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Background 
In FY24 the Office of Internal Audit (OIA) requested funding to utilize our contingency audit 
contractor, CBIZ Risk and Advisory Services, to conduct an audit of payroll operations and a 
budget was provided for this task. Major concerns prompting the audit were turnover of key 
payroll staff members and the implementation of Collective Bargaining Agreements (CBA)s 
which are new to the City. The purpose of the audit was to conduct a review of payroll 
operations to identify areas of improvement to reduce risk of error or fraud.  

OIA sent questionnaires to all departments regarding which departments had written policies, 
staffing, budgeting, and other key metrics. OIA provided the questionnaire to CBIZ as well as 
copies of all City CBAs, relevant Administrative Regulations, (ARs), and departmental polices. 
CBIZ conducted a risk analysis of the information and recommended that they focus their hours 
of work on the following departments (DCHS, Fire, ITS, Police, and T&ES)  

Purpose, Scope and Methodology  
OIA coordinated with ITS to provide five (5) years of payroll data from FY20 – FY24. CBIZ 
interviewed key department stakeholders and then analyzed the payroll data to identify areas for 
detailed testing. CBIZ requested samples to verify their review of the payroll data. Based on the 
budget and time available they focused on findings related to retroactive pay, overtime, telework, 
and the general City policies and procedures. CBIZ provided recommendations for immediate 
implementation which can be followed by additional audit work regarding other types of pay.    

Findings, Conclusions, and Recommendations 

Retroactive Pay 
CBIZ determined that the City pays a large amount of retroactive pay each year. OIA confirmed 
CBIZ’s analysis for FY24 and determined that a high average number of actions and expenditure 
amounts were submitted each pay period in FY24. CBIZ determined that retro pay was largely a 
function of failure of supervisors to conduct timely performance evaluations. Additional 
interviews indicated that if the performance evaluation process is not started several weeks prior 
to the anniversary date, that retro pay would be unavoidable. OIA consulted with OMB and 
determined that since merit increases are part of each department’s personnel budget the 
financial impact is minimal, except to the extent that retro pay causes increased work for the 
Finance-Payroll staff who must adjust records for each pay period.   

The extent that retro pay impacts on employee morale, work performance, and attrition was 
another area that we wanted to investigate. OIA identified that for personnel leaving the 
organization in FY24 almost 20% of them were issued retro pay. We are not aware of the 
number of personnel who left the organization that were owed a merit increase. To address the 
issue of retroactive pay CBIZ recommended the City take the following actions:  





Department Response 

The Finance Department agreed to use the Fiscal Representatives meeting and a Department 

Head meeting to remind the organization of policies regarding prior approval of overtime. 

The department stated that requirements for ana�ysis prior to approval of overtime would 

require a broader strategic discussion regarding overtime. They stated that a more modern 

approach to tracking and approval of leave requests and hours work.ed was being explored. 

They have deployed an ana�ysis tool which will be used by departments to identify duplicated 

pay codes. 

Telework 

CBIZ detennined that City regulations are largely silent regarding telework. A.R. 6-14 and A.R.

6-18 which are the key regulations do not mention telework at all. fu March 2023, the City

Manager issued a memo which clarified expectations for teleworking staff members. CBIZ

analyzed the payroll data and detennined that the City Manager's memo is largely being

complied with. CBIZ noted some exceptions to the telework directive in that some personnel had

recorded more hours than were authorized and the range of these exceptions ran from ve1y

minimal to excessive.

Conversely, when OIA reviewed the CBIZ data we observed instances of personnel who may be

teleworking which have not recorded any telework hours. OIA assesses that it is highly likely

that some of these employees are teleworking. CBIZ recommended the City take the following

actions:

8. The City Manager's memo be memorialized in ARs.

9. That the telework authorization fo1m be modified to list the maximum number of hours.

10. That supe1visors should receive training regarding the telework policy to allow for unifo1m

enforcement of standards.

Department Response 

DHR agreed to propose an update to AR 6-14 Hours of Work and Special Pay to include the 

City Manager's guidance on telework. The draft of this update will be submitted to the City 

Manager and bargaining units by March 2025. They have also agreed to update the telework 

authorization form and create a training course for personnel regarding enforcement of the 

standards. 
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Policies and Procedures 

CBIZ analyzed the CBAs and the policies and procedures and identified policy gaps in the ARs, 

and departmental regulations. Their analysis of the CBAs was provided to the Acting Chief 

Labor Relations Officer for their review. CBIZ also determined that the City ARs, and 

department level regulations generally are out of date. CBIZ recollllllended the City take the 

following actions: 

11. That the City establish a governance process to ensure that the policies are reviewed based on

a regular schedule.

12. That AR6-14 and 6-18 be updated which would lead to additional department level policy

review.

13. That procedures be put in place to hold staff accountable for non-compliance.

Department Response 

DHR agreed to propose an update to Chapter 6 identifying a schedule to review the 

administrative regulations. They have also agreed to propose updates to AR 6-14 Hours of 

Work and Special Pay and AR 6-18 Attendance and Leave. As per their response to the 

telework recommendations they have committed to creation of training materials for 

supervisors. 

Conclusion 

The depaitments that were selected for this review account for 70% of the City's budget and 

62% of the FTE count. Recommendations made by CBIZ, if fully implemented would improve 

discipline, greatly reduce Retro pay, reduce some of the ove1time expenditures, and increase the 

integrity of the telework program. Additional audit work can be done to look at payroll 

processing and other pay types at the discretion of the City Manager. 

CBIZ identified problems when they analyzed ove1time which resulted in the creation of the 

analysis tool for departments to review their payroll and make co1Tections. If they were to review 

the payroll entiy methods, it could result in the reduction of payroll entiy methods and 

improvements to those methods that remain. Another concern is verification of shift differential 

and standby and callback pay. Verification of these methods would also suppo1t our external 

auditors by providing more suppo1ting evidence that our payroll processes are sound. 
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Recommendations 
OIA recommends that the Chief Human Resources Officer take the following steps: 

1. Distribute automated notification reports to department heads 30 to 60 days prior to the
employee’s anniversary date

2. Create an automated review process with digital signatures to eliminate problems of
performance reviews having to be inter-office mailed

3. Create guidelines for supervisor accountability to address those that do not submit timely
performance evaluations

8. The City Manager’s memo be memorialized in ARs.

9. That the telework authorization form be modified to list the maximum number of hours.

10. That supervisors should receive training regarding the telework policy to allow for uniform
enforcement of standards.

11. The City establishes a governance process to ensure that the policies are reviewed based on a
regular schedule.

12. That AR6-14 and 6-18 be updated which would lead to additional department level policy
review.

13. That procedures be put in place to hold staff accountable for non-compliance.

OIA recommends that the Chief Human Resources Officer take the following steps: 

4. Fully implement policies requiring prior authorization of overtime.

5. Require analysis of fiscal year overtime prior to approval.

6. Standard approval form should be created.

7. An analysis tool should be developed by the Finance Department to identify duplicated pay
codes leading to unnecessary overtime.
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Department Response 
OIA received responses from the Department of Finance and Human Resources and has listed 
them with each section of this report. OIA will follow up with the respective departments until 
the recommendations have been fully implemented. Copies of the responses are attached. 










