flnding and recommendation.

Municipal Light and Power

Lonsevitv lJonus Not Alwavs Paid.

Finding. The longevin' bonus r. l 'as not always includecl in an employee's pay. Our

review of timecards fbr the November 7 pay period revealed that. fbr 2 o1- 20

emplor-ces. the ionger.,itl bonus was not included in the cornputation of gross wages.

l'his occurred becausc ML&P manually corrputes thc rate of pay'fbr employces with

longevit l 'and who arc rccciving acting pay. 
' l -he 

computed rate is entered to the

ML&P pre-pa1'roll svsterll wliich interflrccs w'ith the I'eopleSoli HI{ Payroll System

rate as an override rate. In the two instances not€d. the lor-rgcvity pclrtion was not

included as part of the computation due to an oversight. I'hese errors were detected

after thc payroil was processed and corrective action u'as taken during the audit.

b. Rccommendation. Thc longevity'  bonus should alwavs be included in the

computation of gross \\'ages when applicable. Alternativcs to a manual calculation

should be investieated to alleviate the risk of errors and oversisht inlierent in manual

calculations.
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c. N{anagemcnt Comments. Management stated. "ML&P has submitted a system

rnodification request to our IS Division to have the ML&P pre-payroll system

automatically factor longevity on override rates (when applicable). thereby

elin-rinating the need for tl-re manual computation. The estimated completion date Ibr

th is  nr t - rd i l lcat i ( )n  is  . lune 1.  1000.

d. Evaluation of Management Comments. Management comments were responsive

to the audit findins and recommendation.

Public Transportat ion Department

Incorrect Meal Allgwance Code Was Used.

Finding. An incorrect meal al lou'ance codc (MEA) was used on employee

timecards. This caused the nieal allorvance to be included in the Ft,SA overtime rate

calculation overstating the FLSA overt ime pa),ments. Using thc meal al lowance

code "MAP" keeps the meal al lowance f iom being includecl in the FLSA calculations

under the PeopleScil i  I{R Payrol l  Svstent.

Recommendation. The coding error was corrected during thc audit.  However, the

dollar inrpact of the error on the 1 999 payroll should be assesscd and corrective

action taken as necessarv.

c. Management Comments. Management slated.'" ' l 'he Pubiic, l ' ransporlation

b.

Department concurs u'ith thc lrnding and reconrmcndatiou.

as noted and the efl-ect o1'prior miscoding rl'as determined

llrther reviervs are contemplated."

Thc corrcction was made

to be very minor and no
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d. Evaluation of Management Comments. Managemellt  comments were responsive

to the audit finding and recommendation.

2. Approved,Payrol l  Exception Procedures Were Not Current.

Finding. The approved writtcn payroll exception procedures were outdated and not

consistent with the procedures being fbllowecl uncler the PeopleSoli HR Payroll

System. Some changes to the process have been made and new reports are used as

a result of the implententation of the PeopleSoft HR Payrol l  System.

Recommendation. The written payroll exception prclcedures should be updated and

approved bv the Chiel 'Fiscal Ollrcer and thc Irrternal Auditor in accordance with

I '&P  24 -10 .

Mana&ement Comments. Managemcnt stated, "The Public T'ransportation

Department concurs u'ith the finding and recommendation. 'Ihe 
pending upgrades

to the PeopleSofi applications ma) cause changes in the current procedures.

Additionalll'. the Department is assessing the 
'l'ime 

and Attendance systems

alternatives including the acquisit ion of a " ' l ' -ront Irnd" computer application that

n'ould automate the process. 
'l-hc 

et'fects ot'both the PeoplcSoli prpgrade and the

automation of the currcnt t imc card system wil l  be considered. and t lre payrol l

exception procedures n'ill be updated this year acCordingly."

d. Evaluation of Management Comments. Management cornments were responsive

to the audit findirlc and recommendation.

b.
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l .

Faci l iLv Maintenance Divis ion

Approved'Payroll Exception Procedures Were Not Current.

Findine. 
'fhe 

approl'ed written payroll exception procedures were outdated and not

consistent with the procedures being fbllowed under the PeopleSoft HR Payroll

System. Some changes to the process have been nracle and new reports are useci as

a result of the implementation of the PeopleSoli IIR Payroll System.

Recommendation. The written payroll exception procedures should be updated and

approved by the Chief Fiscal Officer and the Internal Auditor in accordance with

P&P 24 -10 .

Management Comments. Management stated. "Propertv & Iracility Management

concurs rvith the Auditors Finding regarding "Approved Payroll lixception

Procedures were not Current". Steps are being taken to rewrite the Payroll

Exceptions Procedures to rellect the changes in the procedures that have occurred

n'ith the new PeopleSofi program."

Evaluation of Managemcnt Comments. Management comments were responsive

to the audit llnding and recommendation.

Time Documents Not Aln'a) 's Authorized.

a. Finding. Overtime Request lbrms and Acting Assignment Pay Authorization

Request fbrms w ere not alwal,s approved by the Department Director prior to payroll

processing. Specificallt'. of the 22 emplolees tested lbr the pay period ending

September 26. four employees' overtime request fbrms and three employees' acting

b.

c .

d .

2.

-  t 0  -
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c .

request fbrms were not appro'v'ed bir thc L)epartment Director. In addition. leavc

u'ithout pa) hours \vere ltot supported by an authorized lcave slip filr one employee.

b. Recommendation. The unscheduled overtime request forms and acting

authorization request fbrms should be submitted to the Depaftment Director for

approval in a tinielv manncr. All lcave should bc supported by properly authorized

leave sl ips.

Manasement Comments. Management stated. "Property & Facility Management

concurs with the finding of the Auditors report. which states "Time Documents Not

Always Authorized". Written documentation has gone out to all division managers

and staff indicating that all documents needing approval are to be authorized prior

to the date on the document. Attached to this document was Municipal Policy and

Procedure 40-9 (Documenting and Approving Overtime)."

Evaluation of Management Comments. Management comments were responsive

to the audit finding and recommendation.

Call-Out Par. '  Was Not Alw'ays Correctl) 'Computed.

Finding. Call-out pa)'was not always computed correctly by payrol l  personnel. Our

sample of 22 employees revealed one employee was underpaid $5.55 and two

employees were overpaid $2.06 and $.74 respectively fbr call-out pay when the call-

back guarantee por-tion of the call-out pay was not correctly computed.

Recommendation. The contract provisions fbr call out pay (JCC ehicle 5.8) should

be strictll' followed to ensure that pay is compuled properly.

d.

J .
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c. Management Commen(s. Management stated. "Property & Facil i ty Management

concurs with the Internal Auditors finding regarding "Call-Out Pay was not always

Correctly Computed". Steps have been taken to check and double check all Call-Out

and,Call-Out Guarantee Pay that is worked. The computation is being checked by

2 additional people belbre the amount is subrnitted to payroll."

d. Evaluation of Management Comments. Managcment comments were responsive

to the audit flndinu and recommendation.

4. Timecard Data Was Not Always Accurately Entered.

Finding. 
'l 'imecard 

data was not always accurately cntered into the payroll system

lbr pay'ment. Our samplc o1'22 timccards revealed one instance where eight hours

ol'sick leave u'as entered as regular hours worked. Although vcrificaticln procedures

were in place. the error was not detected.

Recommendation. Payroll input should be carefully reviewed fbr accuracy and all

errors corrected prior to appror ing tinre for payment. ln addition. the employee's

leavc record should be corrected to record the cielrt hours o1'sick lcave.

N{anagement Commcnts. Management stated. "Property & Facility Management

concurs u'ith the Internal Auditors findings regarding "Timecard Data Was Not

Alway's Accuratell' Entered". Steps have been taken lbr the individual supervisors

to check the approve time report that is generated when payroll is entered. to insure

that employees time has been entered correctly into the payroll systpm. I1'an error

is fbuncl the pa-"-roll clerk can ad.just the tirne accordingly."

Evaluation of Management Comments. Management comnlents were responsive

to the audit llnding and recommendation.

l 2

a .

b.

d.
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Public Works Department

Street Maintenance Division

Timecard bata Was Not Alwa)'s Accurately Enterctl.

a. Finding. Timecard data was not always accurately input to the payroll system. Our

sample of 89 timecards revealed lbur errors which had not been detected by payroll

personnel. Although veritlcation proce<lures were in place to review the accuracy of'

data input. all errors were not being detectcd. 
-fhc 

errors wcre as fbllows:

training entered as regular time ( I instance )

annual leave entered as sick leave ( I instance)

shifi pay entered improperly (l instancc)

regular t ime overstated (I instance)

b. Recommentlation. Palrol l  input should be carelul ly rcvicwed lbr accuracy and al l

errors corrected prior to appro'u'ing time lbr payment. In addition. employee time

rccords sliould be corrected as neccssan'.

c. Management Comments. Management stated. "Since the consolidation of Payrol l ,

non-standard pa1'roll procedures hal'e becn t:liniinated. All payroll procedures are

consistent w' i th Municipal Policies and Procedures. I 'ayrol l  input is reviewed fbr

accuracv and all errors are corrected prior to approving time fbr payment. Employee

time records are corrected as necessary and a copy is sent to them."

d. Evaluation of Management Comments. Management comments were responsive

to the audit flndins and reconimendation.

l l  -
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FLSA Overtime Rate Not-Always Computed Properll,.

Firtdine. 
'l 'he 

FI SA overtime rate was not always properly computed in the

PeopleSoft HR Payroll System. For example, the overtime premium on shift

differential pay was included in the computation of the FLSA overtime rate

overstating the FLSA rate. We also found that longevity pay lor holidays and annual

lehve days r.l'as included in the Fl-SA ovcrtinre rate c()mputation even though the

computation excluded the annual leave and holidays (pay period errding July 18). In

addition. the FLSA overtime rate computation included holidays that were not

uorked since the labor contract considered the holidavs as hours worked.

Audit Comment. 
'l 'hese 

issues were discussed rvith management and corrective

action was implemented to resolve the discrepancies during the audit.

Discussion With Resnonsible Officials. The results of this audit were discussed with appropriate

Municipal ot1-rcials.

.\udit Stafl :
Amy McCollum. CIA
L i l y ' L i ,  CPA
Mar-tin Hoffer. C'PA

b.

-  1 4  -


