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UNITED STATES GENERAL ACCOUNTING OFFICE

WASHINGTON REGIONAL OFFICE
FIFTH FLOOR

" 803 WEST BROAD STREET
%%‘%’@"‘ FALLS CHURCH, VIRGINIA - 22046

FEB 27 1975

Colonel Edward B, Finch, Jr.
Comptroller lﬁlbf
U.S. Aray lidlitary District of Washington @L
(  Department of the Army
Building 48
Fort Leslie J. ikclair

s

Washinston, D.C. 20319
Dear Colenel Finch:

We have cxanined the civilian payroll system of the U.S. Army HMHilitary
District of Washington (11DW) as part of a Gencral Accounting Office (GAD)
review of selected civilian pay and allowance systems in the Department é:(
of Defense. OQur examination, which covered payroll and leave procccurcs
and internal controls in effect during calendar years 1973 ana 1074,
included tests and cvaluations of procedurcs and controls in both the
manually operated and the automated parts of the system.

This report contains information on four matters noted in our cxanina-
tion: a need for nore effective training and supervision of timchkecpers;

a nced to insure correct insurance deductions for trausferring enployees;

an opportunity for cost savings by issuing composite checks; and an oppor-
tunity to reduce costs by iraking fewer computer printouts of ernployees!
naster records. Cur Findings, conclusions, and recoimendations on other
system improvenents we believe are needed will be included in a separate,
iore conprehensive report.

&>

TINEXEIPERS SUOULD DE GIVEN MORL
EFFECTIVE TRAINING AND SUPTRVISION

Timckeepers in organizations served by 1N have not alvays followed
procedures necessary for insuring accurate processing of pay and leave
data and reducing opportunitics for irrcgular acts. Ve believe these
deviations from good timekeeping practices can be attributed largely to
timekeepers! failure to clearly understand and correctly apply pay and
leave reguvlations. Experience has shown a high degree of correlation
between the oxtent of training and supervision given timekecpers and the
nuier of payroll and lcave errors.
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Under Army Regulations (AR 37-105), Army civilian payroll offices
are responsible for supervising time and attendance reporting as it per-
tains to timekeepcrs® technical functions,

MDY conducts timekeeper training sessions only upon recuest by the
organizations it serves and does not uniformly provide timekeeping
instructions to all timekeepers. OCur survey of timckeeping opcrations
showed that 11 of 16 timeckeepers we contacted in various organjzations
had not been siven any training by DV and that 3 of the timelcepers did
not have any timekeeping manual to consult.

Ye believe iDW's technical supervision of timekeeping functions has
not been intensive enough to insure compliance with pertinent regnlations
and the correctness of information on time and attendance rcports. 'The
need for more effective control over timekeeping operations is illustrated
by the following examples of timekeeping errors.

Incorrect payment for overtime

An incorrect salary paynent was made because a timekeeper did not
correctly apply overtime regulations. Although overtime can be paid only
for time worked in excess of & hours in-a.day or 40 hours in a week, a
part-tine enployee with a 55-hour biweekly tour of duty (5-1/2 hours
a day) was overpaid $127.77 for "overtime' in 6 of 10 pay periods froi
November 5, 1972, to MHarch 24, 1973, for simply working more than her
normal tour of duty.

Errors in night-differential pay

We scamned time and attendance reports for three payroll organiza-
tions for one pay period and found five underpayments and one overpaynent
of night-differential pay. These errvors apparently were made because
timekeepers were not familiar with rules on night-differential entitle-
ments for General Schedule employees. '

Duplicate payment

Fhen payroll processing responsibility for an organization served
by MDY was transferred to a payroll office in St. Louis, time and
attendance reports for one employee were received by both pavroll offices.
As a result of this timekeeping error, a paycncck for 50 hours was issucd
by the St. Louis office and a duplicate paywent for 16 of these hours
(first 2 days of the pay period) was made by D,
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Timekeepers' lack of contact
with cuployces )

The GAO Policy and Procedures Manual for Guidance of Federal Asencies
(6 GAQ 16.2) provides that persons responsible for tince and attenduvice
reports should have positive knowledge of employees' presence or assence
before narking the reports. Ve noted the following situations in wialch
timekecpers® lack of knouwledge of cmployces' whereabouts caused payroll
problems.

One tinmekecper submitted an 80-hour time and attendance report for
a highi-level official who had transferred to ancther Government dcpartient
at the end of the previous pay period. The timekeeper <id not have close
enough contact with the emnloyee to know about the transter. The ervor
came to light vhen the enployee revorted receint of an unearned and
illegal 80-hour paycheck,

Another timekeeper cxplained the problen of lceping time for inter-
nmittent, part-time consultants wvhose work often is not cone at the tine-
keeping location. ‘e noted instances in which back payments verc nade
to & consultant several months after consulting services vere rendered
because timekecpers did mot know consultation work had been perionie
MDY has not furnished timekcepers any guidance on rrocedures to be
followed in situations of this kind.

[
[ o

A timekeeper for summer student typists did not keep a daily
record of these employces' time and attencance. A supnlemental, retro-
active paynent for 40 hours was nmade to one employee vho claimed she
had worked during a period for wiich a "zero' time and attendance repert
was subnitted. )

ronrecording of compensatory leave

A timekeeper, on the advice of her supervisor, kept informel records
of compensatory leave earncd and taken by cuployees but did not report
this leave on tirme and attendance reports. Arny Degulations (AR 37-105)
require that the cxact time of all absences from duty e reported caily
on official time and attendance reports.

Recommendations -
L

We recommend that, to increase the effectiveness of Dil's technical
supervision over timekeeping operations, you direct responsible [
officials to

--provide classrocu training in tinckecping »rocecurcs to all
tinekeepers, alternates, and supervisors,
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--provide timekeeping manuals to all timekeepers, and
--gstablish a wmonitoring system to male sure prescribed tine-
keeping procedures are followed and identify timekeeping

operations needing special attention.

Agency action

Payroll office personnel agreed to correct tiic errors noted abovc.
The Finance and Accounting Officer agreed there is a need for better DU
supervision of timekeeping activities and saia timekeepers will be given
increased training and supervision as vecoimcenaed above. le believe
this proposed action, if effectively carried out, will strengthen HDi's
control over timekeeping operations.

NEED TO TISURE CORRECT INSURANCE
DEDUCTIONS FOR TRANSFERRING EMPLOYEES

Excess deductions for life and health insurance premiums were mace
from the pay of transferring employees because 1DV did not follow pre-
scribed procedures in making these deductions.

The Federal Persomnel Manual  (supplement 890-1) inmstructs “losingh
payroll offices (offices from which employees transfer) to nake all adjust-
ments to insurance deductions up to the dates of transiers and "gaining®
payroll oiffices (offices to which employees transfer) to make all adjust-
ments after those dates,

MDW, instead of following these instructions, made insurance deduc-
tions for entire pay periods from the pay of ciiployees who transferred
during pay periods to other payroll offices. Yhen gaining offices made
deductions for parts of these periods, excess deductions resulted. For
exaiple, we noted five instances during one pay period in which trans-
ferred employees were overcharged a total of $32.22 bLecause both MMV and
gaining payroll offices deducted insurance premiums for the same days.

Because dates through which MDW made deductions were shown on trans-
nittal forms sent to gaining offices, MDI assuied those offices would make
appropriate adjustments to avoid overcharges. This assumption, however,
wvas not consistent with Federal Personnel ‘anual instructions nor with
assumptions made by saining offices followingktaose instructions,

Althouch the overcharges in these instances were velatively small,
they illustrate the recurring nature of errors caused by Mi's failure
to follow prescribed procedures. e could not neasure the unasnitude of
errors of this type because overcharges could not be readily identified
from DU records.
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e suggested and payroll office officials agreed to prorate insurance
deductions for transferring eaployces as required by the Federal Personnc
tanual. o understend such o procadure has since been put in elfect. |
believe this procedure, if clearly understood and unifomaly followed by

all payroll clerks, will help to prevent insurance overcharges.

oy

OPPCRTURITY FOR COST SAVINGS
BY ISSUTHG COMPOSITE CHECKS

Federal employees can have their paychecks sent directly to banks or
other financial institutions. Uhen several cmployees have accounts with
the same institution, a Tederal agency can reducc paverwork by issuing
a single check, rcferred to as a 'composite” chieck, to the institution.
Although employees on the DV payroll often have accounts with the sane
financial institutions, DY does not issuec composite checks. Instead, it
issues a separate check to each ciployee and separately malls these checks
to the institutions,

The benefits of composite checks are pointed out in a Department
of the Treasury letter dated Scptember 28, 1970, to heads of departrents
and agencies and others concerned. 'This letter cexplains that couposite
checks not only are uore economical than separate checks but also are
less susceptible to theft-and forgery, thus providing benefits to the
employee and the agency.

In the absence of complete information at ilbl, the amount of noney
MDY could save through composite checks could not be preciscly cstirated.
Howvever, on the basis of (1) a Defense Audit Agency report dated llay 3,
18973, on the number of individual paychecks the Defense Intellizence
Agency could elininate by issuing composite checks and (2) information
provided us by the Department of the Treasury on the average cost of each
paycheck eliminated by other Army civilian payroll offices using comnposite
check procedures, we estimate {IDW could save at least $15,000 and possibly
as nuch as $23,000 a year by issuing composite checks.

According to MDW officials, lIDVW has rccognized the advantagses of
composite checks but has not adopted them because timely delivery of
checks to financial institutions could not be suaranteed under the wayroll
system as currcently operated. The oiflcials agreed this prollem could te
overcome by naking appropriate changes to the systenm, In our discussion
of this matter, you assured us that the necgssary systeinn changes will be
rmade. Ve believe this action, if cffectively carried out, will result
in substantial cost savings and increased control.
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CPPORTUSITY TO REDUCL LQFAS BY
N0

- ¥ T
SAKING FEVER COUPUTER

A computer's ability to rapidly process large volumes of data sone-
times results in more counuter output than is needed. e believe finon-
cial managers should periodically review computer products to rake sure
they satisfy valid needs. To the degree that unnceded products are
generated, insfficiency exists and unnecessary costs arc incurrcd.

Ye believe DV has an opportunity to reduce its operating costs,

without adversely affecting payroll and leave opcrations, by wa‘ir”

fawer conputer printouts of master record change docamcnts (ments).

These documents, wiiich contain information from enployvees' master records,
are wrovided by the computer center to the payroll of ilCP each pay neriod
for cach active eaployee.

MDW officials estimated that about 696,000 IRCD's are vrinted
annually. As indicated below, it appears that less than one-third of
these documents arce nceupc Afccording to DV officials, the payvroll oifice
uses about 100,000 (RCP's a vear, as follows: (1) a*o“* 092,000 as vefer-
ence docunents for yTCP&Tlnf quarterly reports oy Luuoldjv' taxes and
social security and retircment deductions, (2) a‘out 75,000 as couputer
input documents in making permanent changes to c;alo)ees aaster records,
and (3) about 25,000 as a pernancnt f£ile of all employees' master records.

The remaining 506,000 MRCD's, ¢ CCO“ﬂlwg to 1DV officials, arc usco
to verify separating cmployces' leave and savings Lond ualdnCLJ and to
answer pay and leave cuestions that arisc from tine to time. Ve belleve
these (RCD's are not needed because, according to DY officials, (1) inforra-
tion to answer cucstions -and to verify bLonc¢ balances is on file in the pay-
roll office in othier forms and (2) leave infermation on separating en:loyces
{estimated at 5,700 a vear) can casily be added to an existing corouter
listine (Extract iron Personal Services) provided to the nayroll oFfice
each pay period. The cost of making this change, accorxding to an !BV
official, would be about §730 (one computer ﬂrorrancr' salary for
2 weeks). Additional computer printing costs were estimated at about
$370 a year.

On the basis of inforration provided by !DVW officials, we estinate
that liniting the production of [RCD's to 190,000 a year could save as
much as 015,000 a year in conruter time, prd ntcw fomis, and personncl
costs. This estimate recosnizes offsetting costs that would be incurred
in providing leave inforiation on sepavating enployeces in the alternative
form discussed above.
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Recomnendotion

Vi

e recommend that, for increased cfficiency and cconomy in MU opcra-
tions, you reduce the production of MRCD's to tiosc needed Ly the payroll
office in preparing qua 1torly reports, naintaining a pnerwancnt file of

mployees' master records, and maklng permanent chanﬂ“% to these recorsds,

Ve wish to express our appreciation for the splendid cooperation
xtended to our representatives by members of your staff during our
review. You may be sure it is our desire to continue the constructive
relationsnip ueveloyCQ curing the review and to assist you in any vay
can in making desirable payroll system improverments.

Fe shall appreciate your corments on any action taken or planncd by
you on thc natters ul%cussed in this report. Ve shall be happy to reet
with you or menbers of your staff to discuss these ratters Ln1t}nL if

you desire.

A copy of this report is being sent to the District Manager, Last
Central District, U.S. Army Audit Agcency.

Sincercly yours,
.f‘
IVAEJLh&ifij

. L. Kricger
Regional lfanager
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UNITED STATES GENERAL ACCOUNTING OFFICE

WASHINGTON REGIONAL OFFICE
FIFTH FLOOR
803 WEST BROAD STREET

FaLLs CHURGH, VIRGINIA 22048

FEB 27197

o

Mr, M. R. Di Fulgo
District lanager
East Central District
U.S5. Army Audit Agency
Department of the Army
6701 Eldridge Landing Road
Linthicum Heights, taryland 21090
Dear tr. Di Fulgo:
Enclosed for your information is a copy of our report to the
Comptroller, U.S. Ammy Hilitary District of Washington, on certain
needed improvenents and opportunities for cost savings in the

operation of the District's civilian payroll system.
Sincerely yours,
jlas ("}u“f\”—"/
[
li. L. Krieger
Pegional llanager

Enclosure
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