‘UNITED STATES GENERAL ACCOUNTING OFFICE

: WASHINGTON, D.C. 20548
|

INTERNATIONAL DIVISION

JUL 131970

AT

Mr. Charles F. Flinner, Controller
Agency for International Development

Dear lr. ?li}mam

We have exemined into selected payrell records applicable to
centrally-paid American employees of the Agency for Intermational
Development; and have made sn evaluation of the agency’s metheds of
determining employes entitlement to pay and leave., WUs are apprising
you of our findings because we believe that you may wish to consider
them in conjunetion with your current plans for redesigning the
centralized payroll system.

Our work has inmdicated that the agency®s methods of determining
employes entitlement to pay and leave need to be improved in three major
areas. We have found that {1) unreconciled differences between smployes
rolls maintained for payroll and personnel purposes prevent management
from ensuring that all payrolled persons are authorized employees of the
agency, (2) the established method of controlling the time and attendance
of transferred employees while they are in an in-transit status has been
ineffentive; and {3) primary reliance on the work of individusl time-
keepera for the computation of employee leavs balances hag resulted in
two different sets of leave balances for most of the employees, naither
of which is a relisble record of employes entitlement to leave.

The detalils of our findings in each of these areas are included in
the attachment to this letter entitled United Stetes Generel Accounting
0ffice Ohservations and Suggestions for Improvement with respect to
Mothods of the Agency for Internstionsl Development in Determining
Enployee Entitlement to Pay and Leave, dated July 13, 1970.

Baged on the resulis of our work &8s a whole, we have concluded that
the design of the payroll system ls defective because it is based on a
concept which does not provide for sufficient controls to ensure that
valid date hss been taken into account in determining employee entitle-
ment to pay and leave. We believe that the system relies too heavily on
the compilation of unverified data generated by numerous individuals
throughout the agency and on centrally-directed efforts to monitor the
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work of those individuals on an after-the-fact basis. In our opinion,
the experience gained to date from the operation of the payroll system
shows that the implementation of this centraliszed-monitoring coneept has
been too large & task to be practical.

Accordingly, we recommend that the system be redesigned to place
primary reliance on controls exercised by organisational units within the
agency and on automatic conirols applicable to the data compiled by the
organizational units. We have noted that your current plans for
redesigning the system contemplate greater reliance on organizational
units. We urge you, however, to conslder ocur findings in their entirety
in arriving at the plammed redeaign of the system because we believs that
corrslated corrective action is needed in each of the areas identified
by our work.

We recoamend also that immediate corrective action be initiated to
establish the organigational unit controls and ths reporting requirements
needed for the planned redesigned system. We recognise that a changed
concept cannot be fully implemented until the central data processing
aspects of the planned system are designed. We believe, however, that
immediate corrective action would, in addition to improving existing
controla as soon as possible, facilitate the eventual installation of
the planned redsaigned system,

In view of our findings and your plans for redesigning the payrell
system, we believe that you should consider withdrawing the agency's
resubmission of the existing system for design approval by the General
Accounting Office, which was resubmitted on December 9, 1968.

Another matter to be counsidersd in redesigning the payroll system
is the proposed common data processing facility for the foreign affairs
commmunity. We have advocated that the joint working group that has been
formed to implement plans for a common data processing facility direct
its efforts towanrd the development of common systems to the maximum extent
practicable, ths improvement of systems deslgn and programmning of all
computer applications, and the consideration of existing or proposed plans
of the foreign affairs agencies for the upgrading or changing of their
existing computer systems, We therefore suggest that you coordinate your
plans for redesigning the payroll system with the Joint working group.

We will apprsciate your contimuing to keep us informed on all planned
and actual changes in the design of the centralised payroll system.

cerely yours,

A M cite

rank M. costa
Aggigtant Director

Attachment
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UNITEJ STA‘I‘ES GENE&AL ACGOUNTIMQFFICE

GENERAL COMMENTS

The observations and suggestions for improvement that follow are
based on examinations into selected payroll rescords appliecable to
centrally-paid American employees of the Agency for International
Demlqpment. Based on the results of this work as a whole, we have
concluded thtat the design of the agency's centralized payroll system
is defact.iveﬁ because it is based on a concept which does not provide for
sufficient controls to ensure that valid data has been taken inte account
in determining employes entitlement to pay and leave.

¥We believe that the system relies too heavily on the compilation of
unverifisd data gensrated by mumerous individuals throughout the agenoy
and on eentrally-directed efforts to monitor the work of those individuals
on an after-the-fact bagis. We advocate a redesigned system that places
primery rellance on controls exsreised by organizationsl units within the
agency and on automatic conirols over the data compiled by the
organizational units.

INABILITY TOMSURE ‘I‘HAT PAYROLLE . PMDNS

We have found that persons included on the payroll do not correspond
with persons included on the roll that is maintained for personnel pur-
poses, and that the differences between the two rolls cannot be readily
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resonciled. Bacause personnel actions are the zuthority for inclnding
employeea on the payroll, the unreconciled differences between the two
rolls prevent management from emsuring that all payrolled persons are
suthorized employees of the agency.

We have noted that & procedure has been established for comparing
the persons on the payroll with the persgons on the persomnel roll., We
undersgtand; however, that the comparison has never been an effective tool
for chacking the validity of persons included on the payroll because the
two rolls were not designed to be compatible.

The established method of comparing the two rolls is to match the
social security muubers of persons listed on each roll. As of March 25,
1970, such a comparison showed that about 1,810 items did not match.
These items consisted of unmatched social security numbers included on
both rolls.

We epamined into a randomly-selected sample of the unmatched items
to determine the probable nature of all the urmatched items. Our resulte
ing estimote of the compogition of the unmatched items is shown below:

Unmatched items with mdching names 900
Remaining urmmatched items:

Listed on personnel roll only 515

Iisted on payroll only 395 910

Total 1582

As indicated above, about half of the non-matching items represented
persons whose names appeared on each roll. Host of these items in our
sampls appeared to be employees who had been identified on the two rolls

with non-matéhing social security numbers. The remaining items in this



category were identified as non~-natching items because of persons who had
been included more than once on the same roll.

We believe, therefore, that significant progress can be made toward
making the two rolls compatible by improving data processing procedures
to eliminate the high incidence of clerical errors in the maintenance of
employes recovds.

We did not review personnel records to determine the status of the
eptimated 515 peraons who were included only on the personnel roll, but
we understand that certain categories of authorized ewployess are not
supposed to the inoluded on the centrelised payroll. In our opinion, the
exigtence of this kind of incompatibility between the two rolls creates
a ppecizl oﬂportunity for salary payments to be made to unauthorised
persons so that a comparison of the rolls would not disclose them.
Although we have found no evidence that such unauthorized payments have
been made, we believe that & special effort should be directed toward
eliminating this agpect of incompatibility betwsen the two rolls.

With respect to the estimated 395 persons listed only on the payroll,
our teste indicated that about 340 were persons who had not been psid for
the most recent pay period., We identifisd most of the pergons of this
type in our sample as inactive employees, although not all had been
identified on the payroll with a drop indicator. Those unpaid perasons
who could not be positively identified as insetive employess were carried
on the payroll es consultants and when-actually-employed employees--two
categories which we believe should be considered as synonomous with
inactive mp]%_oyeea during periods when they are not employed.



We believe that the removal of all insctive employees from the
payroll as they become inactive would bs & useful step in meking the
two rolls compatible. It appears that such a step would substantially
reduce the number of perscns to be investigeted becauss of thelr seemingly
unauthoriged appearancs on the payroll. We belleve that the separate
handling of insctive employees would also provide better control over the
oecag:ional payments that arve frequently made to employses after they have
beco;w inactive.

Our tests indicated that the remaining persons who appeared enly on
the peyroll,: estimated to be 55 persons, hed been paid for the most recent
pay period. We found no evidence in our sample that persons of this type
were not entitled to be pald except for the fact that they were not
included on the personnsl roll. Such omissgions frem the personnel roll,
howsver, wonld seem to call for a thorough investigation of each case ag
it 13 disclosed, but this is not practical under present circumstances.
We believe that it would be practical if all unnecegsary differences
between the two rolls, ag previeusly described, were eliminated.

in our opinion, the inebility to emsurs that all payrolled persons
are authorized employees of the agency is a basic defect in the payroll
system., We believe that the precise munber of authorized active employees
of the agency should be known at all times and that each of those employ-
ees should be ldentifisble in terms that will permit overall controls over
the other data needed to determine amployee entitlement to pay and leave.

Because persornel actions are the suthority for ineluding employees on
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the payroll, we believe that one of the purposes of the personnel roll
- should be to provide the means for egtablishing such controls.
Accordingly; we suggest thet the persozmei roll be incorporated into
the design of the psyroll system for the purpose of establishing overall
controls over determinations of employee emtitlement to pay and leave.

LS
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INEFFECTIV OF CONTROLLING

We have found that employees who have been transferred, with
aunthority to perform international travel prior to reporting at their
new agsignments, are frequently in an in-transit status for extended
perdods, and that the agency has weak controls over the time and attend-
ance of such employees while they are in an in-transit status. As a
resgult, invalid determinations have been made of their entitlement to
pay and leave.

Part of the difficulty in controlling the time and attendanee of ine
transit employess stems fyrom the verying edrcumstances governing their
in-transit pericds. The ciroumstances can vary from a relatively simple
cese of direct travel beilween two assigmments to a complex cags involving
soveral periods of travel to different locations for a combination of
leave and temporayy work asslgmments prior to reporting at the permanemt
asgignment location. Moreover, a complex case somebimes involves an
employes whogse plans either had not yet been fimmly determined when he
sitered into the in-transit status or were changed during the in~trensit
peried,

To control the time and attendance of in-tranait employees, the

agency has established two basic requirements, bui only one has been



followed in o reasonably consistent manner. The one thet has been
followed requires the employee's timekeeper at the losing office to
contimue reporting the employee's time and attendance until the end of
his suthorized in-trensit period, with the timekesper st the gaining of-
fice commencing to report on the employea's time and attendance upon his
arrival.

Although supplementary requirements have also been established for
time and attendance yeporting by other timekeepers while in-trensit
employees are working on temporary assigmments, the reporting required
‘ of the timekeeper at the losing office is the officisl reporting for pay
and leave pn:;poses during the entire in-transit period. This arrangement
rosults in the computation of pay and leave balances for in-transit
enployees on the supposition that such employses contimued to be in a
valid work status throughout their in~traneit periods.

The second basic requirement for controlling the time and attendsnce
of in-transit employees is that an accounting shall be made for the
employes’s in-iransit time when the employee submits his travel
reimbursement voucher at the close of the in-transit period. As
irndicated by the required accounting, both the employee's timekeeper
and central payroll personnel are then required to make any needed
adjustments to the esmployee's leave balances, and centyal payroll person-
nel are required also to make any needed adjustments to the amployee's
pay.

We have noted that the required accounting has not alwsys been made,
and that sven when an accounting was made, the needed adjustments to pay



and lsave recorde have not always been made, In some cages, the lack of
readily evailobls data has made it difficuls; if not imposaible, to
reconstruct the pay and leave records of employees who have been in an
in-transit status.

The examples that follow illustrate how the existing requirements
for controlling the time and attendance of in-transit employses have
resulted in invalid determinations of their entitlement to pay and leave.
mﬁ Wtygvﬁ a‘t’e oz

A new employee, hired on Jammary 7, 1968, for work in Vietnanm,

reported to Vietnam on January 27, 1568, after spending 10 work days
in & temporary assignment status. In this instance, both the required
reporting by timekespers and the required accounting for the employee's
in-trangit period were accomplished properly, but the adjustment shown
to be needed by the accounting was not accomplished,

The accounting for the in-trensit period, completed on February 26,
1968, showed that the employse had taken more than the time allowed for
travel to Vietnam, and that the excess $ravel time was to be charged as
leava without pay. The adjustment was not made to the awployee's pay,
however, until the first pay perded in 1969, which was afbter our review
had diseloged that the adjustment had heen overlocked.

4 new employee for Vietnam, in training at Washington, D. C. until
June 20, 1968, reported to his first overseas assignment at Taipei on
July 1, 1968--a lapse of 15 work days. In this instance, the required



timekesper reporting wag accomplished through June 29, 1968, but the
employee nevertheless was paid for the entire period on the apparent
asgumption t!iat adjustments, if any, would be made subsequently on the
basis of the required in-transit accounting,

The mqﬁimd accounting had not been processed and no adjuatments
had been made to the employes’s pay or leave balances as of the end of
January 1969. If an accounting had been processed, available evidence
indicated thet a pay adjustment would have begen in order because the
employse's annual leave balence was insufficient to cover the unexplained
time slapaing between the employee's last day of raported work at
Waghington, D. 0. and the day of reporting at Taipei.

Bxample of reporting discrepancies with no
accounting or charges for absences

An employee stationed in Afganistan departed from his post on
December 22, 1967, with authority to take home leave, to work on temporery
assignments, and to return to his powt on February 1h, 1968, His
authorized sbsence wes subsequently extended, and he returned to Afgani-
gtan on March 29, 1968--an absence of more than 3 months.

Throughout this sbsence, the employeets timelkegper at Afganistan
performad the required reporting of his time and attendance. In addition,
a tinmskeeper at Washington, D. C. reported his presence on temporary duty
during 2 days of the shgence.

After his return to Afganistan, the employee submitted his travel
reimbursenent voucher but the reguired accounting for his activities
during the in-transit period had not been processed ag of the close of
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1968. On his travel woucher, the employee claimed trevel expenses from
Afganistan to Dayton, Ohio, t0 Afganistan, with the retum trip to
Afganistan routed through Weshington, D. C., where a travel deley of

2 work days occurred. An additiocnal travel delay of b work days occurred |
on the return trip at Xabul where the employes was authoriged a maximum
of 2 days temporary duty. The amployee also indicated on hig travel
voucher that he spent 13 work days on tawporary duty at Washington, D. C.,
during the time that his claimed travel expenses showed hin to be in
Dayton, Chio, but this apperent discrepancy was partially offset by the
timekesper-rgport previously referred to which confirmed that the ewployes
wag on temporary duty during 2 days of the claimed 13-day period.

Because the required accounting was not mads for the in-transit
pericod, the determination of this employee's entitlsment to leave was
invalid throughout the year 1968 and continued to be invalid at the close
of 1968. Morsover, the discrepancies betwesn the employese's activities
ag reported by timskeepers and the asctivities clalmed by the ewployee have
reised unanswered questions with respect to the proper charges for leave
taken during the in-i{ransit period.

An employes gtationad in Vietnem departed fyrom his post on June 3,
1968, with anthority to take home, anmual, and compensatory leave, to work
on temporary assignments, and to return to Vietnam on September 3, 1968,
His suthorized sbsence was subsegquently extended to September 25, 1968,
and was then contimued beyond that date with an unspecified termination



date., We were informed that the employse wag trensferred to an office
at Waghington, D. C. on December 29, 1968--about T months after his
departure from Vietnam.

Throughout the 7 montha of abgence, the employee's timskeeper in
Vietnam performed the required reporting of his time and attendance., In
addition, various timekeepers in Washington, D. C. reported him on
temporary duty during much of the in-transit period, but the validity
of some of these reports was questionsble. For example, two different
timekeepers reported his presence during the same times in two separate
reporting periods. A timekeeper in the Washington personnel office for
Vietnam gubmitied several of the reports, apparently because the employee
was found to be unassigned to s temporary duty office during thoze periods.
A medical certificate was filed covering 48 hours of the in-transit period
while he wag in Washington, D. C., but the employee had not been reported
a8 being on sick leave at that time.

When this employes departed from Vietnam, his lsave records showsd
that he was entitled to substantial anmual leave, bui he was actually
entitled to almost no annual leave beeauge of leave taken during two in-

. trensit periods in 1967, which had not yet been recorded on his leave
records. The delayed recording of leave taken in 1967 was not accem-
plished until late in 1968, and when it was accomplished, the charge to
leave differed from what was sghown to be proper by the accounting made
for the 1967 in-transit perdods.

After the employee's asgsignment to Waghington, several efforts were
made to prepare an accounting for his 7 months of in-transit time in 1968,
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but the problem had not been satisfactorily resolved by March 1969.
Available evi&ence indicated that the employee's leave balance wasg
insufficient to cover his unexplained in-transit time during 1968 and
that an adjustment to his pay was in order; but the amount of the
adjustment was not readily detemminable because of the uncertsinty
with respect to his actual activities during the in-transit period.

Our inquiries have indicated that a significant amount of in-transit
time occurs within the agency, but ws have found no readily available data
that measures it. We slso have found no practical means to identify the
extent that in~transit time has not besn properly recorded in employes
pay and leava records. We noted, however, that as of June 2k, 1970, a
backlog of about 3,500 documents accounting for leave taken by individual
employees had accumilated at the central payroll location but had not been
processeéd. We were informed by 2 responsible payroll officisl that
sufficient manpower had not been available to process these documents,
but we noted that the backlog was smaller than it had been in 1969,

In view of the varying circumstancesg governing in-tyansit periods
and the numerocus opportunities for errors and cmissions, as illustrated
in the above examples, we believe that the sgency's egtablished method
of walting until an in~transit employee completes his in-transit period,
and then attempiing to reconstruct his in-transit activities, is an
unsatisfactory method for determining employee entitlement to pay and
leave. We suggest that consideration be given to currently maintaining

an in-transit employee's psy and leave status based on precise departure



and arrival dates at all work locations, pre-authorized traevel time,
authorized leave periods, and any subsequent adjustments claimed by the
eployes and found to be justified.

We recognize that implementation of the above suggestion would
requirs gtrong controlé over employee time and attendance within all
organizational units of the agency, including units conrolling the time
and attendance of in-transit employees while they are on temporary
asgigmments during their in-transit periods. We believe, however, that
gtronger organisational econtrol is needed, especially hecause of the
difficulties encountersd in relying primarily on individual timekeepers
for the computation of amployee leave balances, which is discussed in the
next section. |
UNRELIABLE EMPLOYEE LEAVE BALANCES

We have found that the agency's method of arriving at employes leave
balances has become increagingly ummansageable with the passage of time
and that two different setls of leave balances now exist for most of the
employeseg, neither of which is & relisble record of employee mtitlément
to leave. The two sets of leave balances have bsen created because the
payroll system provides for centralized monitoring of timskeeper-computed
leave balances--a function that is intended to be accomplished by compar-
ing the timekeeper-computed balances with balances that are machine-
computed partially on the basis of time and attendance data reported by
the timekesepers.

The prescribed comparison is intended to identify for correction all
mathematical and clerical errors made by the timekespers in camputing
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employee leave balances. In actual practice, however; the differences
identified by the comparison can include guch other discrepancies as
errors in arriving at the machine-computed balances and valid adjustments
which have been made in one but not the other set of balances. As a
congequence, each overell difference identified by the comparison must
be thoroughly researched to determine the nature of the individual
diserspancies causing the difference.

As of June 13, 1970, unresolved differences existed in the two sets
of leave balances for about 5,000 employees, which was approximately 70
percent of the reguler active employees on the payroll at thet time. Some
of these differences included discrepancies that had acoumulated over
extended periods because payroll personnel had beasn unsble to resolve them
as they ocourred. Our tests have confirmed that the satisfactory
regolution of many of the discrepancies requires detailed and time-
consuning reviews of numercus payroll records, and that both sets of
balances are frequently incorrect.

We understand that the agency made a special effort to solve this
problem during 1969 by bringing timekeepers to Washington, D. C. so that
they could examine the records for employees under their jurisdiction and
make the needed corrections. We observed that prior to this exercise--
in March 1969--differences existed in the leavs balances of approximately
5,900 employees; and that immediately after the exercise--in September
1969-~the number had been reduced to about 5,400, We wers informed that
concentrated work since then has permitted the further reduction to the
current total of about 5,000, but that substantial reductions are diffi-

cult because new differences are being constantly crsated.

R



To some extent, the leave balance discrepancies can be attributable
to the agency's method of controlling the time and attendance of in-
transit employees, which has been described in the preceding section.

4 discrepancy can arise from this source, for example, when only the
timekesper-computed balances or only the machine-computed balances have
been sdjusted for leave taken during in-transit periods. As stated in
the previous gection, s large number of unprocessed documents accounting
for amployee in-transit periods has accumulated at the central payroll
location, but the extent that those documents have not been taken into
account by the timskeepers can be determined only by separately reviewing
individual cases.

We have noted that the agencey's current plans for redesigning the
payroll system include a recommendation for moving the responsibility for
leave balance computations from the timekeepers to the central payroll
location, In view of the regults experienced to date from timekeeper-
computed leave balances, we believe that this change is justified. We
believe, howevar, that effective implementation of the change will require
the sgtablishment of sironger controls over employse time and attendance
at the operating unit level, together with firm reguirements for reporting
needed dita to the central payroll location.

As previougly indicated, we believe that strong organizational control
will also be needed to satisfactorily control the time and attendance of
in-transit employees while they are working on temporary assigmmemts.

We auggest that inmediate steps be taken to establish the needed organi-
gational control and reporting requirements applicable to all employees
of the agensy.





