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June 13, 2003

Members of The School Board of Broward County, Florida
Members of The School Board Audit Commitlee
Dr. Frank Till, Superintendent of Schools

Ladies and Gentlemen:

In accordance with the 2002-2003 Audil Plan, the Office of Management/lI'acility Audits performed a “Review of
the Payroll Processes, Overtime and the SAP/R3 HR Payroll Application.” It inctudes a review of the payroll
processes, which included a review of employee’s covered under the Fair Labor Standards Act of 1938 (FLSA),
overtime procedures and payments, site visits and a review of various SAP/R/3 HR Payroll Application records
and availahle puyroll reports, The objectives of the review werc to determine whether current payroll processes
and related internal controls have been established and are adequate, pursuant to sound business practices and are
in compliance with applicable laws, regulations. and Board Policy, and to determinc whether the organizational
structure and payroll processes were adequate to assure that the operations were proficiently cxcculed.

We noted a significant weakness in the control environment as it relates to the payroll processes, overtime and
the SAP/R3 HR Payroll Application. We identificd scveral puyroll processes that need to be corrected in order
to comply with the Fair Labor Standards Act of 1938 (FLLSA) and improve payroll processes and overtime
payments. Tn addition, we found several practices in the District that have an impact on the overall payroll
functions which need to be addressed to cnhance operalions and/or improve internal controls. We have made
several recommendations to remedy these conditions. The recommendations were discussed with appropriate
stall.  We generally concurred with the responses that were received, except for ten (10) of the responses
reccived, which required follow-up responses from our office.

‘I'his report was presented to the Audit Committee at its May 16, 2003 meeting. The Committee requested the re-
submittal of the audit report at its June 20, 2003 meeting with completed administrative responses.

This report will be presented to the Audit Committee at its June 20, 2003 mecting and to the School Board at its
July 15, 2003 mecting.

Sincerely,

Patrick Reilly, CPA %

Fxccutive Dhrector
Office of Management/Facility Audits

Transforming Education: One Student al 4 Time e —
RBrowvwnrd Counee Public Schools Is An Equal Oppoctunity’Equal Access Employer
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EXECUTIVE SUMMARY

SCOPE, OBJECTIVES, METHODOL.OGY AND OPINIONS

The review of the Payroll Processes, Overtime and the SAP/R3 HR Payroll Application
was conducted in accordance with the Office of Management/Facility Audits 2002-03
Audit Plan and as required by School Board Policy 1003. We examined the District’s
payroll processes, which included a review of employee’s covered under the Fair Labor
Standards Act of 1938 (FLSA), overtime proccdurcs and payments, site visits and a
review of various SAP/R/3 HR Payroll Application records and availablc payroll reports.
The objectives of our review were 1o:

» Determine whether current payroll processes and related internal controls have been
established and are adequate, pursuant to sound business practices and are in
compliance with applicable laws, regulations, and Board ['olicy,

» Delermine whether the organizational structurc and payroll processes were adequate
to assure that the operations were proficiently executed,

> Performed site visits at District locations and reviewed overtime procedures and
payments for compliance with District payroll policies and procedures,

» Determine whether District assets were properly saleguarded,

5 Provide recommendations, as needed, rclated to the payroll processes, overtime and
the SAP/R3 HR Payroll Application.

Our review was conducted in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the review to atford a rcasonable basis
for our judgement and conclusions regarding the function under review. This review
includes assessment of applicable internal controls and compliance with requirements of
laws, rules and regulations, when necessary to satisty the review objectives,

It is our responsibility to perlorm the review under these standards and report on
recommendations to improve operations, strengthen internal controls as well as on those
compliance matters selected for review. It is administration’s responsibility to implement
those recommendations deemed necessary, and to maintain an intcrnal control
environment that is conducive to the safeguarding of District assets and preserve its
resources, as well as comply with applicable laws, regulations and School Board policies.

The procedures performed to gather data to satisfy these objectives were as follows:

> Rcview of relevant Federal, State and Local Laws, School Board Policies and
Standard Practice Bulletins, respectively.

# Review of SAP/Support Centers’ organizalional structure.

Review of SAP/R3 HR Payroll Processing Manual.

» Review of Opcrational/Performance Audits conducted by various consultants.

¥

e
The Schanl Board of Broward County, Florida i The Office of Management/Facility Audits



«A Review of the Payroll Processes, Overtime and SAP/R3 HR Payroll Application” April 2003
M

SCOPE, OBJECTIVES, METHODOLOGY AND OPINIONS (cont.)

» Review of reports prepared by E'1'S that summarized overtime payments made in thc
District {or 1999-2000 and 2000-2001.

» Perform site visits to review overtime processes and payments.

» Interview sclected staff at departments, schools and centers.

» Other auditing procedures deemed necessary.

We did not examinc the records of vendors, consultants, or other governmental agencics
beyond the documentation obtained and filed by the various locations as part of their
required records.

This report represents a review of many of the proccsses involved with the payroll
function. It is by no means intended as a complete review of all processes, nor is it to be
looked at as a complete review of the implementation process uscd for SAP/R3 HR
Payroll Application. The comments made regarding SAP/R3 HR Payroll Application are
madc as it relates to the processes that were reviewed. We did not look into the costs
involved with implementing SAP/R3 HR Payroll Application. ‘That review will take
place separatcly, and be presented in a dilferent report.

In our opinion, we noted a significant weakness in the control environment as it relates to
the payroll processes, overtime and the SAP/R3 HR Payroll Application. We identified
several payroll processes that need to be corrected in order to comply with the Fair Labor
Standards Act of 1938 (FLSA) and improve payroll processes and overtime payments. In
addition, we found several practices in the District that have an impact on the overall
payroll functions which need to be addresscd to cnhance operations and/or improve
internal controls. Details of our observations and recommendations to improve these
conditions arc presented in Section III, Review of the Payroll Processes, Overtime and
SAP/R3 HR Payroll Application.

With respect to those provisions ol the Audit Report which discuss issues under the Fair
Labor Standards Act and the scenarios described in Section V; it should be noted that the
Audit Report does not establish the School Board’s position with respect to these issues
of law or determine how thesc legal issues should be resolved. Instead, it is anticipated
that the legal issues raised by the Audit Report will be examined further by appropriate
legal professionals,

Our report is broken down into seven (7) scctions:

Section 1 Background

Section I The Payroll Processes of the District

Section [T A Review of the Payroll Processes, Overtime and SAP/R3 HR
Payroll Application

Section I'V Site Visits

Section V Attorney Review

Section VI Exhibits

Section Vil Administrative Response(s)

e
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SCOPE, OBJECTLIVES. METIIODOLOGY AND OPINTONS (cont.)

Section I11, contains eighteen (18) obscrvations. These observations, include:

L Employee’s Covered Under FLSA, that Exceed 40 Hours per Week Contained

Errors in the Computation of Hours

Employee’s Covered Under FLSA, that Exceed 40 Hours per Week Contained

Errors in Compensation Paid

3. Establish a New Hourly Rate for Child Care Worker Il Position

4. Implement Improved Business Processes to Correct Deficiencies in Current
Payroll Practices

3. The Current Lack of Overtime Reports Available in SAP/R3 IIR Payroll
Application Hinders Management's Ability to Properly Summarize, Compare
and Analyze the District’s Payroll

6. Correct Overtime Hourly Rate for Employees who Receive Longevity
Payments

7. Expedite  Necessary Software Programming fo SAP/R3  HR Payroll
Application to Correct Errors with Holiday Pay

8. The Work Schedule and Budgeted Funds for Security Specialists and Campus
Monitors does not Agree with the Provisions of Their Contract

9 Update School Board Policy and Standard Practice Bulletins for the Effective
Oversight of the Payroll Process

10.  Modify the District’s Payroll Schedule to Reduce the Number of Payroll
Cycles In Order to Improve Efficiency

11.  Recommend a Payroll Position be Created and Funded for the Effective and
Efficient Operation of Payroll Functions

12, Develop Defined Workweeks Which Coincide with Pay Roll Schedules to
Decrease the Errors Associated with the Calculation of Overtime Hours

13.  Implement Processes Within SAP/R3 HR Payroll Application for
Administrative Office in Pupil Transportation to Report Hours Worked by
Staff

14.  Improve Business Processes Used by Bus Terminals for Recording and
Reporting of Hours Worked by Staff

15.  Establish Procedures for Improving the Implementation Process for Major
Saoftware Systems

16.  Immediately Establish Guidelines to Justify Operations of Software
Applications Outside of ETS

17.  Establish a School Board Policy on Lunch Periods

18.  Establish Procedures so that Administration Properly Documents and
Compensates Employees who are Covered under FLSA and Work Through
Lunches/Breaks or “Off-the-Clock”

b
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We would likc to thank the Associate Superintendent of Human Resources, the Dircctor
of SAP/Systems Support Center, the Director of the Accounting Department, the Director
of Non-Instructional Wage and Salary, the Dircctor of Employee Relations, school
personnel and staff whose cooperation aided in the completion of thus report.

Submitted by:
Patrick Reilly, C.P.A.

Executive Director
Office ol Management/Facility Audits

Report Completed and Field Work conducted by
Paula Miller

Kenncth Shaw

Mary Downing

Herminc James
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The Payroll Processes of the District
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THE PAYROLL PROCESSES OF THE DISTRICT

The payroll process for the District is far different from the processes with which most
people are familiar. This process is not reflective ol the “mom and pop” shops that
would record the hours worked, pull out their checkbook and then pay the employee. Pay
systems and entities difler throughout the Country. The Federal Government has
centralized many of their payroll functions so that time is recorded and checks are issucd
from a central location. Many companies took to outsource the payroll function of
recording the time and cutting checks to employces.

The payroll processes for this District has generally three (3) distinct segments and each
of these scgments see their processes diflercntly. We contacted representatives from
cach of these segments and askcd them what they felt their roles and responsibilities are
and the table bclow outlines their responses.

Schools/Departments:
We contacted three school-based individuals who have heen involved with the
SAP/R3 HR Payroll Application. The foltowing represents their views on what
they feel the schools should be responsible for:

1. Entering/Maintaining time for hours worked al own organizational unit only.
Other schools/locations must maintain their own records for hours that they
enter and pay.

2. Reconciling the payrolls using ZTIM (Report available in SAP) and
maintaining all back-up documentation and required signatures. The back-up
documentation includes, TDA’s, Vacation requests, Certificatc of Absences,
Sign-in sheets, Overtime sheets, ¢lc.

3. Time Report (ZTIM) confirming/validating hours entered.

4. ZEARNINGS — This is a report provided through SAP which confirms checks
sent to the location for distribution. This also altows the payroll processor al
the school to determine whether checks were issued to persons on leave or
that had resigned or were terminaled.

Many school-based personnel have stated that the workload and additional

responsibilities have incrcased with the implementation of SAP/R3 Payroll HR

Application. They provided us with a list ol items that they feel schools should

not be responsible for:

|. Obtain or verify any time or documentation for hours worked at other
locations.

2. Explaining any unusual entries, which do not appear to be related to the input

from the payroll processor.

Entering overtime for thosc employees not in their organization unit.

4. Payroll issues regarding leave — Family Medical Leave Act, etc.

[

e
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HRMS Support Center

We contacted the Director of the Systems/SAP Support Center and found that the

Systems/SAP Support Centers responsibilities related to the payroll process

include:

e The computer system, which includes the responsibility for its development,
enhancement and operating support, up to but excluding, the maintcnance of
the mainframe computer.

e The support in changing business processes by modifying the software when
necessary (including a Cost Modification Analysis) and by informing the End-
User when the proposed changes cannot be accommodated in the SAP system.

e Training for End-Uscrs, which includes; payroll contacts, PAF Processors,
Administrators, and as required, Employce Self Service (ESS) users.

e Customizing training sessions to meet specific needs of schools and/or
departments to address specific payroll and reporting needs, such as Grants.

e Follow-up site visits to locations that are experiencing problems or who have
requested assistance.

e« One-on-one training.

Accounting Department
In contacting the Director of the Accounting Department we were informed that

the primary duties and responsibilities of the District’s Payroll Department is to
ensurc that all of the employees within the district are paid in a timely and
accurate manner as is thc case for almost all payroll departments. The SAP
system is designed such that Payroll will not be able to fulfill this responsibility
solely. For employees to be paid timely and accurately, other departments such as
Substitute Central, Personnel Records, Benefits, HRMS and all of the locations
involved in data entry, play a crucial rolc in meeting this requirement. When
employees are not paid correctly, they contact the Payroll arca for receipt of
proper payments. The Director of the Accounting Department has set-up several
different areas which assist in making determinations. Somc of these areas
include:

e The Deductions area of the payroll department is responsible for ensuring that
all deductions such as garnishments, child support payments, IRS and
governmental payments, union dues ete are set up and processed in a timely
manner.

e The Payroll Processing arca is responsible for the timely and accuratc
payments 1o all employees. Fach Payroll Processor is assigned the task of
assisting several District locations. Payroll Processors guide and assist payroll
contacts with day to day payroll issucs. However, these processors are NOT
trainers even though they guide their location contacts and cxplain procedures
to them. They also assist locations by helping to expedite paperwork that will
affect timely receipt of an employee’s paycheck. Proccssors also assist all
cmployees in reconciling payments duc and received.

R e
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Accounting Department (cont.)

e HRIS Payroll is rcsponsible for running the payroll and auditing payroll
results. This group also verifies the payroll register for reasonableness belore
checks are actually printed. However, if and employec’s rccord is either
locked or an action has not been processed in a timely manner, said employee
will not be paid in thc rcgular payroll run. Staff in the HRIS area also
commumnicates with HRMS staff and various departments to expedite
employee payments.

e Thc Exceptions area is assigned the responsibility of researching and
analyzing all exceptions. Their duties also include contacting cmployees to
arrange meetings Lo discuss and collect amounts due the District. Notification
is scnt from this area to all employces that are overpaid to advise of
overpayment amounts and repayment requirements.

A Payroll paycheck is the end product of the Payroll process. District employces are paid
based on IIRMS programmed processes and data and/or actions entered by personnel at
locations throughout the District. Once payroll prints paychecks, these checks are then
distributed by Accounling personnel.

The following review offers a glimpsc inte what we have determined to be a long nceded
review. But duc to the breadth and width of the payroll process in the District, we feel
that this report is really just a start, and the Office of Management/Facility Audits in
cooperation with othcr Departments and Senior Management will nced to conduct a
numbecr of subsequent reviews to determine whether additional problems exists related to
the payroll process and what can be done to correct these problems.

The cooperation of all Departments and locations within the District will be required in
order to resolve many of the issues that were uncovered during this review.

e —
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BACKGROUND

Juliet Schor, author of The Overworked Amcricans has stated that the promise made
thirty years ago that new computer technology would give us more leisure time — has
been betrayed. Most Americans work longer hours, under more tension, than our parents
or their parents had to work. “The percentage of Americans who work nine hours of
overtime a weck is up 6 percent since 1976...This percentage holds true even with all the
trappings of the modern work force, such as robots in factories, e-mail, faxes and assorted
other labor-savings devices that were suppose to frec up time.”"

Studies are being conducted throughout United States Institutions showing the costs of
this overwork. Researchers at Cornell University’s School of Industrial and Labor
Relations found that workers who put in more than fifty (50) hours per week arc more
likely to experience severe work/family conflicts, and workers who are pressured into
working overtime by supervisors sufler significantly higher rates of alcohol usc, stress
and absenteeism.”

As the Digtrict attempts to wrestle with budget shortfalls, employces are being asked to
work longer hours to compensate for staffing shortages. This workload has created an
cnormous amount of overtime in the District. Recent articles have stated that the most
mis-undertstood, mis-applied Federal Law is the Fair Labor Standards Act. Officially,
the Fair Labor Standards Act (FLSA) was enacted in 1938, to allow “Congress to ensure
the maintenance ol the minimum standard of living neccssary for health, efficiency, and
the gencral well-being of workers.” The two main components of this Act, were to
establish a minimum hourly wage, and establishing “overtime” and how it was to he
compensated.

Generally speaking, the School Board of Broward County, Florida complies with the
minimum hourly rate. The Office of Management/Facility Audits has determined that the
application of the “overtime” component of this Act has been inconsistently applied
throughout the District. Depending on who you speak to, in general, much of the
inconsistencics are hased who provided information regarding who is eligible for
overtime payments, how these payments are to be calculated, and other questions and not
the “system™ utilized for the calculation. For years, the calculation of overtime hours was
the responsibility of the schools and departments. With the purchase of SAP/R3 HR
Payroll Application, school staff members felt that this calculation burden and decision
making process, (as to who was eligible and how the overtime was calculated) would not
continue to be part of their job responsibilities. Currently, SAP/R3 HR Payroll
Application will only calculate overtime [or “Job 1.7 During our review we found that a
substantial amount of overtime is generated in “Job 17 but an equally large amount of the
overtime is generated in the District from “Job 27, “Job 3,” ete.

_' ABCNEWS.com: GMA: More Amcricans Working Overtime
2 www.shalometr.ore / Can American 1.ean [tom Shabbat?

B
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BACKGROUND — DEFINITIONS

Listed below are some specific sections of the Fair Labor Standards Act 01’ 1938 (FLSA)
that must be defined and that cffected our review of the District’s Payroll Processes,
Overtime and the SAP/R3 HR Payroll Application:

Section 29, Chapter &, Section 207 —(a)(1) Maximum Hours:

Except as othcrwise provided in this section, no employer shall employ any of his
cmployees. ..longer than forty hours unless such employee receives compensation
for his employment in excess of the hours above specificd at a rate not less than
one and one-half times the regular rate at which he is employed.

Section 29, Chapter &, Section 207 — (¢) Regular Rate:

As used in this section the “regular rate” at which an employec is cmployed shall
be deemed to include all remuneration for cmployment paid to, or on behalf of,
the employee, but shall not be deemed to include...

(1) sums paid as gifts; payments in the nature of gifis made at Christmas time or
on other special occasions, as a reward for service, the amounts of which are
not measured by or dependent on hours worked, production or efficiency;

Section 29, Chapter 8, Section 213 Lxemptions (1)

Any employee employed in a bona fide executive, administrative, or professional
capacity (including any employce cmployed in the capacity of academic
administrative personnel or teacher in elementary or secondary schools)...

{17) Any employce who is a computer systems analysl, computcr programmer,

softwarc engineer, or other similarly skilled worker, whose primary duty is —

{A)} the application ol systcms analysis techniques and procedures,

including consulting with users, to determine hardware, software, or
system functional specificalions:. ..

Some confusion exists for some employers in defining what is “work.” The courts have
held that “work™ under FLSA includes all time spent in performing job-related activities
which:

(a) genuinely bencfit the employer,

(b) thc cmployer “knows or has reason to believe” are being performed by an employee,
and

{¢) the cmployer does not prohibit the employee from performing.

B e e e _________ ]
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BACKGROUND — DEFINITIONS (cont.)
These can include activitics performed during “off-the-clock”™ time, a job site or
elsewherc, both voluntary or not.

Again, the courts have introduced another term that needs to be clarified, “ofl-the-clock.”
Courts have held that this term includes, time spent by cmployees maintaining
equipment, staying late after normal shifis without putting in for overtime, doing job
related paperwork at home, making and responding to job-related tclephone calls,
working through meal periods, and many other activitics. Our research shows that many
non-exempt employees may severcly underestimate these “off-the-clock™ hours.

BACKGROUND - EXEMPT VS NON-EXEMPT WORKERS

We have found various opinions as to who should be covered as exempt employees under
FLSA. The arguments used by many of the lawyers cites the fact that the law as cnacted
was done so at 4 time when big business ruled the workers. Bluc-collar workers were the
main work force of the times and the Act centered on protecting their rights, not
management or other administrators. Over the years there have been several court
decisions that have caused certain parts of the FLSA to bec repealed. More and more
former ‘“‘exempt” workers arc suing employers under FLSA requesting additional
compensation. In fact, one case currently pending pits a former prominent newscaster
from this area vs. his employer, stating that the time required to be out in the ficld
covering and reporting on live events, was actually overtime, and should be justly
compensated. Merely paying an employee on a salary basis does not make an employee
exempt from FLSA coverage. The courts have stated you must also look at whether the
dutics being performed are exempt duties.

In general terms, a professional exemption 1o the FLSA exists 1f:

...the work being performed requires advanced knowledge and education, work in
an artistic field which is original and crcative, work as a teacher, or work as a
computer syslem analyst, programmer, software enginecr, or similarly skilled
worker in the computer software licld; who regularly exercises discretion and
judgement; who perform work which is inteliectual and varied in character, the
accomplishment of which cannot be standardized as to time; who then receive a
salary which meets the requirements of the exemption, and who do not devotc
more than 20% of their time to work other than that described above. ..”

Also exempt workers are not subject to a reduction in pay based upon qualily or quantity
of work, but rather on the premise of “getting the job done.”

} University of Pittshurgh, Office of Human Resources detinition of exempt vs. non-exempt workers.
I'ound at www.hr.pitl.cdu

R e e e —_________________ ___|
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BACKGROUND - EXEMPT VS NON-EXEMPT WORKERS (cont.)

“Orvertime is not always the cnemy. For many employees, i’s rcally a double edged
sword. On onc hand, employees want to spend morc time away from the workplace. But
on the other hand, those extra hours can give a nice boost in your paycheck. The U.S.
Department of Labor finds that overtime can make up as much as 10 — 20% ol an
individuals eamings."4 In fuct during our review we found that some persons within the
District earned more than 100% of their “Job 1 salarics in overtime and additional jobs
in the District. But on balance, the payment of overtime in this District is a sensitive
subject. Budget shortlalls have created difficulties in hiring staff to replace persons who
have lcft, and more persons are being asked to do more jobs than there is time in the day.
Whereas this overtime may not be “forced”, department heads, schools and other staff
feel pressure to perform in order to keep their jobs.

When we began this review we requested overtime information from E1S and the
Systems/SAP Support Center. ETS was able 1o provide us information on all persons
who received overtime and was able to summarize the information by job class for the
payments made during 1999-2000 and 2000-2001. Unfortunately, SAP/R3 HR Payroll
Application was not programmed in a way that would allow a similar report to have been
completed. Although, after the completion of our ficld work, Senior Management was
presented with a report which was described as a District Overtime Report for 2001-02
and 2002-03. When we questioned the Director of the Systems/SAP Support Center
about this report, he stated that this report “was a “dircctional management information™
and not accurate accounting/auditing information.” No staff within the Systcms/SAP
Support Center felt comfortable with this report accuratcly reflecting the overtime
worked and paid in the District. The rcasons for this trepidation was determined to center
on the coding input into SAP/R3 HR Payroll Application for overtime payments. This
coding differed for Job | and additional positions and would not allow a report, that
would have been accurate and meaningful, to have been generated.

For 1999-2000 and 2000-2001 we reviewed overtime payments made in the District. We
divided these payments inio; Schools, Off-site locations and Departments. The chart
below shows the tatal amount of these payments:

* www.pbs.org / Livelyvhood How the Weekend was Won

e e
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Comparison of Funds Expended for Overtime
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In addition, the chart below reflects thc number of individuals who received these
payments and is also segregated by payments made to schools, off-site locattons and to
departments:

Comparison of Number of Employecs who Receiverd Overtime Payments
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BACKGROUND (cont.)
The table presented below, summarizes the number ol individuals who received overtime

payments lor 1999-2000 and 2000-2001, and the amounts paid to these persons and the
amounts paid.

Number of Persons Receiving Overtime Amount Paid
lL.ocation 1999-2600 2000-2001 Total 1999-2000 2000-2001 ‘Total
| Schools 3,707 3622 7,320 | $7,213,028 | $8,022,439 | $15,235467
Otf-Site[ 1] 47 33 80 518,420 $30,251 $48.671
Departments 3.576 3215 6,719 | $6,325858 | 57,066,078 | $13.391.936 |
TOTALS 7,330 6,870 14,128 | $13.557306 | $15.118,768 | $28,676,074

As the chart shows the number of individuals receiving overtime payments decreased by
6% from 1999-2000 to 2000-2001, but thesc employees received 12% more
compensation. This would seem to indicate that individuals were asked to work longer
hours in order to support the school system. The Departments within the District scem to
be incurring the largest burden of overtime, as the number of cmployees receiving
overtime decrcased by 10% over the two ycars shown, but payments to these persons
incrcased by 12%. It should be noted that for the year 2000-2001, personnel involved
with the implementation of SAP/R3 HR Payroll Application accounted for 1% of the
total persons rccciving overtime, and 4% of the amounts paid.  Facilitics and
Construction Management Division was the only other department that showed larger
increases in amounts paid for overtime than SAP/R3 HR Payroll Application for these
periods.

This report does not represent the first review of the SAP/R3 HR Payroll Application in
the District. Over the period that the District has acquired the rights to this software,
SAP/R3 HR Payroll Application has had a significant amount of scrutiny, including;

Software representatives
Consultants

External auditors/Consulting Firms
Upper Level Management

In addition to this scrutiny, the District has expended in cxcess of $500,000 on outside
consultant reports on SAP/R3 HR Payroll Application, both pre and post implementation.
Even with the extensive revicws that have been conducted, a number of observations are
being made in this report that we believe should have been uncovered earlier by these
outside reviews and outside consuliants.
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This report required extensive fieldwork. The implementation of the SAP/R3 HR Payroll
Application was not a smooth transition. But it should be noted that in many of the
instances it was the business practices thal were placed into SAP/R3 HR Payroll
Application, by District personnel, that has caused many of the problems associated with
the system. In many instances, SAP/R3 HR Payroll Application did what it was dirccted
to do. Many of our audit concemns centered on determining how the modifications and
configurations were made in the SAP/R3 IR Payroll Application so that it does what is
was programmed to do, and why the old business practices were brought into a new
system, and how we may now be able to correct these problems.

R
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“Review of the Payroll Processes, Overtime and the SAP/R3 HR Payroll Application™ April 2003

1. EMPLOYEE’S COVERED UNDER _FLSA, THAT EXCEEDED 40 HHOURS
PER WEEK CONTAINED ERRORS IN THE COMPUTATION OF
OVERTIME HOURS

OBSERVATION

During our review it was noted thal many employees in the District are employed by
more than one location within the District, and typically, perform more than one type of
job. To compensate these individuals the District has categorized hours as “Job 1,” “Job
2.7 ete. Since no one in the District is normally scheduled for more than 40 hours in their
Job 1, by contract, all the additional hours worked in these sccondary positions are used
to calculate an employee’s overtime. These additional hours, usually come at lower
hourly rate than was paid for the individual’s Job 1 hours. We noted during our review
that in many instances these individuals would complete their work schedule at Job i,
and then hegin their Job 2 hours on the same day, sometimes at the same location. We
determined that the District chose which job generated the overtime hours for persons
covered under the FLSA.

Below is a secnario that will help illustrate this situation.

John Doc works two different jobs (both considered to be non-exempt) for the District.
John Doe’s Job 1, is a teacher’s assistant at a middle school. The hours for tcacher’s
assistant arc from 7:00 AM to 2:00 PM, or 7 hours per day. At night, John Doe works at
community school as a registrar. John Doc works for 3 hours per night. His time worked
for each of the jobs is summarized in the table below:

JOB Meonday | Tuesday Wednesday | Thursday | Friday
Job 1 7 7 7 7 7
Job 2 3 3 3 3 3

In the previous payroll system, known as ISITAPS, and now with SAP/R3 HR Payroll
Application, John Doe’s overtime would be calculated in the following manner:

HHours worked for Job 1 was 35 hours per week. John Doc needed to work 5 additional
hours in Job 2, before he would be cligible for time and one-half. Thereforc, he would be
compensated al Overtime Straight (OTS) for his first 5 hours in Job 2 and then would be
compensated for 10 hours at Overtime Premium (O'TP) for “Job 2.” (See QObservation 2
regarding the proper method ol compensation)

As we pointed out in the Background Scction of the report, the Fair Labor Standards Act
is one of the most misunderstood and misapplied Federal Laws. So that it would be clear
and so we would not add to the mis-intcrpreting of this law, we obtained the services ot a
law firm that specializes in this field. We proposed several different scenarios that we
observed while conducting this review, and asked for legal opinions regarding these
issues. Section V outlines both our questions, and the legal firm’s summarized responses.
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OBSERVATION (cont.)

For the work schedule described above, the legal firm we consulted with stated that the
aclual breakdown of hours worked should have been calculated as shown in the table
helow:

The total hours worked for Job 1 was 35 hours. But the character and treatment of the
hours worked on Thursday and Friday changed.

JOB Monday Tuesday Wednesday | Thursday Friday
Job | 7 7 7 7 (2 OTS8) 7—0OTP
Job 2 3 3 3 3-0T8S 3-0TP
Cumulative

Total 10 20 30 4() 50

OTS — Overtime Straight - These arc (he hours that exceed the employees “contracted™ hours, but do nod surpass 40 hours in
a week. These hours are compensated at the employees regular rate.

OTP — Overtime Premium - These are the hours that exceed 40 hours in a weck. These hours arc compensated ai 150% of the
cmpleyves regular rate.

Overlime should have been calculated starting with the final two (2) hours of Job | on
Thursday. These hours would have been considered to be Overtime Straight, as would all
of the time worked on Thursday night. On Friday, the District should have characterized
all the time worked at Overtime Premium. As noted in the above table (and will be
shown in Observation 2) thc amount of compensation and the budgeted impact of this
compensation may have tremendous implications for the District.

BACKGROUND

The method for determining which hours and which job incurred the overtime is a
business process that was transferred from the old system to the new system. (Sce
Observation 17) In fact, the District requested that SAP/R3 HR Payroll Application be
configured to recognize our method of calculating hours worked, rather than as SAP/R3
IR Payroll Application was originally programmed, which was to calculate hours
worked in accordance with the tenets ol FLSA.

RECOMMENDATION

We recommend that the Associalc Superintendent of Human Resources, or designec,

meet with the Dircctor of Systems/SAP Support Center, Dircctor for Nen-Instructional

Wage and Salary, Director of the Accounting Department and the Director of the Budget

Department to:

1. Determinc an implementation strategy for the possible reprogramming of SAP/R3
HR Payroll Application and to develop a timeline. The cost of reprogramming
SAP/R3 HR Payroll Application will need to be determined.

2. Propose a method of notification for the principals/department heads of the primary
location number, for cmployees who may work additional positions, to determine
funding requirements for the primary job.
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ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources
I'here may have been errors in the computation of overtime hours but only as a result of
possible failurc by the system to add the hours worked by an employee at all jobs with
the District. In order to ensurc that overtime hours are compuied (added) accurately,
Iluman Resources will work closely with supervisors, the SAP Support Center and the
Payroll Department to determine the most appropriate implementation stratcgy and
timeline to cnsure that overtime due employees covered by the FLSA is paid in
compliance with the Act.

TR
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2. EMPLOYEE’S. COVERED UNDER FILSA., THAT EXCEEDED 40 HOURS
PER WEEK CONTAINED ERRORS IN TIHE COMPENSATION PAID

OBSERVATION

During our review of the hours that various employees worked and the locations that they
worked, we tested the method the District used in calculating the hours worked for
persons covered by the FLSA, (Sce Observation 1). Tn addition to determining whether
the method of determining the hours worked was in compliance with rules and
regulations, we tested the method the District used for compensating overtime for these
cmployees. What we observed was that for those persons covered under the FLSA, the
District would pay the cmployee’s normal rate of pay on their Job 1, for the performance
of a second job in which a stated Board approved pay rate was not assigned. We noted
numerous instances in which there was an established pay rate {or the additional jobs
being performed, yct the payments being made were not correct. In trying to determine
why the payments were incotrect, we found a memo that was issued by Mr. Mark Seigle,
former Associate Superintendent of Personnel, Government & Communily Relations.
This memo outlined the provisions of paying a blended rate for persons covered under the
F1.SA and performing more than onc ditferent job function within the District. Howcver,
the District did not use a blended rate in paying these employcces.

For example, looking at John Doe’s schedule as shown in Observation 1, for illustration
purposcs.

John Doc works two different jobs (both considered to be non-exempt) for the District.
John Doe’s Job 1, is as a teachcer’s assistant at a middle school. The hours for teacher’s
assistant are from 7:00 AM to 2:00 PM, or 7 hours per day. John Doe earns $10 per hour
for this position. At night, John Doc works at community school as a registrar. John Doc
works for 3 hours per night. John Doe receives $7 per hour lor this position. His time
worked for each of the jobs is summarized in the lable below:

JOB Mond:iy Tuesday Wednesday Thursdﬁy | Friday
Job 1 7 7 7 7 7
Job 2 3 3 3 3 3

Under the previous payroll system (ISITAPS), and the current payroll system (SAP/R3
HR Payroll Application), the following would be John Doe’s compensation for this week:

Rcgular Pay 35 hours $10 per hour $350.00
Overtime Straight 5 hours $7 per hour $35.00
Overtimc Premium 10 hours $10.50 per hour* 5105.00
Total Pay $490.00

* (87 per hour x 156% = $10.50)
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OBSERVATION {(cont.)

The information we received from the legal firm we contracted with stated that there
were two potential regulations that could govern this typc of situation.

29 C.F.R. Subscction 778.115 which provides:

Where an employee in a single workweek works at two or more different types of
work for which different non-overtime rates of pay {of not less than the applicable
minimum wage) have been established, his regular rate for that week is the
weighted average of such rates. That is, his total earnings (except statutory
exclusions) are computed to include his compensation during the workwecek from
all such rates, and are then divided bv the total number of hours worked at all
jobs...

Under this Scction, the employer divides the total compensation reccived by the total
hours worked to derive an hourly rate. One-hundred and fifty percent of this hourly rate
is then multiplicd by the number of hours worked over 40 to compensate for overtime
hours.

For John Doe’s schedule as shown above, we would calculate this in the following
manner:

Rcpular Rate-Job | 35 hours $10 per hour £350.00
Job 2 Hours 15 hours $7 per hour £105.00
Tolal Pay for calculation purposes: 3455.00

By utilizing this regulation, John Doe’s overtime rate would be $13.65 per hour. This
figure was derived by dividing the compensation received, $455, by the total number of
hours worked, 50 and arriving at a blended hourly rate of $9.10, which would bc
multiplied by 150%. John Doe’s compensation for this work schedulc would then be
reflected below:

Regular Pay 35 hours $10 per hour $350.00
Overtime Straight 5 hours S7 per hour $35.00
Qvertime Premium 10 hours $13.65 per hour $136.50
Total Pay £521.50

For this example that is an increase of 6% from the method currently used by the District
to pay John Doe.

R
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OBSERVATION (cont.)
The second potential applicable regulation is 29 C.F.R. Subsection 778.419 which

provides:

..An emplovee who performs two or more different kinds of work, for which
different straight time hourly rates are established, may agree with his employer
in advance of the performance of the work that he will be paid during overtime
hours at a rate not less than one and one-half times the hourly non-nvertime rate
established for the tvpe of work he is performing during such overtime hours...

This sccond provision would replicate the current way that the District has been paying
its employees, except that no written agreement is on hand or has been created prior to
the hours being worked, which would have enabled the District to pay persons in this
manner. Tn addition, we observed that there are many jobs in the Distriet which do not
have a set bona-lidc hourly rate.

We have found that many positions in the District are truly not hourly, but arc salaried.
According 1o the legal firm that we contacted, therc was no existing authority which
would outline the proper method ol calculation of overtime rates, when we have a
“salary” and an hourly rate position. In this scenario, the legal firm we contracted with,
suggested the safer course of action would be to use the blended rate methodology.

BACKGROUND

The method for determining which hours and which job incurred and the ratc that the
overtime is paid at, is a business process that was transferred from the old system to the
new system. (See Observation 15)

RECOMMENDATION

We recommend that the Associate Superintendent of ITuman Resources, or designee,
immediatcly review all jobs in the District and establish which jobs have Board approved
hourly rates and which are salaried. Oncc this is completed, hourly rates must be
establish by the Board for any and all jobs for which an hourly rate does not currently
eX1st.

In addition, we recommend that the Associate Superintendent of Human Resources, or
designee, creates the necessary writlen agrecement to ensure that employees with more
than one job have overtime hours and wages paid from jobs other than “Job 1.”

ADMINISTRATIVE RESPONSE-Associate Supcerintendent of Human Resources
The "blended ratc" method and the "previous agrecment” method may be used in
compliance with FLSA regulations.

It is important to note that salaricd jobs do have an hourly rate. The hourly rate is the
product of dividing the annual salary amount by the ycarly number of working hours. For
cxample, 7.5 hours a day translates into 1830 (7.5 x 244 day calendar} hours per year.

e e
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ADMINISTRATIVE RESPONSE-Associate Supcrintendent of Human_Resources
{cont.)

Theretfore, an annual salary of S61,803 translates into an hourly rate of S33.772131.
These rates currently exist.

Human Resources recommends the "previous agreement” method for calculation of
overtime payments to cmployees holding more than one job with the District.
Opcrational procedures will be established by July 1, 2003 to ensure that both supervisors
and employees understand the overtime rate will be calculated based on the actual hours
worked in Job 1, Job 2, Job 3, etc. from which the overtime accrued.

|
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3. ESTABLISH A NEW HOURLY PAY RATE FOR THE CHILD CARE
WORKER 11 POSITION

OBSERVATION
During our review of the overtime paid during 1999-2000 and 2000-2001, we determined

that the District cxpended significant funds on Child Carc workers wages. A closer
cxamination revealed that approximatcly twice as much was expended tfor Childcarc
Worker II as was expended for Childcare Worker I, In reviewing the pay rate that was
created for Child Care Worker 11 — Non-Instructional - we found that the current pay
scale shows that the pay will be the "current hourly rate (of the employce’s Job 1) times
150% for all hours worked." We found no other job class or position in the District
that paid this type of premium rate. We realize that the funds for this position arc not part
of the District’s General Operating Budget, but arc generated by the program and
thereforc is self supporting. ITlowever, we question what additional costs are being
passed onto the parents, guardians ctc., that are utilizing the services of the District in
providing this care to provide this premium pay.

To illustrate the difference between the positions and the pay rates, we have provided the
tollowing:

e Teachers are currently paid $19.66 per hour as the On-site Coordinator. They
also maybe hired for $15.86 as a Child Care Worker 11 — This is a different job
class than non-instructional Child Carc Worker TT (NOTE: Teachers were not
considered to be covered under the FLSA, and therefore were not cligible for
overtime pay)

» During our site visits we noted several persons, who arc covered under the
FLSA, and are being paid significantly more than teachers for performing the
same job. For example, a bookkeeper who works as a Child Carc Worker [1 -
Non-instructional - is being paid at a ratc of $27.00 per hour for performing
the same job. (This is their hourly rate times 150% for all hours worked,
regardless of having reached and surpassed 40 hours) Our analysis
determined that any non-instructional cmployee who has an hourly rate above
$10.58 will be paid at a higher hourly rate than a teacher who is working in
the same position.

If the District were to establish a pay scale for the Child Carc Worker IT that was
comparable to the rate existing for the Child Carc Worker II - Instructional, the Betore
and After School Child Care Program will experience substantial savings and maybe able
to pass these savings to the parents and/or guardians of the children enrolled in the
program or to assist the District in the operation of the program.

For example:  Currently, a Childcare Worker II, who is a non-instructional

permancnt/probationary District employee would carn the following pay for working in
the Before and After Schoot Carc program for one week:

e —————
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OBSERVATION (cont.)

Job 1 Regular Pay 37.5hours  $15.00 per hour $562.50

Job 2 Child Care II Pay 15 hours  $22.50 per hour $337.50
Total Pay $900.00

By standardizing the rate for Child Care Worker II - Non-instructional - and by not
paying overtime until the employee has reached 40 hours as is required, the pay for this
cmployee would change:

We have chosen a rate for Child Care 11 — with no difference between Instructional or
Non-Instructional, since the job responsibilities are the same, as $13.50 per hour.

Job 1 Regular pay 37.5hours  $15.00 per hour $562.00
Job 2 Overtime Straight 2.5hours  $13.50 per hour $33.75
Overtime Premium 12,5 hours $21.84 per hourp $273.00

Total Pay $868.75/2

- [1{ The overtime rate is a blended rate, in accordance with FLSA requirements of 3764.50 divided by 5315 hours or
$14.56 per hour, times 150 percent. Thiy blended rate would provide for an hourly premium overtime rate of $21.84.
{$14.56 x 150%)

. 121 If an agreement was in place, (Sce Observation 2} as recommended for Nom-instructional staff members under the
FLSA, that overtime rutes would be hased upon the second job, than the actual total pay would only be $848.88 — this
decrease would represent a 6% deercasc in salurics.

This is a decrease in expenditures of 3% for salarics only, that could go back into the
program.

BACKGROUND

Currently, the School District has a position description which requires that we pay any
individual employed as a Child Care Worker 11, time and one-half for every hour worked
in the program. The FLSA only requires payment of time and one-halt of the employcc’s
regular ratc for any hours worked over forty hours per week to non-cxempt employees.

RECOMMENDATION

In an cffort to reduce costs to the District and possibly pass on savings to the parents
and/or guardians of ¢hildren enrolled in the Before and After School Child Carc Program
we recommend the Associate Superintendent of Human Rcsources, or designee, meet
with the Manager of Compensation and the Coordinator of the Before and After School
Child Carc Program and determine an appropriate hourly rate for Child Care Worker 11,
and apply this hourly rate to all persons filling this position, regardless of whether they
are instructional or non-instructional.

These discussions must be especially cognizant of Observations 2 and 3, as thcy may
have different requirements for the computation of overtime rates: A blended rate for
instructional staff and an agreement for staff covered under FLSA.

e |
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ADMINISTRATIVE RESPONSE-Associate Superintendent of Iluman Resources
The current rates paid to employees in the Before and Alier School Care Program exceed
the minimum pay rate required by FLSA. The methodology for payment of' this group of
employees has been in place for over 10 years, has been School Board approved on at
least two occasions, and provides lor a quality Before and After Care Program. As stated
in the Audit, these funds are not part of the District’s General Operating Budget but are
gencrated by the program and are self-supporting.

Additionally, it is noted that the rate charged to the parents and/or guardians of children
enrolled in the Broward School Board operated program is equal to or less than the rate
charged by Miami-Dade County Schools, Palm Beach County Schools and in the
privately operated programs in t(he Broward Schools. This program will again be
reviewed by July 2004 at which time compensation within this program will be
considered.

|
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4. IMPLEMENT IMPROVED BUSINESS PROCESSES TO CORRECT
DEFICIENCIES IN CURRENT PAYROLL PRACTICES

OBSERVATION

This review was not conducted to examine the programming of SAP/R3 IIR Payroll
Application, however during our site visits and discussions with stalt’ we noted several
functions within SAP/R3 HR Payroll Application, and currcnt business processes adopted
by the District which reflect a significant weakness in the internal control environment.
These observations include the following:

s Records can be deleted within SAP/R3 1IR Payroll Application, and no trace of these
records would be found. For example, as a payroll processor, it would be possiblc to
enter the system and delete records from a previous payroll period, ie., restating sick
leave, taking vacation, and PLV {Leave without Pay). Upon deleting these records
SAP/R3 HR Payroll Application would then recalculate these changes and bring the
additions forward to the next payrotl period with no trace ol the original entry.

e The review by Administrators and payroll processors has proved to be cursory, and
has not curtailed many of the problems noted in this report; including “double
dipping”, the working ol 24 hours straight without any reduction for breaks or iunch
periods, the working through lunch periods by certain district cmployees, and the
continued instances of payment of employces who are on leave, or have resigned
from the District. The continued failure to adequately review the nceessary payroll
reports may give rise to “ghost employees™ on the payroll. According to the “Journal
of Accountancy,” ghost cmployees cost an employer, on average $275,000.

e Limited review of the work schedules and of job classes has taken place. This limitcd
review has contributed to the misapplication of funds for the scheduling and paying
of security specialist and campus monitors. (See Obscrvation 8)

» No crror report is available that would outline any changes made for the current
payroll, for the time between the original input date of the payroll and the check run
dates. Without this type of report, a payroll processor would be able to easily print
out a ZEARNINGS Report and a ZTIM Report and have Administration sign these
reports, and then go in and make changes to the system that could increasc
compensation. At an HRMS meeting in December, the Accounting Director
discussed the need to have a weekly report that would outline these errors. (NOTE:
A new report was relcased by the Systems/SAP Support Center, ZAUDTIM, before it
was reviewed by the HRMS committee who, after a first review of the report, did not
understand its contents.)

e Currently all records in SAP/R3 HR Payroll Application are active from the go-live
date. This mcans that all records can be changed and the chanpes will track back to
7/31/01. (NOTE: District Departments arc currently deciding on the possibility ol
“locking” dates, so that the system will only be active for the prior 60 days.)
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OBSERVATION (cont.)

¢ The communication process being utilized by the Systems/SAP Support Center for
changes to business proccsses are normally handled through a posting to the website
and BECON broadcasts. While this elcetronic means allows for the decrease n the
amount of paper work that is generated through the system, it docs not ensure that
these changes have been read by, seen by, or arc understood by those who utilize the
system,

e The failure of the District to have provided necessary policies and procedures,
including business processes, prior to go-live has greatly impacted the performance of
the system and the performance of employces utilizing the system. (See Observation
9)

e As was stated in Observation 15, the failure of providing on-line authorization
process for payroll.

From go-live to present, SAP/R3 HR Payroll Application has not missed a payroll, but
the expectations of the software was that it would be able to do so much more. The
functionality of the SAP/R3 HR Payroll Application has provided for many of the
functions found in the legacy system, and added certain other functionalities that were not
found in the legacy system. There is a rcason to believe that certain processes are in
place, which will help to dcliver a certain level of confidence in opcrations. There is no
system that is foolproof, and the expense ol creating such a system would prove
impractical. So software companics produce systems which should decreasc to an
acceptable level certain inherent risks in doing business. Il the software company does
not reduce these risks to what is considered to be an acceptable level by the consumer,
then it is up to the consumer to change processes or adopt rules and rcgulations that will
assist in raising the level of confidence.

BACKGROUND

Some of the internal control weaknesses that arc cnumerated above have been previously
pointed out in other external reviews conducted for SAP/R3 HR Payrol Application and
the HR {unctions. In looking at the roles and responsibilitics of the various departments
responsible for payroll, all of internal controls in relation to the SAP/R3 HR Payroll
Application must be overseen and adopted by the Systems/SAP Support Center.
Whichever controls are not inherent to the software, must be addressed through changes
in policy or adopted in busincss practices of the District.

RECOMMENDATION

We recommend that the Director of the Systems/SAP Support Center review current
software configurations to determinc whether any of the internal control weaknesses
pointed out above can be remedied by changes in the softwarc. All weaknesses found
must be addressed.

e e
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ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

We agree with the fact that the current business processes and the SAP/R3 HR Payroll
Application reflect some weaknesses in the internal control environment. It is cxtremely
difficult to address all internal control concerns during any systems implementation. That
is the reason why an Intemnal Auditor was assigned to the Project Team o assumc that
responsibility. The assigned Internal Auditor left this critical position about six months
into the eighteen-month implementation cffort and was never replaced by the Office of
Management/Tacility Audits. However, even with this impediment to the project, we do
not agree, based upon the issues raised, with the statement that the internal control
weaknesses are “significant”. ‘T'he following are responses to the cight control
weaknesses identified in the Observalion:

s Records can be deleted with no trace in the SAP/R3 TIR Payroll Application.

We agree. The SAP System, as purchased, has the capability of tracking
all updates made to the database. This feature was turned oft due to system
sizing constraints, Recently, to meet a request of the Office of
Management/Facility Audits, the system has been turned on to capture all
deletes to Time and Attendance.
We will continue to work with the ETS Department and the End-Users to
maximize existing computing rcsources by implementing an acceptable
archiving stratcgy, establishing an annual procedure lo sct retroactivity
capability and load-balancing the demands on the system. As computing
resources are madc available through these efforts, additional data can be
tracked.

e Review by Administrators and Payroll Processors has proven to be cursory.
We agree. The End-User Training classes, and the busincss process
documentation available to End-Uscrs from various sources we provide,
continue to stress the required review processes to be tollowed by them to
ensure adequate monitoring of payrolls by the each location. Perhaps, the
need to tollow these business processes should be reinforced by a pointed
communication from the Office of Management/Facility Audits.

e No review of the work schedules of all job cluasses has taken place.
We disagree. During implementation work schedules were reviewed 1o
ensure that they agreed with current business practices at that time. 1f past
practices are deemed to be incorrect or arc to be changed by Management,
the SAP/R3 HR Payroll Application will be modified appropriately.

e No error reporl is available that would outline changes made to payroll input.
As mentioned in the Audit Report a new rcport gencrated form the SAP
System has been developed (ZTIMEAUD). It is capable of tracking
changes made to payroll input data since the last time the payroll was
approved and submiticd. The report is currently being reviewed by the
SAP Support Centet.
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ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center
(cont.)

A meeting with both the Fxecutive Director ol the Office of
Management/Facility Audits and thc Accounting Director has been
scheduled to address concerns related to the report.

e Currently all records in the SAP/R3 HR Payroll Application arc active from
Go-Live.

We agree. The sctting of the Control Record to limit retroactivity is an
End-User function. The ramilications of this process are complex as it can
impact a multitude of business processes. These include, but may not be
limited to, Payroll Exception research efforts, correct billing of Grant
Expenditures and appropriate recording of cxpenses in departmental
budgets. The SAP Support Center is working with the Accounting
Department to identify these issues in order to establish an ongoing
timetable for the annual setting of the Control Record. T am of the
understanding that the Control Record will be set prior to [iscal ycar cnd.

» The communication process being utilized by the SAP Support Center does
not ensure that changes have been read by, seen by, or are understood by End-
Users.

We agree that we cannol ensure these changes are read by, seen by or
understood by those who utilize the system. Ilowever, the SAP Support
Center communicates process changes through a website that has had wetl
over 100,000 “hits” since Go-].ive. We use Becon broadcasts, as well as,
SAP’s on-line system messaging. We usc E-mail extensively to send
process change nolilications directly to the specific End-Users impacted.
We incorporate all changes immediately into our training classes and into
out on-line training manuals. In fact, the only thing we do not do is to send
out a hardcopy letter.

However, even if we did send a hardcopy letter, T fail to see how this
would ensure that it was rcad by, seen by. or understood by the recipient
anymore than our current communication vehicles.

s The failure ol the District to provide necessary policies and procedurces,
including business processes, prior to go-live has greatly impacted the system
and End-Users.

We agree. However, it should be noted that the School District signed a
contract that called for “Rapid Application Development” methodology.
(SAP calls it ASAP Methodology). This contracted methodology did not
allow for detailed business process mapping prior to configuration. When
SBBC attempted to deviate from the contract in this matter, it incurred a
$828.000 penalty. Please understand I am NOT recommending SBBC
follow this implementation approach in futurc lcgacy system
replacements.
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ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center
(cont.)

I belicve to do so would be a very grave mistake and T have made my
opinion on this issue known to Senior Management on many oceasions.

» Failure of providing on-line authorization process for payroll.
We agree. As stated above the on-line approval capability will be available
by July 1, 2003.

FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS

It should be noted that the individual referred to did not leave the project, just the position
that was held with the Office of Management/Facility Audits. The individual received a
promotion to the Accounting Department as Manager of Payroll and continued with the
HRMS project and the implementation team. In addition, another individual on the
implementation team, the Supervisor of Payroll, was the former Manager of E.D.P Audits
from the Office of Management/Facility Audits. In total, these two individuals had over
thirty (30) years of auditing experience between them and could have provided valuable
auditing resources and removed any “impediment” that the implementation tecam felt due
to the Office of Management/Facility Audits inability to replace this “critical position.”

Secondly, the Officc of Management/Facility Audits has been unable to fill the IT
position, since the first individual received a promotion. In fact, the position has received
a pay increase and upgrade, but still after four (4) different job announcements our oftice
has been unable to fill the position.

Lastly, as the “projcct management team” was well aware, thc Office of
Management/Facility Audits paid for KPMG 1o go in and review the progress of the
implementation. Their expertise with SAP software which included implementation
experience far surpassed any assistance our stafl may have provided.

Regarding the statcments made in the first bullet, the Oftice of Management/Facility
Audits has made no direct requests from the Dircctor. The Executive Director sits on the
Steering Committee with other administrators, each of which have requested that a
mechanism be in place that would assist in tracking additions or deletions made to the
payroll.

Regarding the statements made in the second bullet, the Payroll is reviewed al every
school as part of the scheol’s Internal Funds Audit.  Currently, the Office of
Management/Facility Audits has becn issuing discussion items to schools rather than
procedural payroll exceptions, since the policies and procedures for payroll practices are
for the most part obsolete. Schools and Departments have received exceptions when
overpayments, underpayments or time has not been correctly charged. When the policies
and procedurcs are updated to match current busincss practices the Office of
Management/Facility Audits will be ablc to “reinforce” the messages communicaled by
the Director of the Systems/SAP Support Center.
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FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS (cont.)

Regarding the statements made in the third bullet, had the work schedules been reviewed
the project management team would have been aware that the work schedules from the
legacy system did not match the work schedules as outlined in the contracts of the
security specialist and campus monitors, and could have approached senior management
to ensure that these were the work schedules that the District wanied to continue with.
This type of proactive measure may have assisted saving the District money, and should
have been part of the review process that was conducted.
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THE CURRENT LACK OF OVERTIME REPORTS AVAILABLE IN SAP/R3
TIIR PAYROLIL APPLICATION HINDERS MANAGEMENTS ABILITY TO
PROPERLY SUMMARIZE, COMPARE AND ANALYZE THE DISTRICT’S
PAYROLL

OBSERVATION

The use of many softwarc programs is greatly enhanced by the reports the system can
generate. The information that can be derived from these reports to assist management in
conducting analyses that assist in improving operations is essential for increasing
efficiencies in operations. Although there are a number of reports that are available
through the SAP/R3 HR Payroll Application, we found a number of key reports, related
to overtime that would assist in the review of Overtime and Payroll in the District are
unavailable.

For example, when the payroll system operated through the mainframe, we were able to
request reports through ETS to perform neccssary comparisons. One of the reports
requested was a summary of the amount of overtime payments made in the District. ETS
was ablc to generate this report from the prior payroll system, while it could not be done
with the SAP/R3 IR Payroll Application. With the information we received Irom ETS,
we were able lo determine where the overtime payments were being made and separate
these payments into schools, off-site and departments.  (These charts are shown in
Scetion II — Background, page 8) When we spoke with staff at the Systems/SAP Support
Center we found that they were unable to producc any type of reliable report that would
support the amount of overtime expenditures that were paid in the District. The mability
ol SAP/R3 HR Payroll Application to provide a reliable report which would enable us to
summarize, compare and analyze the overtime payments made by the District [rom July
2001 — through the present date, have greatly hindered our ability to make any type of
specific statements regarding amounts expended by the District for this period.

In addition we requested a report from ETS for this audit which provided a summary ol
overtime paid by Job Class Codes for the years 1999-2000 and 2000-2001. (SEE
EXUIBIT 1) This allowed us to review the overtime thal we arc paying to particular
types of jobs throughout the District. SAP/R3 HR Payrell Application categorizes
cmployees by “chair” (budgeted position) number. This method was chosen to allow
position management, and to ensure that persons could not be employcd if they did not
have a “chair.” Unfortunately, the use ol this mcthod has hindered our ability to review
common job class codes through SAP/R3 HR Payroll Application. For the reports we we
able to obtain from ETS, we noted the following:

e During 1999-2000, five percent (5%) of all job class codes in the District received
overtime payments totaling over $100,000. These job class codes accounted for 52%
of all the overtime payments made and totaled $7,041,895.

e During 2000-2001, six percent (6%) of all job class codes in the District received
overtime payments totaling over $100,000. These job class codes accounted for 57%
ol all the overtime payments made and totaled $8,670,637.
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OBSERVATION (cont.)

s Of the 23 job classes that received overtime payments exceeding $100,000, we tound
that Transportation positions (including Bus Operators, Bus attendants, etc.)
accounted for 26% of the 23 job classes, and were paid §4,942,309 for the two years,
or 34% of the payments noted.

e Ofthe 23 job classes that rcceived overtime payments exceeding $100,000, we found
that Facilitics Service positions (including Head Facilities Serviceperson -High,
Middle and Clementary - , School Site Repairperson, etc) accounted for 35% of the
23 job classes, and were paid $4,310,068 for the two years, or 30% of the payments
noted.

s Ofthe 23 job classes that received overlime payments exceeding $100,000, we found
that After Care Workers (After Care Worker II, I, and Clerical ~Add’l position
Aftercare, etc.) accounted for 3% of the job classes, and werce paid $2,392,840 for
the two years, or 16% of the payments noted.

District Administrators must receive various types of reports in order to eftectively
conduct business. If these reports are not native to the system, or the information that 1s
being requested resides in several different areas, the District must utilize in-house
programmers and when the information being requested is beyond in-house stalf’s
capabilities the District is forced then to contract with programmers to create the reports.
This normally proves to be expensive. Aller go-live, the District was having troubles
explaining to staff why their paychecks contained a “Difference from Pre.” So to assist
persons in this explanation, a report entitle ZRETRO, was created for the District by an
outside programmer. This report is not native to the system, and rcquircs some
experience and training to be able to determine what causcd the differences and then
provide an explanation to staft.

BACKGROUND

This report has been critical of bringing former questionable business practices from the
former system Lo the current system. But the one ares, in the former system, that was
always very accessible to administration was ETS’s ability to generate the necessary
reports to allow management to summarize, compare and analyze data. The SAP/R3 HR
Payroll Application was approved for purchase on December 7, 1999. The system went
live on July 1, 2001. Many of the reporls that have been created are not native to the
system and have been created by outside consultants. Many ol the other reporting
capabilitics of the system have gone unexplained or the reports available for Management
have been delayed.

in addition, during one of the reviews conducted by external consultants, KPMG, stated
that a report list was imperative to allow management the ability to properly review,
summariz¢ and analyze data.
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RECOMMENDATION

We concur that with the continucd use of the system, the payroll processors, staff and
administration will pain a better understanding of all the information that is available
through SAP/R3 HR Payroll Application. To date, we have not found that to be the case.
We recommend that thc Associate Superintendent of Human Resources, or designee,
begin to request overtime reports from Systems/SAP Support Center for review. Two of
the areas which we lound to be useful, included:

1. Overtime payments made to all employees, sorted by location and job class.
2. Overtime payments made to employees for positions other than Job 1.

These rcports can be an effective management tool that may assist Administration with
identifying organizational priorities for planning the upcoming school yecar(s). If
Systems/SAP Support Center is unable to produce these types of reports, then a business
decision nceds to be made regarding the costs involved in creating these reports versus
the benefits derived from thesc reports. This information then needs 1o be forwarded to
Senior Management for direction.

ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources
Development of overtime reports to properly summarize, comparc and analyze the
District’s use of overtime fails to focus on the underlying functional business processes
that give rise to this expense. It is recommended that each supervisor who authorizes use
of overtime be held accountable for that decision. Appropriate reports should be provided
to these supervisors to facilitate their oversight.

In addition, supervisors should consistently monitor the need for authorizing overtime
and recommend business process improvements that might reduce the need for overtime.

FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS

We can see no time when overtime ol somce type will not he worked and compensated
when you employ the number of persons as the School Board does each year. We feel
that accurate reports must be readily available to both supervisors at the sites and
administration off-site so that analyzcs can be conducted and possible trends identified,
without travcling to each and every location that may havc pencrated this overtime.
Current overtime reports which are available in the SAP/R3 Payroll Module do not ofler
these reports, or the ability to conduct the analyzes as were conducted for this review.

We do agree with the statement that Supervisors who authorize overtime arc accountable,
and have reviewed thirty-two (32) sites, (See [xhibit II) to dctermine whether these
Supcrvisors have followed School Board Policy. 'The lack of reports diminishes the
internal controls and checks and batances over overtime cxpenditures throughout the
District.
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6. CORRECT OVERTIME HOURLY RATE FOR EMPLOYEES WIIO
RECEIVE LONGEVITY PAYMENTS

OBSERVATION

During our review of the District’s payroll, we noted that persons who complete certain
length of service requirements receive longevity payments. These payments are divided
up into the paychecks that these individuals receive throughout the year. We noted that
payments were being made to 698 District staff, which ranged from $600 to $1,600
annually. The “hourly-rate” associated with the longevity payments is not being included
in the overtime rate for those employecs that work overtime.,

The legal firm which we contracted with stated that it is very clearly established in the
law that fixed longevity payments, “that is payments that the employer has agreed (o pay
once certain length of service requirements are fulfilled, must be included in regular rate.
If the longevity payments are requircd to be made as part of the employee’s
compensation for working, they must be included in the regular ratc for overtime
purposcs.”’

We have outlined below the financial impact to the District of one staff members
avertime for one pay period: (Based upon an actual employee within the District)

An Office/Manager I (Confideniial) Elementary/Middle who received 8.75 hours
of overtime for the pay period ending May 3, 2002.

The hourly rate shown for this person for 2001-2002 was 819.79 per hour. In
2001-2002, this individual received longevity payments totaling $1,100 for the
vear. This equated to 84.51 per day, or $.60 per hour. Therefore, for overtime
calculations, this person’s hourly rate was actually $20.39 un hour. Rased upon
time and one-half. the projected overtime payment that should have been received
was $267.62. 1his individual received $259.69, or an underpayvment of $7.93.

BACKGROUND

Title 29 U.S.C Subscetion 207(e)(3) states,
...sums paid in recognition of services performed during a given period...are
excluded from the regular rate only if either .. .both the fact that the payment is (o
be made and the amount of the pavment are determined at the sole discretion of
the emplover at or near the end of the period and not pursuant to any prior
contract, agreement, or promise causing the employee lo expect such pavments
regularly...

We determined that due to a previous FRS (Florida Retirement System) Audil that was
completed by the State, the District was at one point cited for inclusion of several items,
(Cafeteria Benefits, Longevily) in basc pay for contribution purposes for FRS.
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RECOMMENDATION

We recommend that the Depuly Supcrintendent, or Chief Operating Ollicer, or designee,
meet with Associate Superintendent of Human Resources, or designee, Director of
Systems/SAP Support Center, Director of Non-instructional Wage and Salary, Director of
Cmployee Relations, Director of the Accounting Departinent, and the Director of the
Budget Department to determine the number of overtime hours that all persons who
received longevity pay worked over the prior years.

We recommend that the Director of Systems/SAP Support Center meet with the
appropriate  staff to determine how SAP/R3 HR Payroll Application can be
reprogrammed so that the nceessary changes can he made to ensure that overtime rates
are properly calculated, and fhat these rates are not included in the employees FRS
contribution calculations. Programming must be such that any type of leave that would
actually “dock™ a worker’s pay does not include the computed hourly rate for longevity

pay.

As we understand it, SAP/R3 HR Payroll Application has alrcady been programmed so
that teachers annual pay is tracked along with the amount that is be used for calculating
FRS contributions, thercfore, the programming already exists.

ADMINISTRATIVE RESPONSE-Deputv Superintendent

The Deputy Superintendent, Facilities and Construction Management, will facilitate a
meeting with the new Chiel Operating Officer (start date April 30, 2003) and key
department hcads to address the actions and corresponding timelines for corrective
actions to items 6,8,9,15 and 16. This meeting shall oceur not later than July 15, 2003. A
status report will be provided to the audit committee not later than September 30, 2003.

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

The decision to include Longevity Payments in basc pay for the purpose of computing
overtime rates for employces needs to be made by the IIR Division, as they arc the
business process owner. Assuming the Human Resources Division agrees with this Audit
Report Obscrvation it is estimated that it will take upproximately 4 to 5 weeks to modify
the payroll program and thoroughly test the change prior to implementation.
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7. EXPEDITE NECESSARY SOFTWARE PROGRAMMING TQ SAP/R3 HR
PAYROLL APPLICATION TO CORRECT ERRORS WITH HOLIDAY PAY

OBSERVATION

During our site visits and discussion with Pupil Transportation personnel, we noted that

there was a substantial number of overpayments being made within the Transportation

Department. Although the Ernst & Young LLP.’s report contained scveral audit findings

and rccommendations related to the Maintenance Department, we found that these same

problems existed with the Pupil Transportation. Specifically, two conditions noted

included:

e Changes made to the COMPASS System and/or SAP/R3 HR Payroll Application,
alter the updating of information from one system to the other, and

e The payment of wages for holidays when the employee was on an unapproved
abscnce.

Our review of the Federation ot Public Employees contract, Article 14 (B)(1) states:

“Six (6) paid holidavs should be observed on their respective dates for
fransporiation...

(B)(4) continues by stating. "'in order to be eligible for holidav pay, an emplovee
must have worked the day before and the dayv afler the holiday, unless the
emplovee was on approved annual, sick or personal reasons leave...”

Discussions with payroll processors at Pupil Transportation indicated that currently is not
business process in the District to handle this situation, and if Pupil Transportation or
COMPASS personnel fail to indicate that the person is ineligible for holiday pay,
SAP/R3 HR Payroll Application processes the day as a paid day.

We also found that there are 55 bus operators and 17 bus attendants who were in the
process of being removed from employment in the District, but were still active for
payroll purposes. Since no busincss process existed in the District, the system was
unable 1o remove these 72 persons, immediately, so every subscquent paid holiday, until
they are removed, would result in these 72 individuals receiving full payment for these
holidays, cven though they did not work any of the required hours. 'The Accounting
Department, if properly notified, has the ability to stop a check or retrieve a check, before
it is issued, but persons with direct deposit of their checks creates a more difficult process
to undo.

We estimate the fiscal impact of this glitch Lo be approximately $25,920. We arrived at
this figure by the following computation: 72 inactive persons, x six paid holidays, x an
approximate daily rate of $60 {6 hours x $10 per hour). The $10 hourly rate was an
average used for calculation purposcs. (This figure would fluctuate depending on the
number of drivers and attcndants that we are unable to immediately remove.)
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BACKGROUND

The Systems/SAP Support Center’s responsibility is to monitor the SAP/R3 HR Payroll
Application to ensure that payments being calculated are accurate. All changes to the
SADP/R3 HR Payroll Application are performed by the Systems/SAP Support Center or
outside consultants.

We were unable to determinc whether the lack of business proccss was known by the
project management team, prior to SAP/R3 HR Payroll Application implementation, or
whether it was discovered alter implementation. The Director of Systcms/SAP Support
Center has statcd that Food Service Department is addressing this “software” defictency
via a workaround.

RECOMMENDATION

We recommend that the Dircctor of Systems/SAP Support Center mect with SAP/R3 HR
Payroll Application officials to determine whether a programming solution can be found
and to take immediate aclion to resolve this problem.

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center
First, there is a statement madc in the Observation that is incorrect. It states “We have
determined that the system was unable to remove these 72 persons”. Not only could these
poople have been removed from the system had proper processes been followed by the
End-Users, but the overpayments could have easily been avoided had the location’s
Payroll Contacts followed proper procedure and immediately placed a “Stop Payment”
action on each of the employccs’ records.

We agree with the need to change the business process, but we disagrec that it can be
automated in the SAP Application. The SAP/R3 HR Payroll system will not
automatically facilitate the docking of paid holidays, since these days are not inclusive in
their work schedule. You cannot dock a person for a day that he/she is not scheduled to
work. We suggest, as an alternative, that the workaround being used by the Director of
Food Services be considered by the other Departments impacted by this business process
need.

FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS

It does not seem rcasonable for the District to have spent as much as we have on the
SAP/R3 HR Payroll Application, and then force departments to create a work around to
properly pay or not pay individuals.
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FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS (cont.)

We realize that no softwarc system is able to incorporate all the practices that may be
found in the District, but these processes should have been known prior to installation,
and should have been addressed with a process solution prior to go-live.
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§. THE WORK SCHEDULE AND BUDGETED FUNDS FOR SECURITY
SPECIALIST AND CAMPUS MONITORS DOES NOT AGREE WITH THE
PROVISIONS OF THEIR CONTRACT

OBSERVATION

While revicwing a report compiled by ETS regarding the amount of overtime paid to
cmployees of a particular job class, we noted that for 1999-2000 and 2000-2001, Sccurity
Specialist’s of the District were paid in excess of $390,000 in overtime payments. As we
began our site visits, (See Section [V — pages) we reviewed several Security Speciahist
positions and found that there was a difference in the wording of the sccurity specialist’s
contract and the programmed and budgeted work schedule.

Our review of the Federation of Public Employees contract, as it relates to Security
Specialist, noted:

Article 9 (A)(3)...The normal working day for full-time permanent security
specialists shall be seven and one-half (7 1) consecutive hours, including a thirty
(30) minute unpaid lunch period...

We considered the wording of this passage to be somewhat ambiguous, so we contacted
the Director of Employee Relations, the Dircctor Non-instructional Wage and Salary and
a Federation Representative to get clarification. Cach of these individuals stated that this
passage meant a seven (7) hour workday and onc-half (1/2) hour unpaid lunch.

Based upon further review, we noted that the current work schedule programmed into
SAP/R3 HR Payroll Application which reflects a 7.5 hour workday for security
specialists was the samc work schedule that was reflected in the legacy system. When
this discrepancy was uncovered we reviewed the actual funding of this position, and were
informed by the Budget Department that these employees were being funded at 7.5 hours
per day. We also noted that Campus Monitors, who are also covered under the
Federation Contract had the same deficiencies.

Operational dccisions must be made at school sites and/or the District to determine the
needs of schools. Several functions such as having a Security Specialist at schoals when
students arc not on campus and Campus Monitors walching sceurity cameras after the
students have left the campus, needs (o be reviewed. We were able to determine that if
the District were 10 budget and schedule these employees as outlined in their contract the
District can save approximately $667,000 in onc¢ ycar. In a time when every budget
dollar counts, this could be a significant savings to the District. Tlowever, the savings
should not come if the safety of the students and staff is compromiscd.
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OBSERVATION (cont.)
During our site visits we noted:

e The Security Specialist’s normal tour of duty at many locations (including, Dillard
ITigh School, Flanagan High School) was eight (8) hours. In speaking with personnel
at these schools, we questioned why their security specialist were scheduled in such a
manner, School staff stated that when you pulled up the SAP/R3 HR Payroll
Application screens and the position, these are the hours shown.

e Al McNico!l Middle School, the Security Specialist’s normal tour of duty was scven
and one-half (7 %) hours, which included his lunch hour. For this individual and any
other tour of duties which were 7 % hours, the District would be overpaying these
staff members Y hour per day, since SAP/R3 [IR Payroll Application is set up for
paying 7 ' work hours. We do not know the number of individuals that are
scheduled in this manner.

BACKGROUND

The Office of Management/Facility Audits has commented in numcrous rcports that
many of the software programs of the District may contain crrors that go undetected until
someone questions them. Several ycars agoe, our department uncovered a programming
error that resulted in the recovery of approximately $500,000. We have stated that there
is no one in the District who is assigned the responsibility to ensure that as laws, rules
and regulations are passcd that the passage and the impact to various software programs
operating in the District are properly moditied.

RECOMMENDATION

We recommend that the Deputy Superintendent, or Chief Operating Officer, or designee,
review the organizational nceds of the District and determine whether thesc individuals
should be scheduled and funded at 7.5 work hours per day, or whether the District should
impose the guidelines st forth in the Contract which reflect payment [or seven (7) hours.
The change in hours would be a savings to the District. Once a decision is reached, it is
esscntial that the proper departments be notificd, including Systems/SAP Support Center
and Budget to ensure that the necessary changes are made.

In addition we recommend that the Director of the Systems/SAP Support Cenler producc
4 table which reflects all job classes and their respective workdays. That each of the
individuals mentioned above should revicw this table and sign-off to agree that the work
schedule entered into SAP/R3 HR Payroll Application is reflective ol the actual hours per
week as required by their respective contracts.

The Deputy Supcrintendent, or designee, should review or assign reviews of all
lcpislative issues, both Federal and Local and all contract provisions and revisions (o
ensure that there is a responsible party for the communication of nccessary changes by
the District to the Systems/SAP Supporl Center,
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RECOMMENDATION (cont.)

A form should be created that will show what changes are necessary, the date the change
is to go into effect, the date which the form was issued, the date the form was recetved
and other pertinent data to ensure changes to the payroll system are properly monitored.

This communication is not only necessary for the Systems/SAP Support Center statt, bul
for all tables that exist with ETS also. In addition, we recommend that the Director of the
Systems/SAP Support Center and the Execulive Director of ETS create/develop a table
which will show all the data that is being captured for use in determining payments or
expenditures so that the Deputy Superintendent, or designee, will know what information
is nceded and being effected by changes.

We recommend that the Director ol the Systems/SAP Support Center meet with the
Associate Superintendent of Human Resources, or designee, the Director ol Non-
Instructional, Wage and Salary, Director of Employce Rclations, Manager of
Compensation, and the Director of the Accounting Department to determine the number
of security specialists who arc paid for 7 '4 hours per day , as programmecd into the
SAP/R3 HR Payroll Application, that have only worked 7 hours and determine the
amount of overpayments that may be duc the District.

ADMINISTRATIVE RESPONSE-Deputy Superintendent

The Deputy Supcrintendent, Facilities and Construction Munagement, will facilitate a
mecting with the new Chief Operating Ollicer (start date April 30, 2003) and key
department heads to address the actions and corresponding timelines for corrective
actions to items 6,8,9,15 and 16. This meeting shall occur not later than July 15, 2003, A
status report will be provided to the audit committee not later than September 30, 2003.

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

The SAP Support Center agrees to provide the information requested to assure the
assignment of proper work schedules. However, work schedules in the new SAP system
are assigned to a Position nol to a Job Class. We will meet with the Office of
ManagemenU/Facility Audits to reach agreement on exactly what information would best
facilitate their request.
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9. UPDATE SCHOOL BOARD POLICY AND STANDARD PRACTICE
BULLETINS FOR THE EFFECTIVE OVERSIGHT OF THE PAYROLL
PROCESSES

OBSERVATION

The largest single expenditure of the District is the payment of employees. Historically,
we have found that a location expends between 85 — 95% ol their budget on the salaries
of the staff, Yet, the District has not updated its School Board Policies or Standard
Practice Bulletins for the new SAP/R3 HR Payroll Application. Specifically, the current
School Board Policics and/or Standard Practice Bulletins are:

e School Board Policy 4300.1, Overtime Pay — Noninstructional Employees. This
policy was adopted on May 15, 1986 and was last amended on August 18, 1998.

e School Board Policy 4.3, Certificates of Absence for Leaves. This policy was adopted
on March 5, 1991,

e Standard Practice Bulletin A-445, Zime and Attendance Record Keeping, This
Standard Practice Bullctin was issued January 1, 1992

o Standard Practice Bulletin L-401, Substitute Teacher Payroll Procedure, s dated
September 1, 1992,

s A Manual issucd during SAP/R3 HR Payroll Application training, entitled, Basic
Payroll 1ime Management.

The mechanics of inputting time information and the operation of SAP/R3 HR Payroll
Application are covered in this manual, but laws, rules, regulations and standard
procedurcs regarding payroll processes are not.

The District spends millions of dollars on payroll, yet the information is input by persons

with limited or no formal training on payroll issues and these persons are forced o rely

on:

s I'wo (2) School Board Policies, one that is twelve (12) years old and one that is over
five (5) years old.

e Two (2) Standard Practice Bulletins that that arc over eleven (11) years old,

During our site visits we noted numerous problems. (See Section IV) Some of thesc
problems included:

No documentation of employce's daily work hours.
No written approval for the overtime.

No documentation for the purposc of overtume.

No standardized forms.

talb ol
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OBSERVATION (cont.)
As with many departments in the District stall and administration are attempting to keep
up with day to day tasks, so the ability to plan, forecast and strategize arc lost.

It is recognized that the Accounting Department and the Systems/SAP Support Center
has handled thousands of calls, e-mails and inquirics and successfully resolved the
inquiry. But, many of the e-mails that we reviewed showed that the assistance offered
provided information that was incorrect or not useful.

BACKGROUND

The District has been cited by OPPAGA (Ollicc of Program Policy Analysis and
Government Accountability), in the MGT of America Report datcd March 1999
regarding various deficicncies noted with the Policics of the District. Included in this
report were the following recommendations:

e Establish a Master Schedulc for policy revision, assigning policies to all appropriate
departments and divisions for review and recommended action.

« Assign the Office of the Associate Superintendent and Board Liaison as the primary
caretaker of the policy manual, including responsibility for maintaining the files and
updating the manual. (This position has not been on the District Organizational
Chart for several years.)

e Develop onc comprehensive administrative procedures manual or series of
division/department manuals, as appropriate, and design and establish a coding
system which identifics the school board policy and the administrative procedures
guided by the policy.

RECOMMENDATION

We recommend that the Associate Superintendent of Human Resources, or designec, and
the Executive Director of HRD coordinate and facilitate a Staff Development Task Force
with representatives from appropriate departments. The rolc of this task force is to:

. Establish staff development needs based on deficicncics noted in this report.
o Standardize procedures that are referenced in this report or that are found to be
nconsistent.

Design quality staff development for targeted payroll personnel at all levels.
Mcet quarterly to ensure practices are consistent and staff development is up-to-
date as new procedures are put into place.

In addition we recommend that the Exccutive Director of HRD work with appropriatc
departments and school personnel to design and develop training in FLSA. Staff
development nceds to be mandatory for all administrators, all department heads that
oversee persons covered under the FLSA and all Accounting Department personnel
involved in the payroll process. Departments will nced to provide trainers and ensure
that the training is updated and revised in accordance with policies and procedures.
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RECOMMENDATION (cont.)
We recommend that thc Deputy Superintendent, or the Chief Operating Official, or

designce:

o Meet with Manager of Systems and Procedures to begin to assign the policies and
bulletins to the respective departments for re-writing or editing to current practices
and in accordance with the findings revealed in this report. We recommend that legal
counsel be involved with the writing of these policics as the subtleties of the FLSA
require specific knowledge. [n addition, we recommend that Standardized Forms for
payroll be created lor many of the items disclosed in this report, including the
documentation of overtime, the agrcement for employees to accept payment of
overtime at the ratc for the job it was incurred in, etc. (See Observation 2)

e Create a payroll manual which must incorporate all the changes and revisions
recommended in this report. This payroll manual must be distributed to every
location in the District. This ensures that a consistent message is being sent Lo all
employees. Once this hard-copy manual is issued we would also rccommend that this
manual be placed on-line.

e Review all call-in centers, such as the Accounting Department and Systems/SAP
Support Center and install some type of quality control monitoring system, so that
management can focus on customer requests called in, to ensurc that the information
being disscminated is cotrect. Bvery major corporation in America uses these
monitoring systems to ensure that their customers are being treated correctly and that
the messages that are being sent are consistent and correct. This monitoring system
will also assist the administration in cvaluating personnel and ensuring that their
respective departments are providing the highest quality service to its customers.

e Review the MGT ol America Report to determine whether the pelicies and
procedurcs of the District have undergone an cffective and efficient review, to
determine whether they are applicable, whether laws, rules and regulations that the
policies were based upon have been repealed or changed, and to implement corrective
actions to address these inefficiencies.

ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resourccs
School Board Policy and Standard Practices expectations were provided to all district
principals and department heads by memo and Q&A during May 2003 (see attachment
#2). In addition, School Board Policy recommendations for revision will be considered
by the Policy Review Committce by August 2003.

ADMINISTRATIVE RESPONSE-Deputy Superintendent

The Deputy Superintendent, Facilitics and Construction Management, will facilitate a
meeting with the new Chicf Operating Officer (start datc April 30, 2003) and key
department heads to address the actions and corresponding timelines for correetive
actions to items 6,8,9,15 and 16. This meeting shall occur not later than July 15, 2003. A
status report will be provided to the audit committec not later than September 30, 2003.
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ADMINISTRATIVE RESPONSE-Executive Director of HRD

| agree with the recommendation and will coordinate and lacilitate a Staff Development
Task Forec that will meet quarterly beginning June 2003. T agree with the role of the task
force as defined in the recommendation and will facilitate the standardizing of procedures
and design of guality statf development.
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10. MODIFY THE DISTRICT’S PAYROLIL. SCHEDULE TO REDUCE THE
NUMBER OF PAYROLL CYCLES IN ORDER TO IMPROVE EFFICIENCY

OBSERVATION

During the strategic planning sessions for SAP/R3 HR Payroll  Application
implementation, there was considerable thought given to condensing the number of
payroll runs that were performed. Ultimately, several payroll runs were combined, but
for the most part (he number of payroll runs is unwieldy. The chart helow outlines the
number of payroll schedules and pay checks that the District cutrently runs:

Payroll Number of
Schedule | Payroll Cycles Type of Employee
Sl 28 196 Day Employees  Teachers
S2 24 244 Day Employees  Principals
83 27 216 Day Fmployees School
Based Clerical, A.P.’s
S4 29 186 Day Employces — Fooed
- Service, Para-professionals
S5 27 Year Round Schools - By Track
S6 27 Year Round Schools — By Track
Bl 26 261 Day Employees -
Maintenance, Custodial

The size of the District and the number of payrolls necessitates the stafl’ completing
payrolls at the schools to input payroll on a daily basis. Most of the department payroll
processors fare somewhat better since they do not have to deal with the variety ol
employees that a school must face.

in addition, the number of payroll schedules and number of paychecks, resulls in
prepayment of salarics to District personnel. This prepayment has been discussed
previously, but instead of changing the payroll schedulcs the District chose to show the
following information on each persens pay check:

Contract Earned........
Contract Paid...........
Annual Salary..........

Although this information does show a legal debt owed by the employees, the collection
of these debts has proved frustrating and not very efficient. (These overpayments
oceurred in the District’s previous payroll system, but were not identified on reports
which are currently available to the District.)
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OBSERVATION (cont.)

The onc thing that all employees want, no matter the employer, no matter the job that is
being performed is to be paid the proper amount and on timc. As everyone is aware this
has not always occurred in SAP/R3 HR Payroll Application, but it also did not always
oceur in the previous payroll system. Many of the errors that occurred in the previous
system have been duplicated in SAP/R3 HR Payroll Application, and have now become a
concern for all the parties involved. The District has not made the necessary changes to
its business proccsses to enable SAP/R3 HR Payroll Application to work effectively, to
relieve some of the burden that school personnel doing payroll are facing, and to assist in
saving money in the running of payrolls.

BACKGROUND
The Prepayment of employees and vendors is outlined under the State of Florida

Constitution Article VII, Scction 10,

Negotiations are held with the District to develop compensation and labor related issues.
Many of the contracts reviewed stated that the pay was to be bi-weekly. Although certain
contracts contained other Janguagc that spoke to the timing of checks, we could not find
anything in the currcnt contracts that would prevent changes to contracts that were found
{o be in the best interest of the District and thercfore the employees.

RECOMMENDATION

In order to assist school personnel, with the SAP/R3 HR Payroll Application, we arc
recommending that the Associate Superintendent of Human Rcsources, or designee,
implement payments to all employees on a bi-weekly basis. This method of payment is
standard praclice among Federal Employees, Municipal cmployces and many
corporations.  Although, there may be some language in current contracts that may
prevent this move immediatcly, the District needs to initiate this change in all bargaining
units for the cffective and efficient operation of payrol], both at the District level and the
schoo! level. This change in payroll practices will save the District money and will
improve efficiency by:

e Decreasing the time expended at the school level with the number of payrolls to track
and input.

» Dcerease the daily resources of the SAP/R3 HR Payroll Application, with the daily
need for inputting payroll. Although the system will need to be reviewed to ensure
that it can handle the switch from the current pay schedules to the bi-weekly
schedule, to determine what costs may be associated with this switch: in terms of re-
programmning, computer resources and personnel.

e Decreasing the amounts being “prepaid” to individuals, and lessen the need to try and
collect sums that are due the District when these persons leave the District.
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RECOMMENDATION (cont.)

We have had discussions with staff and realize that there may be somc problems in
determining the number and timing of paychecks, duc to the number of days actually
worked. But these are not insurmountable problems and must be addressed on the basis
of what is the best way of doing business, not on the basis of what special interest this
will accommodate the most. The District must become more eflicient in order to save
monies and by dcercasing the number of payroll schedules and the number of paychecks
issucd, this savings will be realized.

ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources
Standard payroll practices vary among comparable school districts. Tax and benefits
deductions implications of various payroll cycles and related mplications should also be
considered. Significant improvements in both staff accuracy and eflicicncy might be an
added benefit.

Discussions with staff in impacted departments indicate general consensus that one
standardized payroll cycle for all employees is preferred for both cfficiency of operation
and optimum service to customers (employces). Action plans to implement one payroll
cyele of 26 checks for all employees annually will be initiated with 2003-2004 contract
negotiations.
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11. RECOMMEND A PAYROLL POSITION BE CREATED AND FUNDED IFOR
THE EFFECTIVE AND EFFICIENT OPERATION OF PAYROLL
FUNCTIONS

OBSERVATION

Prior to the implementation of SAP/R3 HR Payroll Application school personnel would
accumulate data on abscnces, leaves and other payroll information, and a day or two prior
to the payroll cut-off date would organize and input this information as necessary. This
was not always the most effective or efficient way of operating, but it allowed these
office managers, bookkeepers, budgetkeepers and others to perform all the other
necessary functions of their respective jobs. With the implementation of SAP/R3 HR
Payroll Application these same persons had to start cxpending a significant part of their
day, inputting, correcting and trying to enter the same information into the new payroll
system. In addition, with the implementation of SAP/R3 HR Payroll Application, the
necessity ol explaining differences in paychecks, including “Differences from Pre.”, and
significant hours researching sta{l’ inquirics. ‘This has caused many problems in the
performance of what uscd to be these persons Job 1's.

During our review, we found that we have left the decision ol'how to pay and what to pay
employces throughout the District to persons who may have little or no training in
Federal Law or State Law as it applics to payroll. This is not a new problcm that was
created by SAP/R3 HR Payroll Application. No dedicated payroll position existed with
the old payroll system.

BACKGROUND

Payroll is the largest cxpenditure of the District. It accounts for roughly 85 — 95% of
general funds expended, yet the task has been relegated as a part time duty, to persons
who must perform other very nceded tasks throughout the school system. The duties of
the payroll processor(s) have merely evolved.

RECOMMENDATION

We recommend that the Assoctate Superintendent of Human Rcsources, or designee,
recommend the funding, hiring and training of payroll professionals to handle the necd of
the largest single expenditure made in the District to the School Board. As this review
has pointed out, improvements are needed Lo prevent errors that result in overpayments
and underpayments. In addition, enhanced training is needed {or cmployccs that are
being asked to make decisions surrounding the payment of wages to District employees.
This recommendation may result in a major expenditure to the District. The Associate
Superintendent of Human Resources, or designee, should consider a needs assessment to
phase-in this position, especially at the high school level, so that the cost to the District is
spread out over a number ol ycars.
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ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources
This recommendation could include provision for a review of benchmark best practices
and the use of the Sterling process to develop appropriate workflow process
improvements to correct payroll deficicneies.

Use of the Sterling process could lead to the decision to recommend a position but it
could, with equal justification, lcad to workflow process improvements that might
provide similar results.

FOLLOW-UP RESPONSE BY THE OFFICE OF MANAGEMENT/FACILITY
AUDITS

The recommendation made by the Office of Management/Facility Audits focuses on
providing assistance to the school persormel for effective payroll operations. If the
Human Resource Department is able to provide an alternative recommendation that will
provide similar rclicf to the schools to ensure cifective and efficient operation ol payroll
we arc sure the schools would welcome this recommendation.
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12. DEVELOP DEFINED WORKWEEKS WIIICH COINCIDE WITH PAY
ROLL SCHEDULES TO DECREASE THE ERRORS ASSOCIATED WITH
THE CALCULATION OF OVERTIME IHOURS

OBSERVATION

As discussed in Observation 12, the District currently has seven (7) different payroll
schedules which generatc from 24 to 29 payroll cycles per schedule, annually. In almost
every payroll schedule (S-1, 8-2, etc.), we found that the payroll schedule was ditterent
than the “workweek™ thal was defined in SAP/R3 HR Payroll Application. This
difference significantly contributed to the crrors that we noted in the calculation of
overtime. These differences were the result of operator error and/or a lack of knowledge
posscssed by the payroll processors on the usc of “banked hours” by the SAP/R3 HR
Payroll Application. Due to the problems noted in trying Lo determine overtime
payments, we have found that some employees are not recelving overtime pay for hours
worked in a timely manner. We noted scveral instances in which it took up to three (3)
weeks after the overtime was worked for the employee to actually reccive the overtime
premium payment. (NOTE: It should be noted, that although overtime pay was not
received, the employee was found to have received their regular rate ol pay for these
“overtime” hours on the first paycheck following the input of these hours.) See Section
1V, Site Visits, for a detailed description of how to determine overtime hours.

Staff at the Systems/SAP Support Center stated that the new Payroll System delaults to
compute overtime bascd on a Monday through Sunday workweek for most employees.
Qur review of Board Documents revealed that there are currently two District contract’s
which defines a “workweck” that is different from Monday through Sunday.

BACKGROUND

One of the largest cxpenditures of the School Board of Broward County, Florida is
payroll and one large segment of this payroll is overtime. The Fair Labor Standards Act
(FLSA), requires that the School Board pay overtime to non-cxempt employees who
work over forty hours in a given work week in a timely manncr.

RECOMMENDATION

We recommend the Associale Superintendent of Human Resources, or designee, meet
with Director of Systems/SAP Support Center, Director of Employee Relations, the
Director of Non-Tnstructional Wage and Salary, and Manager of Compensation and
submit a defined workweek for cvery job class. We would recommend that the District
attempt to usc the workweek that is defaulted in SAP/R3 HR Payroll Application -
Monday — Sunday, as this will save the District monies for reprogramming, The failure
to define these workwecks will continue to present problems in determining paycheck
difterences and questions as to when the overtime was worked and when it was paid.
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ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources

A memorandum, signed by the Superintendent, was sent to all principals and department
heads during May 2003 which required, among other cxpectations, that SUpervisors
provide assigned workday hours and days for all employees under their supcrvision
according to current bargaining agreements.

This is a mandatory subject of barpaining and the establishment of the time period must
be negotiated annually with the bargaining units and included in the respective contracts.

FOLLOW-UP RESPONSE BY THE OFFICE OF MANAGEMENT/FACILITY
AUDITS

The assigning of workweeks must be a District decision. This decision will offer
consistency among different groups of cmployees and ease in programming of the
SAP/R3 Payroll Module.
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13. IMPLEMENT _PROCESSES WITHIN THE SAP/R3 HR FPAYROLL
APPLICATION FOR _ADMINISTRATIVE OFFICES 1IN PUPIL
TRANSPORTATION TO REPORT HOURS WORKED BY STAFF

OBSERVATION

When the District implemented SAP/R3 HR Payroll Application, it was based upon the
need of the District to automate the payroll [unction of the District. Purchases of
computers and additional equipment were made in an effort to ensure all personnel who
needed to have access to the SAP/R3 TIR Payroll Application program were afforded that
opportunity. During our site visits we found that the Administrative Oflices of Pupi
Transportation do not rely on SAP/R3 HR Payroll Application as its original time
keeping program.

The Administrative Offices of Pupil Transportation uses a swipc card system by Lathem

Timc Systems. This system is used by the staff for the initial recording ot their work

hours. The process, as described to our department, by statt of Pupil Transportation,

shows:

e Fach employee swipes their cards at the start of the day, at the beginning and end of
lunch and at the end of the day.

e At the end of the payroll period the swipe card machine is physically taken and
downloaded into the payroll processor’s computer,

» An “Employee Timecard Report” is generated for each employce. This report
includes the employee name, badge number, employee personnel number,
department, date, day of week, time in and trme out, total hours and overtime that was
worked and provides a summary entitled Hours Toward Weekly Overtime (HTO).

e A grand total is given at the bottom of the page, the employee signs the page and the
appropriate signature is made.

e After all of this is completed, the payroll processor then inputs thc necessary
information into SAP/R3 HR Payroll Application.

While we have rcviewed many different time/swipe card machines and their use
throughout the District we have noted two similar internal control weaknesses with the
use of these machines:

e Employee swipc cards are normally stored next to the time machine. With the
location of the swipe cards next to the machines, there is nothing preventing others
from clocking other persons in and out.

» Ifthere is a mal-function of the time/swipe card machine, all information may be lost.

In addition to the internal control problems noted above, all the time and energy rclated to
the tracking of hours and reports being generated by this swipe card system are actually
just a duplication of effort, since much of this information can be input directly into
SAP/R3 HR Payroll Application.
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BACKGROUND

As with many systems within the District, the Lathem Time System is a carry over
systern, when no automated payroll system was available. As with other processes that
have been reviewed and commented on in this review, it was determined that this was the
way Pupil Transportation did business. Although, we noted that the Project Management
Team spoke with Pupil Transportation in an attempt to understand the way in which they
tracked and recorded their time, we have not been able to establish the business proccsscs
that were derived from thesc talks and why the “way in which busincss was done” was
kept.

RECOMMENDTION

We recommend that the Director of Systems/SAP Support Center meet with officials at
the Administrative Offices of Pupil Transportation and review the processes that are
currently in usc and determine how these olfices can effectively and efficiently use
SAP/R3 HR Payroll Application to track their employees time and provide the necessary
data for effcetive management of Pupil Transportation. 1t does not seem effective, nor 1s
it in line with current reviews of available technology, for the department to be using a
software packagce that does not integrate directly into SAP/R3 HR Payroll Application, or
for that matter is essentially collecling the same information that can be tracked in
SAP/R3 HR Payroll Application.

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

We agree. A mecting will be held with the Director of Pupil Transportation to determine
the most appropriate course of action. We will determine if the current swipe card system
is a recognized SAP vendor partner. If Lathem Time System is an SAP vendor partner,
then an automated link to the SAP program is both feasible and can be easily maintained.
If I.athem Time System is not an SAP vendor partner we will explore the feasibility of
direct entry into SAP. We will need to determine any additional work that might occur
from hy-passing a swipe-card system.

Finally, KRONOS, a swipe card vendor that is a partner with SAP, is currently being
considered for implementation and testing at our Atlantic Technical Center. If successful,
we can explore the possibility of replacing the Lathem Time System with KRONOS at
Pupil Transportation’s Administrative Offices.
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14. IMPROVE BUSINESS PROCESSES USED BY BUS TERMINALS FOR
RECORDING AND REPORTING OF HOURS WORKED BY STAFF

OBSERVATION

In reviewing the overtime payments received by Pupil Transportation for 1999-2000 and
2000-2001, it was noted that no other 1epartment received larger overtime payments.
During our site visits, we found that the overtime worked will continue to increase, not
only for the drivers, but for the office staff as well due to the lengthy processes that are
involved in the tracking and reporting of payroll for cach of these terminals.

Pupil Transportation consists of six (6) distinct divisions: District Pupil Transport
Operations (See Observation 13), and live (5) terminals that are located in North, North
West, Central, West Central and South Arcas. Each terminal is home (o approximately
200 to 400 bus operators and attendants. Cach of these divisions has their own payroll
processor who is responsible for the tracking and recording of payroll information. As
the recent Emst & Young LLP., rcport revealed, (which included a significant review of
the Maintenance Department) this process is very labor intensive manual process which
is pronc to error. A brief overview of the process at Pupil Transportation revealed that:

e Punch cards are produced [or all staff in the terminals, for every day of the year
which includes the necessary personnel information that is coded on each and every
card.

e 'The payroll processor at each location is responsible for placing the time punch cards,
on a daily basis, in cach employee’s box for use on that day.

e At the end of the day, thc cmployee signs the time punch card and rcturns it to the
payroll processor.

e The payroll processor then totals the hours and alphabctizes the cards.

s The time punch cards are then packed and picked up by Mail Services (the Pony) for
all the locations and delivered to COMPASS,

s« COMPASS personnel are then responsible for putting thc employees time into the
COMPASS System. Approximately 1,650 cards are input by COMPASS personncl
on a daily basis, that is approximately 297,000 cards input over the course of a school
year.

e After the information is input by COMPASS personnel, the time punch cards are
repacked, and then returned via Mail Scrvices (the Pony) to each of the respective
terminals.

e The payroll processor at the terminal then compares the time cards with a report
generated by the COMPASS System to verify the information cntered.

e If errors are noted, they are corrected. Sometimes this correction takes place directly
in the COMPASS System, and sometimes these corrections must be made in SAP/R3
HR Payroll Application. (Sce Ernst & Young LLP., report regarding
recommcndation for these corrections).

e SAP/R3 HR Payroll Application then obtains the time information from the
COMPASS System for payment.

O ———
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OBSERVATION (cont.)

As the above process depicts, there are many places in which errors can and have
occurred. Personncl at the terminal disclosed that they have experienced numerous
instances in which time recorded was understated or overstated by COMPASS personnel.
They have found the same time card entered two {2} and three (3) times, and they have
even found instances in which time was not cntered at all.

Per discussions with staff at Pupil Transportation regarding the COMPASS System we
{ound that they have currently programmed the COMPASS System to recognize that each
bus operator has  routc time that they are to bc paid for on days that they work. This
route time is guaranteed in the Federation of Public Employee contract. They stated that
this has really helped in decreasing the burden, since the only time that is then input for
the employee is the time that is worked which exceeds the in the route time or the
recording of absences.

In addition, we found that in the Federation of Public Employees Contract concerning
‘I ransportation employecs, Article 9 (H) states:

“On pay davs, Transporiation employees shall receive their paychecks as soon as
possible after delivery, but no later than eleven o 'clock a.m. (11:00 am).”

BACKGROUND

The use of the COMPASS System was introduced to the District in approximately 1989.
The system was purchased was a work order system. ‘Through the years, various other
uses have been found, including of timec reportimg. We have talked with staff at the
Administrative Offices who believe that prior to the automated payroll, Management was
guestioning the use and usefulness of the COMPASS system. Since the installation of
the SAP/R3 HR Payroll Application was not a replacement for COMPASS, the staff are
still required to input all the information that they were required prior to the
“automation.” This has the persons in transportation somewhat confused, since they
belicved that once payroll was automated, their burden would be decreased.

RECOMMENDATION

We recommend that the Director of the Systems/SAP Support Center meet with Pupil
Transportation olficials and payroll processors of the terminals and create a process that
will decrease the workflow and ensurc that there is a non-replicated process put in place
for the payroll.

We recommend that the Director of Pupil Transportation review the need for entering
payroll data into the COMPASS System and determine whether this data is being utilized
for any type of reports, and whether this information could be extracted from SAP/R3 HR
Payroll Application. and provide the data required by Pupil Transportation. This review
must take place prior to meeting with the Director of the HRMS Support System, and
should be based on the creation of eftective and efficient operations.
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RECOMMENDATION (cont.)

This docs not however mean that Pupil Transportation docs not need an effective work
order system. On the contrary, we acknowlcdge the need of Pupil Transportation in
having an cffective and efficient work order system to assist with the tracking of repairs,
preventive maintenance and other maintenance related items.

We recommend that the Director of Employee Relations look at how relative it is to
business practices, to have a requirement, in any union contract, which calls for payment
by a certain time, and begin negotiations to change this langnage. Again, as we have
stated, the responsibility of paying employees, is the District’s and to pet this done as
cffectively and efficiently is the goal each and every payday. T'here may arise situations
in which dclivery of checks or direct deposit notifications are delayed because of
unforeseen circumstances and it would essential put the District in non-compliance with
the terms of the contract. In the past, delays in payment may have been excessive, bul we
have not found that to be present with the current administration or with the SAP/R3 HR
Payroll Application.

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

We agree. The Dircctor of Systems/SAP Support Center has met with representatives
from both the Pupil Transportation and Accounting Departments. It was agreed that the
interface between the COMPASS and the SAP/R3 HR Payroll Application is necessary (o
continue providing cost reports for Schools and Departments. However, it was also
agreed that the COMPASS System should be replaced when the legacy Financial System
is replaced. Since work order functionality is a component of the SAP Financial Module,
a School Board directive prevented us from installing it during the HR Payroll
Implementation. As an interim solution, until such time that the work order system,
COMPASS, can be replaced, we have worked with the Pupil Transportation and E1S
Departments to delay the necessary interface procedure between SAP and COMPASS as
long as possible and still meet payroll timctables. This provides End-Users an additional
window of time al the cnd of each pay period to enter appropriate corrections and
adjustments to the data.

FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/FACILTY
AUDITS

COMPASS is a work order system that was designed to track labor and material costs for
maintcnance related projects. Vehicle Maintenance has done a tremendous job in
incorporated its work {low into this system to assist management in operations of the
Department.  SAP/R3 HR Payroll Application is a software system that the District 13
utilizing in part to record time and pay employees. We understand the intetface
requirement, and whereas this may be critical for the time picee, the manual requirements
of the inputting and tracking of time by the bus terminals is what the observation was
focusing on. [t may be that the route times should be programmed into the payroll
system, and then all that will need to be input, would be changes, overtime or abscnees.
A different input or tracking may nced to be set-up in COMPASS (o assist management
in its endcavors until such time as a new work-order system is in place.
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FOLLOW-UP RESPONSE FROM TIIE OFFICE OF MANAGEMENT/FACILTY

AUDITS (cont.)
It does not seem prudent to continue the need to replicate information with the current

set-up.

In fact, as can be seen by the next response from the Director of Pupil ‘Transportation,
they agree that they would be helped by implementing route time into the SAP/R3 HR
Payroll Application.

ADMINISTRATIVE RESPONSE-Dircctor of Pupil Transportation

Transportation agrees with the recommendation to review whether the route time can be
placed into SAP as the work schedule. This was one ol the issues discussed while
meeting with the Dircctor of Systems/SAP Support Center and will be explored further
by the task force.

ADMINISTRATIVE RESPONSE-Dircctor of Emplovee Relations
The response from the Director of Employee Relations is included in the response thal
was received from the Assaciate Superintendent of Human Resources.

The decision to negotiate certain provisions into the bargaining agreement is often made
in response to speeific problems. As a result of the partics’ mutual agreement, there was
a business decision to include the languape in question, if only to assure the cmployees
that certain processcs will be completed on a timely basis.

FOLLOW-UP RESPONSE BY THE OFFICE OF MANAGEMENT/FACILITY
AUDITS

This type of inclusion serves no business purpose, but instead provided a contractual
requirement of the District to deal with an administration problem in the timely delivery
of checks to pupil transportation personnel. This contractual requirement may give rise
to grievances based upon an inability to perform by the District. As we stated, our
cxamination of current practices docs not show this to be a problem, and thercfore this
requirement should be part of the negotiation that takes place, and ellorts should be made
to remove it from the contract.
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15. ESTABLISII PROCEDURES FOR IMPROVING THE IMPLEMENTATION
PROCESSES FOR MAJOR SOFTWARE SYSTEMS

OBSERVATION

Our review of the Payroll Process, Overtime and SAP/R3 HR Payroll Application has
revealed that the District made a valiant cffort to assemble a “project management” team
that for a successlul implementation of the softwarc. This was a massive undertaking.
The Standish Group, a research and advice company for mission critical applications,
(www standishgroup.com) has found that only 17 percent of all software projects done in
the United States meet the original PCTS (Pcrformance, Cost, Time and Scope) targets;
50 percent must have the targets changed - meaning that they are usually late and
overspent and need to have the performance requirements reduced — and the remaining
33 percent are actually canceled. To put these figures in petspective, in 1994, the United
States spent an aggregate of $250 billion on software development. This means that
roughly $80 billion was completely lost on canceled projeets.

The Office of Management/Facility Audits has, in numcrous reports, advocated a project
management approach to some of the larger projects the District has tackled. However,
the implementation of the payroll system was not an easy migration from the old payroll
system to thc new payroll system. Research has shown that many of the failures of
software projects have been the adoption of the “ready-fire-aim™ approach’ in an effort
to get the job done expeditiousty. The problem with this approach is that this
implementation strategy usually ends up spending far more than necessary by reworking
errors, recovering trom diversion down blind alleys, and so on.

Due to time constraints agrecd to by District personnel and SAP, a Rapid Application
Development methodology, which SATD has coined “ASAP,” was utilized for the project
implementation. This methodology provided and expeditious mcthod of installing the
softwarc. This methodology contributed to the installation of former business practices
inte the new software. Discussions with the Director of Systems/SAP Support Center
revealed that on several occasions questions were asked regarding processes and
procedures and the foedback that was received was that this is the way the District was
comlortablc doing business. The Director of the Systems/SAP Support Center stated that
at a certain point it was required to “program something, or ¢lse we would have never
been able to po-live.”

As a result, we are finding that the processes installed may not have been the “best
practices.” For example:

? Fundamesntals of Project Magnagemens, - Second Edition, James P. Lewis page 3
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OBSERVATION (cont.)

o Several Committees were formed to assist in overseeing the project. Many original
members of the commitice left the District, and in some cases had little or no
experience with payroll or other implementation projects. We also appointed two co-
Directors of the project, who were required to take nearly all operational questions,
expenditures ctc., to these committees. External consultants and commillecs
questioned who was in charge and what were they in charge of.

e The previous payroll system did not count any of the additional time worked during
the day other than in job I to determine overtime. See Observation 1. During the
Board meeling in which the Board approved the purchase of SAP/R3 HR Payroll
Application, one of the questions answered by the former Director of ETS, was
whether the system would calculate overtime, and the Board was assured that
overlime was calculated by the soflware. SAP/R3 HR Payroll Application included
programming to calculate overtime, but as a cumulative item, not as a per job item.
This method was not used by the District, so the Project Management Team had the
software reprogrammed.

e The “Equalized Pay™ method of paying cmployees over 24 pay checks has created
advance payments to employees. This was also a poor business process utilized by
the District in the former systern. Upon commencing work for the new SAP/R3 HR
Payroll Application, the Office of Management/Facility Audits advocated the
implementation of 26 paychecks. In this manner, overpayments would be reduced,
and we would be in compliance with the Florida Constitution regarding advances.

e During 2001-02 fiscal year, SAP/R3 HR Payroll Application included Cafcteria
Benefits in employce’s hourly rates, for those employees who received these benefits.
Regular Rate as defined by the FLSA would not include Cafeteria Benefits, since
these benefits are not mcasured or dependent on hours worked, production or
efficicncy. By including these benefits in the hourly rate of employees who received
overtime, the District over compensated numerous employees. As ol July 2002, the
District corrected this problem.

e There is no on-line payroll authorization in SAP/R3 HR Payroll Application.
Arguments were made by the “project management” team that there was no real
payroll authorization in the old system and therefore no payroll authorization was
needed for the new systcm. The lack of an on-line payroll authorization was
questioncd by both external auditors and internal auditors.  Currently, the
implementation of an on-linc authorization system is a pending project with no clear-
cut complction date.

e Additional testing of the SAP/R3 HR Payroll Application would have enhanced the
operation and possibly avoided some of the problems that were experienced upon go-
live.

¢ The lack of financial reports available from the SAP/R3 HR Payroll Application.

s The failure to test the process of posting [rom the SAP/R3 HR Payroll Application to
the General Ledger of the District’s financial system crcatcd a situation which
required intervention of outside consultants to assist the District in correcting the
postings for over seven months of salary history to the District’s G/L. This failure
cost the District $208,000.
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OBSERVATION (cont.)

e After the go-live date, it was determined that the District was faced with memory
problems with the Mainframe Computcr and were forced to expend [unds to enhance
the robustness of the system. This determination should have been made prior to go-
live.

e The District wanted an electronic PAF {Personne! Action Form) System, and paid for
the creation and implementation of a ZPAF system. Although this system was
suppose to do away with “hard-copy” PAL’s and increase the ease of hiring persons
in the District, “hard-copy” PAF’s arc still required for initial hires. This system is
not part of the SAP/R3 HR Payroll Application.

» Rccently it has come to the attention of the District, that there were insufficient
licenses purchased, and the District is going to be required to purchase additional
licenses. It is a common business practice for District’s of this size and thc number of
users to negotiate for some type of system wide “enterprise-wide” license, so that the
number of users does not determine the amount of fees being charged, and therefore
limit the number of uscrs. ‘The District has attempled to negotiate this type of
licenses, but SAP does not offer this type of agreement. As such, with the continucd
growth of the District, and the increased use of SAP, the need for additional licenses
will become an annual expenditure.

These are just some of the examples that we noted. In reviewing Mr. Lewis’ book
entitled, "“Fundamentals of Project Management”, one quote that stood oul was “Goal
setting has traditionally been based on past performance. This practice has tended to
perpetuate the sins of the past.”

With the pressure of implementing the SAP/RS Payroll Module, several concessions
were made because people understood the old process and did not want to change the
way we did busincss. As this report will point out, thc way in which business may have
been conducted and is being conductied has not always been the best way or in some
instances is not in compliance with payroll regulations.

Also during discussions with personnc] associated with the implementation we have
found that in numerous instances, one of the committees charged with oversight of the
project seemed to rely on a democratic process to dictate the actions of the project
management team, for some of the processes installed. For example:

o One ol the committees created, the Steering Comunittee, was forewarned that the
inclusion of Cafeteria Benefils in Non-instructional wages was inappropriate, and in
some cases would violate the standing contracts. Yet, it appcars that this warning was
“out-voted”, and the benefits were included. One year after implementation, the

former Associate Superintendent of Human Resources, acknowledged that the
Benelils were incorrectly included.

e
‘I'he School Board of Broward County, Florida 57 The Officc of Management/Facility Andits



“Review of the Payroll Processes, Overtime and the SAP/R3 HR Payroll Application™ April 2003

OBSERVATION (cont.)

s The on-line payroll authorization was part of the original specifications, and was from
an auditing perspective, imperative. External reviews agreed with these observations.
But due to implementation pressures, this part of the original specifications was not
enforced, and still has not currently been implemented. Questions were raised by
members of the Steering Committee regarding the need for these items and it was
decided, over the objections of our office, that the initial implementation would not
have this on-line authorization. Again the defense for not installing this was that the
previous system did not actually have “live” on-line authorization. However, the
previous system was able to identify cach location which had not approved the
payroll prior to the printing of checks and required lollow-up.

Projects, like many businesses, must be autocratic. There has to be a clear leader and
clear directives. (One of the original reviews of the implementation questioned the co-
Director model being used and with whom did the responsibility lie for implementation.)
Without this type of leadership, ideas become diluted, processcs become cumbersome as
they try to please the masses instead of providing the most efficient method of operation.
We had thc opportunity to make a clean break with all our bad habits, but in many cases
it does not appear that wc even recognized that thesc bad habits existed. Instead, we
incorporaled these habits into a new system, that not only tracks and rcports these bad
habits, but does them better than the old system. This has created a significant amount of
criticism for Systems/SAP Support Center and the District.

BACKGROUND

Project Management and the profcssionals who perform the tasks necessary for
successful implementation of projects have devoted hundreds and hundreds of hours to
teaching, lecturing and training persons to be professional project managers. The District
does not undertake thesc types of implementations on a regular basis, and therefore to
have a paid position, such as project manager may not be beneficial, unless it is compared
to the cost of reworks ete.

RECOMMENDATION

We recommend that the Deputy Superintendent, or Chict Operating Officer, or designee,
review the materials connected with the implemcntation process utilized for SAP/R3 HR
Payroll Application and begin to outline procedures for these types of installations.
During this data gathering process. consideration must be given to whether we have staff
within the District that is qualified to perform as a Project Manager, or whether it would
be more beneficial to hire a consultant to handle that task. In addition, a close look has to
be taken at the toles and responsibilities that this Project Manager is assigned, so that
they can have the necessary authority to complete the project.

These procedures need to outline what projects must follow thesc procedures. This
decision may be bascd upon dollar value of the implementation, the number of ¢ffected
sites or a combination of these and other factors.
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RECOMMENDATION (cont.)

In the futurc, the 1istrict has several larpe software implementation projects such as, a
new financial package and the Computer Aided Facility Management (CAFM) package
as such, we would recommend that little consideration be given to systems that are not
specifically integrated to current systems, so that troubles that have been found with
cross-walks to and from one system to another will not be incurred. The only way that a
non-integrated system shoutd be considered is if it can be shown that this non-integrate
system is so lar superior to the integrated system.

ADMINISTRATIVE RESPONSE-Deputy Superintendent

The Deputy Superintendent, Facilitics and Construction Management, will facilitate a
meeting with the ncw Chief Operating Ofticer (start date April 30, 2003) and key
department hcads to address the actions and corresponding timelines for corrective
actions to items 6,8.,9,15 and 16. This meeting shall occur not later than July 15, 2003. A
status report will be provided to the audit committee not later than September 30, 2003.
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16. IMMEDIATELY ESTABLISH GUIDELINES TO JUSTIFY OPERATION
OF SOFTWARE APPLICATIONS OUTSIDE OF ETS

OBSERVATION

The Officc of Management/Tacility Audits has issued a number ol rcports on various
areas in the District, including Purchasing, Tacilities, District Maintenance and ETS, and
have stated that certain processes in the District are considered to be “core™ functions.
These core functions arc best served by one unit performing the task or process, or
overseeing the task or process, instead of cach location replicating thesc processes or
tasks. For example:

s Our review of the Purchasing Department has reported that the current existence of
“purchasing agents” within the Food Service Department and the Facilities and
Construction Maintenance Department, instead of in the Purchasing Department was
not the best business practice.

e Our review of the Facility Management, Planning and Site Acquisition Departraent
revealed that a software system entitled FDULOG was operaled and maintained by a
Department whose responsibilities did not include District wide software.

s Our review ol the Facilities and Constriction Management Division revealed that the
future acquisition of the CAFM (Computer Aided Facilities Management) Software 1s
currently to be houscd within the Facilities and Construction Management Division
with little to no involvement of the ETS Department.

e Currently, the Accounting Department has purchased and begun implementation of a
softwarc that will replace the current Property and Inventory software system used by
ETS.

SAP/R3 HR Payroll Application is a District wide software licensed to the School Board
of Broward County, Florida. 1t is overseen by the newly created Systems/SAP Support
Center. It is NOT overseen by ETS, even though it is housed in and operated on
equipment found in the E1S Department. None ol the staff within the HRMS Support
Organization arc employees of ETS or are overscen by that administration.

Our Department understands that the decision to house the software outside of ETS was
based upon a large part on the former Director. Without the sottware being housed in
what is considered to be the District’s IT division, few of the persons who may have been
able to contribute to the ownership of the software, the understanding of the interaction of
the software with other District owned software, etc., are available.

BACKGROUND

Core functions of the District are organized to offer the best delivery of the serviecs
represented by a sole Department.  Once these functions begin to be decentralized the
benefits derived by the District begin to diminish, and in many instances processes begin
to be duplicated and represent a loss of monies, as we are paying more than one person to
perform the same or similar type jobs for two different departments.
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BACKGROUND (cunt.)

In some instances decisions are madc by the Administration which establish that
decentralization best scrves the District and justily the performing of the services in a
Department other than where the scrvice may be normally performed.

RECOMMENDATION

We recommend that the Deputy Superintendent, or Chief Operating Officer, or designec,
review best practices, to determine whether currently, industries are decentralizing the
functions of the Country’s IT Departments.

If this is found to be the casc, we recommend a complelc review be conducted of the ETS
Department to determine what functions should be “spun” off and be looked uvpon as
stand alonc departments. If this is not the case, we recommend that decisions be reached,
and guidelines be created as to how certain software systems within the District may be
housed outside of the ETS Department. Included in these guidelines must be some type
of business analysis which would outline what business advantage the housing of this
system outside ol ETS gives the District, versus the advantages of housing the system
within ETS, including costs analysis of this decision. These guidelines nced to be created
and then decisions reached on all District wide softwarc currently in use, and for all
softwarc which may be purchased in the future.

ADMINISTRATIVE RESPONSE-Deputy Superintendent

The Deputy Superintendent, Facilitics and Construction Management, will facilitate a
meeting with the new Chief Operating Officer (start date April 30, 2003) and key
department heads to address the actions and corresponding timelincs for corrective
actions to items 6,8,9,15 and 16. This meeting shall occur not later than July 15, 2003. A
status report will be provided to the audit committee not later than September 30, 2003,
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17. ESTABLISII A SCHOOL BOARD POLICY ON LUNCH PERIODS

OBSERVATION

During our review of overtime in the District, we noted that many staff members worked
a sipnificant number of overtime hours, without ever being “charged” with breaks or
junch periods. In scveral instances, we noted that persons would work a “full” day and
then work up to eight (8) additional hours at night, with no time deducted. For example
we noted:

« A security specialist at a high school worked for periods exceeding cight (8) hours on
nights and weekends, without ever having time dcducted for breaks and/or lunch.
This same sceurity specialist worked a 24 hour period on December 31, 2002, and
never was charged for a lunch time or any breaks.

o  Several custodians came into their sites during the weekends to allow access to the
schools to persons renting school facilities, and worked up to ten (1) hours without
any time dedueted for lunch or breaks.

When we began to rescarch this, we noted that there are no laws in the State of Florida
which govern “tunch® periods. In fact, we found that there arc only 21 States in the
Country which require that cmployers give “lunch” breaks to their employees. (In some
instances these lunch breaks were paid and in some instances they were unpaid.)

However, we did lind, that bargaining unit employces have provisions in their contracts
requiring that the School Board provide lunch periods. Some of these provisions require
that the lunch period be paid or unpaid, but it did nceessitate that a funch period be given.
Our review of bargaining unit contracts revealed that not one ol the contracts examined
considered the issue of lunch periods during the working of additional hours. With the
contracts being mute on this issue, we found that if we brought the same provisions
forward to the employees additional time worked that it would have had the following
effect:

¢ Security Specialists who were working at Dillard High School for security work
connected with the on-going construction project at that site were never charged for
or deducted time for “lunch periods or breaks. By reducing the time by '3 hour for
funch periods for those employees who worked longer than five (5) hours, we found
that $2,729 would have been saved by the District. Additionally, we could not
determine whether the employees actually took a lunch or break period.

e A custodian working at Cooper City Iigh School routinely worked Saturday and
Sunday from seven (7) to eight (8) hours cach day. For the brief period we examined,
we noted that $157.41 would have been saved by the District.

e A Clerk Specialist TV who worked in Alliance of Quality Schools Department worked
for extended periods of time and weekends. When we deducted for the lunch periods
for this cmployee, we noted that $573 would have been saved by the District.

e e
The School Board of Broward County, Florida 62 The Office of Management/Facility Audits



“Review of the Payroll Processes, Overtime and the SAP/R3 IIR Payroll Application” April 2003

BACKGROLUND

Although there is currently no Statc Law or School Board Policy governing the taking or
mandatory lunch periods, research has shown that this type of break is needed for
employecs. Research has shown that the failure of employces to make use of these
breaks, plays a significant factor in increased sick leave, cspecially related to siress, and
increased errors in job performance.

RECOMMENDATION
We recommend that the Associate Superintendent of Human Resources take immediate
action to make certain that the errors noted in this observation are not contlinued.

In addition to these actions, we recommend that the Associate Superintendent of Human
Resources preparc a Board Policy that will formally adopt the actions taken hy the
Associate Superintendent to ensure future compliance.

ADMINISTRATIVE RESPONSE-Associate Superintendent of Human Resources
It is recommended that leadership persormel be held accountable for being both
knowledgeable of and for the implementation of high quality business processes.

If an employce is required to respond lo an emergency or other urgent situation, the
cmployee should be allowed to take an alternative uninterrupted lunch penod.
Otherwise, the cmployee must be paid for the lunch period and will not be allowed to
work through lunch without pre-approval.

FOLLOW-UP RESPONSE BY THE OFFICE OF MANAGEMENT/FACILITY
AUDITS

With no State, or School Board Policy present, many persons request and arc granted
permission to work through their lunch periods.  This has created difficuity in
determining actual hours worked, overpayments and amount due for overtime. A School
Roard Policy would provide “leadership” personnel the ability to become knowledgeable
about the issue and provide 4 basis for the decisions that arc rcached and that this be
consistently applied throughout the District.

e
The School Board of Broward County, Florida 063 ‘The Office of Management/Facility Audits



“Review of the Payroll Proccsses, Overtime and the SAP/R3 IIR Payroll Application” April 2003

18. ESTABLISH PROCEDURES SO THAT ADMINISTRATION PROPERLY
DOCUMENTS AND COMPENSATES EMPLOYEES WHO ARE COVERED
UNDER FLSA AND WORK THROUGH LUNCHES/BREAKS OR “OFF-
THE-CLOCK?”

OBSERVATION
During our review we noted:

e Administrators had employees work through lunch/breaks and we found that thesc
employees were not properly compensated.

e Employces worked through their lunch periods/breaks as a means to leave work early
for appointments etc.

o Additional tasks are being taken home and worked on after hours and on the
weekends. These “off-the-clock™ activitics that are performed by employees, covered
under the FLSA, have gone largely uncompensated by the District.

e No formal District training that was available for any personnel that would assist
them in not only understanding FT.SA rules and regulations, but let them know who
was covered under the Act.

e No District manual on current payroll procedures or on rules that the administration is
responsible for. See Observation 11.

The absence of these last two factors has contributed to many of the problems thal we
observed.

In conducting site visits, it appecars that many persons charged with the oversight of
employees covered under FLSA are not familiar cnough with the guidelines contained in
the FLSA to cnsure that they are being followed. As we stated in our Section II,
Background, this is not uncommon, since F L.8A is one of the most mis-undcrstood and
mis-applied Federal Taws. We noled many instances which showed that staff worked
through lunch and started accruing overtime during the time for which they were still
“on-the-clock.”

BACKGROUND
Under the FLSA work time is defined as:

e ...With only a few exceptions, all time an employce is required to be at the
premises of the employer is work time. This would include breaks (if there
are breaks) and non-productive time (a receptionist reading a novel covering
phones).

e In addition, all time spent by an cmployee performing work-related activities
that the employer suffers or permits is considered work time, whcther on
premiscs or not. This would include work done at home or other non-work
site,

e e e
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BACKGROUND (cont.)

This misuse of these lunch periods or breaks must have been rampant enough that many
of the collcctive bargaining agreements reviewed have clanses in them that in essence
read, that if the employce works or is forced to work through lunch, then the employee
shall be compensated.

C'ourts have held that “unauthorized” ot “unapproved™ work is work and the time must be
counted (provided that the employer knows or should know it is being done and permits
the employee Lo do it). Courts have also held that it is thc employer’s responsibility to
“control the work™ of its cmployees, and if it docs not wish the employee to perform
tasks, it must prohibit the employee from doing so.

Recently, Robert L. Connor vs. The School Board of Broward County, case number 00-
7900-CTV-DIMITROUILEASE, was hcard by the United Statcs District Court, Southecrn
District of Florida for the purposes of determining whether the School Board failed to pay
overtime to the Plaintiff and several other similarly statute employees when they worked
through their assigned lunch time. Recently a settlement was agreed to by the School
Board and the Plaintiff, who was compensated for this time and reasonable lawyer fees.
This settlement include the standard legal clauses that no admission of guilt is to be
understood by the settlement on behalf of the District.

RECOMMENDATION

We recommend that Director of Accounting and the Director of Systems/SAP Support
Center meet with the Manager of Systems and Procedurcs and begin immediate work on
School Board Policies and Standard Practice Bulletins which will outlinc current payroll
processes.

In addition, we recommend that the Executive Director of HRD work with appropnatc
departments and school personnel to design and develop training on FLSA.

Staff Devclopment needs to be mandatory for all school based adminisirators and all
department heads that oversee persons covered under FLSA and all Accounting
Department personnel involved in the payroll process. Departments are accountable lor
providing trainers and ensuring training is updated and revised in accordancc with new
policies and procedurcs established.  They will work with HRD to ensure staff
development offerings are of a quality design and delivery method, and ensure that
follow-up is appropriate and provides immersion practice.

ADMINISTRATIVE RESPONSE-Director of Systems/SAP Support Center

We agree. However, it is felt that in addition o the Director of Accounting, the Director
of Systems/SAP Support Center and the Manager of Sysicms and Procedures, that the
Human Resource Division should be invited 1o participate. Together they can work to
develop the appropriate School Board Policies and Standard Practice Bulletins related to
payroll processes and practices. Tt is suggested that the Associate Superintendent of
Human Resources assign the appropriate individual(s) to participate.

m
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THE SCHOOL BOARD OF BROWARD COUNTY, FLORIDA
OFFICE OF THE SUPERINTENDENT

James F. Notter
Deputy Superintendent

Telephone: 760-7495 Facsimile: 765-6047

June 11, 2003

TO: Patrick Reilly, Executive Director
Office of Management/Facility / Audits

FROM: James F. Notte%
Deputy Superin ndent

SUBJECT: RESPONSE TO INTERNAL AUDIT REPORT; REVIEW OF
PAYROLL PROCESSES, OVERTIME AND SAP/R3 HR PAYROLL
APPLICATION

Obscrvation # 6
Correct Overtime Hourly Rate for Employees who Receive Longevity Payments

Observation #8
The Work Schedule and Budgeted Funds for Security Specialists and Campus Monitors
does not Agree with the Provisions of Their Contract

Observation #9
Update School Board Policy and Standard Practice Bulletins for the Effective Oversight

of the Payroll Process

Observation #15
Establish Procedures for Improving the Implementation Process for Major Software

Systems

Observation #16
Immediately Establish Guidelines to Justify Operations of Software Application Outside

of ET5

Response

The Deputy Superintendent, Facilities/Construction Management, will facilitate a
meeting with the new Chief Operating Officer (start date April 30, 2003) and key
department heads to address actions and corresponding timelines for corrective actions
to items 6, 8, 9, 15 and 16. This meeting shall occur not later than July 15, 2003. A status
report will be provided to the audit committee not later than September 30, 2003.



Patrick Reilly
June 11, 2003

Page 2

Observation #19
Site Visits

Response

The Facilities/Construction Management division will work with the Capital Projects
and Management Audits departments to identify a monitoring and/or review process
for security hours being claimed on a project. An additional component of this process
development will be to develop guidelines for the duties and functions for the on-site
construction security job. This process will be defined in writing not later than July 18,

2003.
Upon completion of the process development, the Fadilities /Construction Management
division will provide a workshop to all project managers on the new process, including

School Board Policy 4300.1, Overtime Pay Non-Tnstructional Employees, and related
Standard Practice Bulletin(s). The training will occur not later than August 29, 2003.

JFN:vh
¢ Ken Klink



THE SCHOOL BOARD OF BROWARD COUNTY, FLORIDA
OFFICE OF THE SUPERINTENDENT

James F. Notter
Deputy Superintendent

Telephone: 760-7495 Facsimile: 765-6047

June 11, 2003

TO: Patrick Reilly, Executive Dircctor
Office of Management/Facility / Audits
FROM: James F. Notter
Deputy Superintendent

SUBJECT: RESPONSE TO INTERNAL AUDIT REPORT; REVIEW OF
PAYROLL PROCESSES, OVERTIME AND SAP/R3 HR PAYROLL

APPLICATION

Observation # 6
Correct Overtime Hourly Rate for Employees who Receive Longevity Payments

Observation #8
The Work Schedule and Budgeted Funds for Security Specialists and Campus Monitors

does not Agree with the Provisions of Their Contract

Observation #9
Update School Board Policy and Standard Practice Bulletins for the Effective Oversight

of the Payroll Process

Observation #15
Establish Procedures for Improving the Implementation Process for Major Software

Systems

Observation #16
Immediately Establish Guidclines to Justify Operations of Software Application Qutside

of ETS

Response

The Deputy Superintendent, Facilities/Construction Management, will facilitate a
meeting with the new Chief Operating Officer (start date April 30, 2003) and key
department heads to address actions and correspending timelines for corrective actions
to items 6, 8, 9, 15 and 16. This meeting shall occur not later than July 15, 2003. A status
report will be provided to the audit committee not later than September 30, 2003.
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Patrick Reilly
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Observation #19
Site Vistis

Response

The Facilities/Construction Management division will work with the Capital Projects
and Management Audits departments to identify a monitoring and/or review process
for security hours being claimed on a project. An additional component of this process
development will be to develop guidelines for the duties and functions for the on-site
construction security job. This process will be defined in writing not later than July 18,

2003.

Upon completion of the process development, the Facilities /Construction Management
division will provide a workshop to all project managers on the new process, including
School Board Policy 4300.1, Overtime Pay Non-Instructional Employees, and related
Standard Practice Bulletin(s). The training will occur not later than August 29, 2003.

JEN:vh
C Ken Klink



THE SCHOOL BOARD OF BROWARD COUNTY, FLORIDA
HUMAN RESOURCES
DAN G. COCHRAN, ASSOCIATE SUPERINTENDENT

Junec 4, 2003

HUMAN RESOURCES RESPONSE TO
INTERNAL AUDIT REPORT
Review of the Payroll Processes, Overtime and
SAP/R3 Payroll Application

1. EMPLOYEES COVERED UNDER FLSA THAT EXCEEDED 40 HOURS PER
WEEK CONTAINED ERRORS IN THE COMPUTATION OF OVERTIME

HOURS

RESPONSE: There may have been crrors in the computation of overtime hours but
only as a result of possible failure by the system to add thc hours worked by an
employee at all jobs with the District. In order to ensure that overtime hours are
computed (added) accurately, Human Resources will work closely with supervisors,
the SAP Support Center and the Payroll Department to determine the most appropriate
implementation strategy and timeline to ensure that overtime duc employees covered
by the FLSA is paid in compliance with the Act.

2 EMPLOYEES COVERED UNDER FLSA THAT EXCEEDED 40 HOURS PER
WEEK CONTAINED ERRORS IN THE COMPENSATION PAID

RESPONSE: The "blended rate” method and the "previous agreement” method may be
used in compliance with FLSA regulations.

It is important to note that salaried jobs do have an hourly rate. The hourly rate is the
product of dividing the annual salary amount by the yearly number of working hours.
For example, 7.5 hours a day translates into 1830 (7.5 x 244 day calendar) hours per
year. Therefore, an annual salary of $61,803 translates into an hourly rate of $33.772131.

These rates currently exist.

Human Resources recommends the "previous agreement" method for calculation of
overtime payments to employees holding more than one job with the District.
Operational procedurces will be established by July 1, 2003 to ensure that both
supervisors and employces understand the overtime rate will be calculated based on
the actual hours worked in Job 1, Job 2, Job 3, cte. from which the overtime accrued.
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3. ESTABLISH A NEW HOURLY PAY RATE FOR THE CHILD CARE
WORKERS II POSITION

RESPONSE: The current rates paid to employees in the Before and After School Care
Program exceed the minimum pay rate required by FL3A. The methodology for
payment of this group of employces has been in place for over 10 years, has been School
Board approved on at least two occasions, and provides for a quality Before and After
Care Program. As stated in the Audit, these funds are not part of the District’s General
Operating Budget but are generated by the program and are self-supporting,.

Additionally, it is noted that the rate charged to the parents and/or guardians of
children enrolled in the Broward School Board operated program is equal to or less than
the rate charged by Miami-Dade County Schools, Palm Beach County Schools and in
the privately operated programs in the Broward Schools.  This program will again be
reviewed by July 2004 at which time compensation within this program will be

considered.

4. IMPLEMENT IMPROVED BUSINESS PROCESSES TO CORRECT
DEFICIENCIES IN CURRENT PAYROLL PRACTICES

RESPONSE: Business process improvements to correct current payroll practices were
reviewed by the THIR/HRMS Committee and the HR staff. A cover memo, review of
issues and an action plan were signed by the Superintendent and sent to all principals
and departmenl heads during May 2003 (see attachment #1).

5. THE CURRENT LACK OF OVERTIME REPORTS AVAILABLE IN SAP/R3
HR PAYROLL APPLICATION HINDERS MANAGEMENTS ABILITY TO
PROPERTLY SUMMARIZE, COMPARE AND ANALYZE THE DISTRICT’S

PAYROLL

RESPONSE: Development of vvertime reports to properly summarize, compare and
analyze the District’s use of overtime fails to focus on the underlying functional
business processes that give rise to lhis expense. It is recommended that each
supervisor who authorizes use of overtime be held accountable for that decision.
Appropriate reports should be provided te these supervisors to facilitate their

oversight.

In addition, supervisors should consistently monitor the need for authorizing overtime
and recommend business process improvements that might reduce the need for

overtime.
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6. CORRECT OVERTIME HOURLY RATE FOR EMPLOYEES WHO RECEIVE
LONGEVITY PAYMENTS

RESPONSE: The Employee Relations Department will inform the union that longevity
has been excluded from base salary for the purposecs of calculating overtime in error.
When the amount of the underpayment has been calculated, the union and employees
will be informed of the amount and when the payment will be made prior to July 2003,

8. THE WORK SCHEDULE AND BUDGETED FUNDS FOR SECURITY
SPECIALISTS AND CAMPUS MONITORS DOES NOT AGREE WITH THE
PROVISIONS OF THEIR CONTRACT

RESPONSE: Security Specialists and Campus Monitors” work schedules and budgeted
funds should conform to contract requirements. It is recommended that TIR/Employee
Relations work with payroll staff to determine and implement appropriate corrective

measures.

The Employce Relations Department will inform the union of the overpayment once it
has been calculated and apply the repayment provisions of the bargaining agreement.

9, UPDATE SCHOOL BOARD POLICY AND STANDARD PRACTICE
BULLETINS FOR THE EFFECTIVE OVERSIGHT OF THE PAYROLL

PROCESSES

RESPONSE: School Board Policy and Standard Practices expectations were provided to
all district principals and department heads by memo and Q&A during May 2003 (sce
attachment #2). In addition, School Board Policy recommendations for revision will be
considered by the Policy Review Committee by August 2003.

10. MODIFY THE DISTRICT'S PAYROLL SCHEDULE TO REDUCE THE
NUMBER OF PAYROLL CYCLES IN ORDER TO IMPROVE EFFICIENCY

RESPONSE: Standard payroll practices vary among comparable school districts. Tax
and benefits deductions implications of various payroll cycles and related implications
should also be considered. Significant improvements in both staff accuracy and
efficiency might be an added benefit.

Discussions with staff in impacted departments indicate general consensus that one
standardized payroll cycle for all employees is preferred for both efficiency of operation
and optimum service to customers (employees). Action plans to implement one payroli
cycle of 26 checks for all employces annually will be iniliated with 2003-2004 contract

negotiations.
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11. RECOMMENDED A PAYROLL POSITION BE CREATED AND FUNDED
FOR THE EFFECTIVE AND EFFICIENT OPERATION OF PAYROLL

FUNCTIONS

RESPONSE: This recommendation could include provision for a review of benchmark
hest practices and the use of the Sterling process to develop appropriate workflow
process improvements to correct payroll deficiencies.

Usc of the Sterling process could lead to the decision to recommend a position but it
could, with equal justification, lead to workflow process improvements that might

provide similar results.

12. DEVELOP DEFINED WORKWEEKS WHICH COINCIDE WITH PAYROLL
SCHEDULES TO DECREASE THE ERRORS ASSOCIATED WITH THE
CALCULATION OF OVERTIME HOURS

RESPONSE: A memorandum, signed by the Superintendent, was sent to all principals
and department heads during May 2003 which required, among other expectations, that
supervisors provide assigned workday hours and days for all employees under their
supervision according to current bargaining agreements.

This is a mandatory subject of bargaining and the establishment of the time period must
be negotiated annually with the bargaining units and included in the respective

contracts.

14. IMPROVE BUSINESS PROCESSES USED BY BUS TERMINALS FOR
RECORDING AND REPORTING OF HOURS WORKED BY STAFF

RESPONSE: The decision to negotiate certain provisions into the bargaining agreement
is often made in responsc to specific problems. As a result of the parties” mutual
agreement, there was a business decision to include the language in question, if only to
assure the employees that certain processes will be completed on a timely basis.

17. ESTABLISH A SCHOOL BOARD POLICY ON LUNCH PERIODS

RESPONSE: It is recommended that leadership personncl be held accountable for being
both knowledgeable of and for the implementation of high quality business processes.

If an employee is required to respond to an emergency or other urgent situation, the
employce should be allowed to take an allernative uninterrupted Junch period.
Otherwise, the employee must be paid for the lunch period and will not be allowed to

work through lunch without pre—approval.
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18. FESTABLISH PROCEDURES SO THAT ADMINISTRATION PROPERLY
DOCUMENTS AND COMPENSATES EMPLOYEES WHO ARE COVERED
UNDER FLSA AND WORK THROUGH LUNCHES/BREAKS OR “OFF-THE-
CLOCK”

RESPONSE: A memo of expectation and direction was provided by the Superintendent
during May 2003 that addresses this issue. Leadership personnel are held accountable
for implementation of FSI.A requirements.

The Employee Relations Department will provide information for administrators
regarding the provision in the contract pertaining to the enforcement and monitoring of

lunch periods.

Site Visit Responses
Military Leave Recommendation
Bullet #6 (Page 68)

Internal Audit Report, Review of the Payroll Processes, Overtime
and SAP/R3 Payroll Module

Comment: “ When we questioned Personnel Records regarding the calculation of
overpayment, they insisted that the entirc amount of money received by these persons
was considered to be their “base military pay”.

Response: Personnel Records indicated that the entire amount of money received by
these persons was considered to be the “military pay”. The memo sent to one
individual was incorrect it should have read “military pay” instead of “military base

pay”.

Comment: School Board Policy 4408, stales that the District will pay persons in the
military the difference between their salary, and the amounts they received as “base

military pay”.

Response: School Board Policy 4408, states, “However, the Board may supplement the
military pay of its employees who are reservists called lo active military service in the
amount necessary to bring their total salary, inclusive of their base military pay, to the
level earncd at the time they were called to active military duty.

Comment: We recommend that the Dircector of Personnel Records meet with the Office
of General Counsel and determine the correct amount should be using for the term,
“base military pay”. Until such time as this is determined, we recommend that no
collection activity be started on any person involved in active military duty. During
these times, the understanding and application of this policy is a pressing need of the
District.
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Response: On February 26, 2003, the Director of Employec Relations and the Supervisor
of Personnel Records mel with Mr. Marko and Marilyn Batista of the Office of General
Counscl. The purpuse of that meeting was to seek legal interprelation of School Board
Policy 4408 and the Resolution in Support of The United States Military Reserve Forces.

A summary of Mr. Marko’s comments is as follow:

A resolution does not supersede Board Policy. If there is a difference in the language

the Board Policy stands.
School Board employees called to active duty will receive both their School Board pay

and military pay for the first 30 days of active duty.
After the initial 30 days, the employee will receive a supplemental amount necessary to
bring their total salary to the level earned at the time they were called to active military

duty.
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THE SCHOOL BOARD OF BROWA_RD COUNTY, FLORIDA B
"~ OFFICE OF SUPERINTENDENT -

pr. Frank Till

Superintendent of Schools

. May:13, 2003 -
10 - Principals/Department Heads o : |
o - . . . : - . B ! |
_ Superin ent of Schools - ' »

SUBJECT: PAYROLL EXCEFTIONS - R
|

Tﬁroughout the 2002-2003 school year, the Accounting Deparnndm has been monitoring paiyroll exceptions and
making significant progress in collection of overpayments. Although the SAP program is working correctly, as of

~ April 257, the District payroll exceptions are still occurring. In order to stop
collection efforts to reduce the outstanding overpayment balance, we MUST change several of our business
processes. 1 have req the Human Resources Division, s ccounting/Payroll and theiSAP Support Center to

immediately implement actions that will reduce payroll exceptions. The specific areas impacted are:
. 1) Teiminations o . - - '
- 2) Transfer/Reassignment of Substitute Teachers and Temporary Employees
3) ZPAF Processing and Tracking o
© 4) Information Access by Payroll Contacts
‘5) Mandatory Targeted Training

6) COMPASS System & the SAP Payroll System (Distri

ct Maintenance & Pupil Transportation oi:iy) .

" - The attached Aétion- Steps to Reduce Payr

sses and/or SAP HRMS system changes THAT ARE TO BE IMPLEMENTED, IMMEDIATELY..

proce

_ Distribute this docume

-responsible for implcmemation of these actions. The “SAP: Customer Support Team will be conducting

Networking Sessions during the month of May for Innovation Zones and District Divisions. “Attendance at these

sessions is mandatory for all PAF Proc v locat

«Top” Payroll Exceptions Report will be required t0 attend a mandatory

training for the Administrator(s),

administrator 10 schedule training. ) .,‘
. : woo.

«Troubleshooting Payroll Exceptions”

It is important to understand that while these actions should significantly red
for the District to0 continue to reengineer some of our less effective business pra
any suggestions from across the School District on steps that can be taken 10 reduce Payroll Exceptions.

FT/DC/PZ:gE
o School Board Members
~ Senior Management .
- Area Directors

. Attachmient

Payroll Exceptions and allow .

oll Exceptions“ Jocument identifies changes t0 current business

nt to all Administrators, PAF Processors, Payroll Contacts and ‘back-up personnel”

essors and Payroll Contacts. Furthermore, any location that is on the

PAF and Payroll staff. The SAP Customer Support Team will contact each site’

uce payroll exceptions, it is necessary
ctices. 1will continue to welcome

#1
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_ IMPLEMENTATION OF ,
BUSINESS PROCESS CHANGES NECESSARY
TO REDUCE PAYROLL EXCEPTIONS

TERMINATIONS

A. Currently all Payrofl Contacts at every location can and should exercise a
STOP PAYMENT action when they are notified of an employee’s
termination. This will continue to be stressed in communication and in

. training. -

B. Locations will, immediately after initiating the STOP PAYMENT action,

execute a ZPAF to terminate the employee. This will obviously include
. electronic approval by the Principal or Department Head.

'C. The local Administrator will insure that the Payroll Contact and PAF

Processor at the site are made aware of the Termination as soon as
possible. Additionally, the Payroll Processor in the Accounting
Department will be immediately contacted to “Lock” the employee

record. |

" D. Personnel Records will execute the ZPAF immediately uﬁon receiving the

Principal or Department Heads electronic approval and meeting all legal
requirements. _
E. Hardcopy paperwork, as currently handled, will continue to follow at a

later date.
F. Any unreasonable delay in initiating the STOP PAYMENT action by a

location that results in an overpayment to an emplovee will be charged to
that locations current budget. _

TRANSFER / REASSIGNMENT OF SUBSTITUTES and TEMPORARY
EMPLOYEES _

A. The TRANSFER / REASSIGNMENT action will be now automated by
May 31%, 2003 to delimit alf the teaching Substitute Positions ( 554 ) when
the employee is moved into a permanent Teaching Position. As a result of
this, they will no longer be able to record hours on the Substitute Teacher
Positions. The employee will enly be paid according to the appropriate
teacher calendar.

B. The TRANSFER / REASSIGNMENT action will be now auntomated by

- May 31%, 2003 to delimit Temporary Positions programmatically once the
employee is hired on a permanent basis. The Temporary Positions
delimited will only be for the location that is hiring the employee
permanently, All other Temporary Positions will continue to insure an

employee is properly paid for these positions.
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IMPLEMENTATION OF .
BUSINESS PROCESS CHANGES NECESSARY
TO REDUCE PAYROLL EXCEPTIONS
Page2 -

7ZPAF PROCESSING AND TRACKING

A. ZPAF programming has been modified to calenlate the number of days
between the START DATE of the action and CREATION DATE of the
PAF. . B '

B. If the number of days calculated exceeds 60 days the ZPAF will be then
be routed to an additional authority level for approval. For the Schools it
will be the Area Superintendents. For Administrative Departments the
additional approval level varies depending on reporting relationships.
The PAF will NOT be processed until approved by this additional level. '

C. Monthly, a ZPAFLIST Report will be sent to the Area Superintendents
and Division Heads. The report will reflect all ZPAFs initiated that
month for their area of responsibility. This report will be sorted by
location. _ | :

D. All locations currently have the ability to run the ZPAFLIST Reporton a
real-time basis at their individual location. Therefore, there is no need to
provide them hardcopy reports from a central location. _

E. Payroll Processors must run the ZEARNINGS Report as soon as the
payroll is processed allowing for time to correct errors before payment is

- made.

F. The overall routing of all ZPAFs is being reviewed under the direction of |

Mr. Dan Cochran, Associate Superintendent — Human Resources in an.

effort to streamline the business process.

INFORMATION ACCESS
: . . : i .

A. Payroll Contacts and PAF Processors will be provided access to payroll
related information all SBBC employees, within HIPAA regulations.

B. Payroll Contacts access will be limited to “DISPLAY ONLY” for

" locations other than their primary work location. They will have
«DISPLAY ONLY?” access to the same information that' is available to
Payroll Contacts for employees who work at their location in a Primary
Position. : _

C. This will assist them in processing payroll information for employees who
work at their location in Secondary Positions but have a primary work
assignment at a different location. .

D. Communication and Training will be provided to assist End — Users to
understand how “DISPLAY ONLY” access can be used to avoid
overpayments and erroneous account coding.

0
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IMPLEMENTATION OF :
BUSINESS PROCESS CHANGES NECESSARY
TO REDUCE PAYROLL EXCEPTIONS

Page3

MANDATORY TRAINING

A. The Accounting Department is providing the SAP Support Center —

B.

Customer Service Team with the list of “Top” locations with Payroll

Exceptions after each payroll cycle. !
Since the reasons for the Payroll Exceptions will not be known at that
time, the Customer Service Team will conduct on-site training on all

major processes that potentially cause overpayments. !

. A customized Training Program specifically addressing the primary

causes of PAYROLL EXCEPTIONS has been developed. It will be used
to address the “Top” List locations and has been incorporated into the

normal Training calendar.

. The training will be mandatory for the locations Payroll Contact, PAF

Processor and backups. Principals and Department ‘Heads will be

" responsible to ensure proper processes and controls are being used at

their locations. They are strongly encouraged to attend the training

sessions. : _
A monthly Activity Summary Report will be prepared and sent to the

members of the HRMS Steering Committee and the Area
Superintendents. :

PROCESS PAYROLL WITHOUT GOING THROUGH THE COMPASS

SYSTEM

Summary of Discussions:

The Compass System End-Users from Transportation and Maintenance
all agreed that the Compass System needed replacement but that it was
necessary to continue the legacy system until then. The COMPASS
System’s interface with the legacy systems cost accounting capability
needed to continue.

Discussions about dual systems led to the conclusion that some
information would need to be inputted twice by the End-Users if the
gystem link was separated.

Using the SAP PAYROLL System to enter time and then transferring
data to COMPASS was not feasible since a payroll system is not designed
to capture all of the information needed by a Work Order System. That
capability lies with SAP’s Plant Maintenance module that SBBC has not
licensed. :
The Maintenance and Transportation Departments were unaware of the
amount of Payroll Exceptions their departments were generating. They
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are now receiving copies of Exception Reports from the Accounting
Department. :

The Payroll Exceptions generated by both Departments were presented
and discussed in some detail. With only one exception, the consensus was
that the reason for the Payroll Exceptions was unrelated 'to the process of
inputting time through the COMPASS System, 5

The primary reason for most of the significant Payroll Exceptions seemed
to be the late processing of information related to terminations or leaves.
Frnst and Young was contacted and agreed that, although the
COMPASS System should be replaced, it should remain linked to the
Payroll System. They felt separating the two would create significant
jssues related to both effective Cost Accountinlg and Payroll

Reconciliation. _ _ |

Resultant Action Plan

A.

The SAP Support Center’s Customer Service Team will work with both
the Maintenance and the Transportation Departments to
initiate/reinforce training on the “STOP PAYMENT” action to be used

-when employees terminate.
. The Transportation Department and District Maintenance, if necessary,

will assign additional personnel at the various locations te perform this

" function. The SAP Support Center will assure the proper system

E.

F.

authorizations are assigned once the personnel are identified.

. The Payroll Department is now providing both the Transportation

Department and the Maintenance Department with their respective
Payroll Exception Reports after every payroll.

. The ETS Department is researching how to arrange for the daily Time

Entry Error Reports printed remotely at the Bus Depots and Area
Maintenance Facilities. This will increase the amount of time available
for error corrcctions on the last day of a payroll cycle. :

The SAP Support Center has contacted the Labor Relations Department
to discuss the feasibility of moving the payday for both departments from
Wednesday to Thursday er Friday. If successfully negotiated this
additional time would be used for error corrections prior to running a
payroll. !

The recommendations of Ernst and Young related to the better
coordination of data transfer between the two systems will be
implemented. ETS AND the SAP Support Center will take immediate

steps to achicve this.

0
e
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A Committee was formed to determine how best to facilitate the directive
to no longer enter time into the Payroll System via the COMPASS
System ' '

and the timeframe needed to implement such a change. The Committee
includes representatives from all stakeholders and will be chaired by
Paul Zielinski. |

Payroll Exceptions for both Departments will be continually monitored.
In the event that the above actions significantly reduce payroll exceptions,
the Committee will request that Senior Management reconsider the
directive to separate the COMPASS and Payroll Systems. :

100



May 14,2003
70  Senior Management o
N | Area Directors - | i
Department Heads and Supervisors .. o,

FROM: Frank TAY o P
o Superin dent of Schools . ‘

SUBJECT: EMPLOYEE COMPENSATION EXPECTATIONS

Business management processes éligned according to the Sterling Process
~dictate ﬂ_-lat we constantly evaluate and _re-evaluate our business practices.

A review of our district employeé compensatioﬁ practices indicates a need
to clarify expectations and requirements related to workweek and overtime
compensation. All department heads, principais ‘and supervisors are

expected to be fully knowledgeable of workweek and overtime

compensation requirements.

1t is established practice that all employees be paid accc';r_!ding to s'alary.

schedules approved by the School Board. In addition, it is expected that

requirements 0
agreements be followed regarding overtime and/or compensatory time

compensation. - -

Attached is an outline of requirements and a Q&A for reference purposes.
d principals who need - sistance related to compensationt |

Supervisors an

‘and Salary (954-765-8884) or the Director of Budget (954-765-6454) for
budget issues. o . e

FTisc
- Attachments
c; School Board Membérs
General Counsel’s Office

£ School Board Policy, state /federal law ‘and negotiated .

hould contact the Department of Noninstructional Staffing/ Wage'

f2



Workweek and Overtime Compens_atioﬁ o

A.

B..

Working Hours/Work Day/W orkweek'

1. All staff must wotk a schedule in compliance with School Board -'

' Policy or the applicable collective bargaining agreement (CBA).
2. Supervisors must notify employees of working hours and days to
be worked in a given seven day time period which is the assigned
 workweek. o . _

Absences (i.e., sicklpersonallvacation, etc.) ' L
1. All absences from assigned work area(s) or duties must be reported
to the immediate supervisor in advance except in cases of an
. emergency. e o .
2.  Immediate supervisors are expected to proactively monitor and
enforce punctuality ‘and attendance rules in compliance with
established School Board Policies and administrative practices.

Employees Eligible for Overtime Premium {OTP) and/or Comp Time

Premium (CTF) (FLSA Non-Exempt) _ _ )
Includes positions covered by Federation of Public Employees CBA, the
Paraprofessional CBA, certain positions in grades 23 and below on the ASPT
salary schedule and Broward County Schools Administrators’ Association CBA

salary schedule. ] |
1.  Overtime (hours actually worked in excess of 40 in a workweek)

2.  Actual hours worked in excess of 40 in a workweek must be
compensated. at time and one-half (OTP). Paid time off (i.e.
sick \personal \vacation, etc.) is not counted as hours worked for
calculation of overtime. - o -

3. Employees must be compensated with pay for overtime premium
(OTP) or may be offered compensatory time premium (CTP) at

' time and one-half in lien of pay by prior written agreement.

4. If a choice of compensatory time premium (CTP) or overtime
premiuin pay (OTP) is offered, it is the employee’s option 10 select
the method of compensation. : _

5.  Compensatory time premium (CTP) is expected to be used

according to requirements of School Board Policy or the applicable

collective bargaining agreement (CBA).
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Employees Not Eligible for Overtime (FLSA Exempt)

 Includes positions on the Broward Principals’ & Assistants’ Assoc:atwn salary.

schedule, all positions i grades 24 and above on the ASPT and Broward County -
Schools Administrators’ “Association salary schedule and employees covered by

1.
2.

the Broward Teachers’ Union CBA.

'Exerhpt employées are fequired to work as many hours as necessary to

_ complete work assignments.

When workloads are unusually high, these employees may be required
or authorized to work alternate workweek(s)/wotk day(s) to meet the '
needs of the District, subject to applicable School Board Policy or the -
applicable CBA. ' R



o .Workwe_ek and Overtime Comp'.ensatio.n'_' B

1. Mustall overtime premium (OTP) be authorized by a supervisor?

Response: Y¢s. According to School Board Policy 4300.1 and various collective bargaining agl'emneﬁm
(CBAs), all supervisors are expected to monitor the work assignments of employees under their supervision

to advise employees when overtime premium (OTP) is approved. This should be accomplished in advance by

written appmval required by School Board Policy or collective bargaining agreements (CBA).
yee works additional hours and requests overﬁﬁle premi;lni (OTP) withﬁnt prior

2. What if an emplo
supervisory approval? —can the employee be paid for it?

Response: All work performed in excess of 40 hours within a specific workweek by an employee eligible for

overtime premium (OTP) must be paid at time and one-half if the supervisor has knowledge of and “gllows” the

employee to perform the work. The School Board’s OTP rules do not allow work to be performed “off-the

clock” by employees eligible for overtime. Supervisors are responsible for ensuring that employees who arrive

at the work location early for their own convenience or leave the work location after normal working hours

comply with this restriction. Supervisors should clearly communicate to employees that all hours ~orked
beyond 40 in a specific workweek must be with prior approval. Employees who work additional hours without

prior approval will not be paid for those hours and may be subject to administrative action. :

" 3, If budgets are tight can we simply offer compensatory time (CTP) — or must we provide a choice
between CTP and OTP cash payment? : _

Response: Overtime premium (OTP) is required to be paid as monetary compensation at time and one-half for
all hours actually worked beyond 40 in a given workweek. Compensatory time premium (CTP) may be paid in
lieu of monetary compensation if “a prior written agreement” exists between the employer and the employee
which stipulates that CTP may be used. Compensatory time premium (CTP) is earned at time and one-half, the .
same as overtime premium (OTP), and may be accumulated and “used” by eligible employees according to
school Board Policy or collective bargaining agreements (CBA).

4. Can a supervisor change an employee’s work schedule or require an employee to work overtime to
meet the needs of the School District? - - D

Response: Supervisors are expected to provide workweek/work day working hours abcording to the businéss
needs of the department. A standard workweek may include work on weekends. However, OTP/CTP pay does
not apply unless the hours actually worked are in excess of 40 hours in a specified 7-day workweek for

it alimikle for OTP/CTP. PO4
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5. Ys there a limit on the number of hours/days of compensatory time (CTP) that may be accumulated by
a nonexempt employee? S R T

Respomses Current School Board Policy 4300.1, the law and CBAs provide for limits on Mpensatdry time. -
The generally accepted maximum accumulation is 240 hours.. CTP is expected to be “used” in a timely manner
with advance approval of the appropriate supervisor. All overtime approved beyond 240 hours CTP mustbe -
paid as monetary coml nsation. ' ' . _ MR

6. How do we know which employees have more than one job with the School Il)lsn-icﬂ
Respuonse: District payroll procedures require supervisors to determine whether an appﬁcgﬁt already hns
another job(s) with the Schoo! District at the time the individual is hired for regularly scheduled part-timé work. -
Employees must be advised of OTP/CTP rules when employed. It is the responsibility of supervisors who hire
current employees for job 2, job 3, etc. o correctly administer OTP/CTP rules. All OTP/CTP that accrues due
to job 2, job 3, etc. i the responsibility of the supervisor at the work location where the second (or third) job is
performed. That location must provide budget funds for OTP payment whenever, the employee’s time worked
exceeds 40 hours in the specified workweek established by job 1. . e ,
A special. overtime exemption applies to current School District employees who voluntarily agree to perform
occasional or sporadic work at school athletic events, meetings, social events of similar functions. Under such |
 circumstances, the employee can be paid an hourly wage agreed upon in advance and need not be paid at his or
her OTP rate. This exemption applies only where the occasional work is not substantially similar to the work
the employee performs in his or her regular position with the School District (i.e. a bookkeeper cannot sell .

tickets and a custodian cannot clean up after an event).
According to the Department of Labor occasional or sporadic means infrequent; irregular or occurring in -
gcattered instances and when the assignment is not within the same general occupational category as the

employee’s regular work. The fact that an activity is recurning such as athletic games does not mean that the
activity is not occasional. An employee who has a regularly scheduled, part time job with the School District

does not qualify for this overtime exemption.

7. When written pre-approval for OTP might not be préctical due to emergencies, how should the
supervisor handle it? _ _ o o ' .
Response: In emergency situations, supervisors and employees must take aﬁpmpriate action first and

provisions requiring prior a;_)proval for OTP/CTP may be temporarily suspended. An example might be a bus
driver who must remain with a vehicte that breaks down until it can be secured. After the emergency is

addressed, OTP/CTP rules must be applied to hours actually worked in excess of 40 in the workweek if
applicable. _ : - .
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‘8. Ife snpervisor requires staff who are not eligible for OTP/CTP to work on alweekend, can the
supervisor offer CTP? I so, would the rate of time and one-balf apply? : _

Response: Only non-exempt employees who are eligible for OTP/CTP should be offered CTP. Employee(s)
may be required to work on a weekend. If the weekend work causes the employee to exceed 40 hours ina
given workweek, employees eligible for OTP/CPP must be paid or credited accordingly. Employees who are .
not eligible for OTP/CTP may have their workweck adjusted at the supervisor’s discretion to make allowance ;
for the weekend work. OTP/CTP rules do not apply to these employees. Lo o

9, Ifa non-exempt employee is out sick during the week and requests to work on the weekénd m order to
«catch up” on his/her workload, is this OTP/ICTP? | R S ' _

Response: No. The law specifies that OTP/CTP applies only after an employee ha.l; been “physically” o work
over 40 hours within a given workweek. If the employee has used accrued sick leave during 8 workw eck. the :
employee may be paid for the ugick™ day and may work on the weekend to “catch-up.” . This is not OTP/CTP
unless the total hours “physically” worked exceeds 40 hours, but the employee shot'Tld be paid straight time fo;

the actual hours worked on the  extra” day.
10, How do 1 avoid being responsible for OTP/CTP when I cannot control a second job for afl emlilojeé
-inmydepartment? B _ : _ - C o
Response: Supervisors, who hire employees for job 2, job 3, etc., are éxﬁected to verify the current de status
of all persons they hire. Employees who accept second, third, etc. jobs with the School District are expected to
notify the hiring supervisor of their job 1 status. Supervisors in job 2, job 3, etc. assignments are expected to -

provide payroll funds from the budget at their work location for all OTP that might apply. If CTP is agreed to
be utilized, it must be applied to the job from which it accrued — not to job 1 unless job 1 is the basis for the

5/14/03



FROM THE EXECUTIVE DIRECTOR OF HRD - Response received while out of District.

From: Sharon Russell [sharon.russelt @ browardschools.com]

Sent: Thursday, May 22, 2003 2:36 PM
To: KShaw7976 @ cap-ii_broward.k12.fl.us
Cce: bshermis @ browardschocls.com; teresita.elbert@hrowardschools.com

Subject:  Audit Responses #9 & #18

Ken: Here are Becky's responses for Observations #9 and #18 from the Payroll Audit Report.

Observation #9
Response from Executive Director of HRD:

I agree with the recommendation and will coordinate and facilitate a Staff Development Task
Force that will meet quartery beginning June 2003. | agree with the role of the task force as
defined in the recommendation and will facilitate the standardizing of procedures and design of

quality staff development.

Observation #18
Respanse from Executive Director of HRD:

| agree with the recommendation and will work with appropriate departments and schoal
personnet to design and develop quality training in FSLA for targeted payroll personnel at all
levels. A timeline will be devised once the audit recommendations are finalized and action steps

are defined.



THE SCHOOL BOARD OF BROWARD COUNTY, FLORIDA
SAP SUPPORT CENTER

Paul J. Zielinski

Director

Faesimile: (954) 747.5677

Telephone: (954) 712-2304

May 5, 2003

TO: Patrick Reilly, Executive Director
Office of Management/Facility Audits

VIA: Dr. Evcrett Abney, Associate Superintendent
Superintendent Suppaort

FROM:- Paul J. Zielinski

Director, SAP Support Center

SUBJ ECT_ t Management Responses — Internal Audit Report . :
Review-of Payroll Processes, Overtime and SAP/R3 HR Payroll Application

I have prepared Management Responses to those Observations assigned to the SAP Support
senter. However, first I would like to address some specific concems I have with both comments
0 the Background Section of the report and some information presented in the Observations
made by your Department. I feel these comments are important in order for the reciptents of the
Internal Audit Report to have a better understanding of the underlying issues at hand.

In the Background Section, page 9, your report uses thc SAP Support Center as an example of
Overtime Costs. It states specific percentages related to overall costs even though the report goes
on to stale that the SAP Support Center did not have the highest occurrence of Overtime Costs
for the School District. I do not know how this comment adds any additional value to your
Findings but, since it is included, I feel further facts should also have been provided. First, the
payment of Overtime was pre-approved by the HRMS Steering Committce. Second, per the
HRMS Steering Committee directive, each week 2.5 hours were deducted from overtime worked
by the Excmpt Staff. Third, Overtime Costs were provided to the HRMS Steering Committee as
part of the Implementation Projects Monthly Financial Report. Finally, on several occasions the
HRMS Steering Commiittee requested and was provided a detail listing of Overtime Hours and

Cost by individual employee,

The last sentence in the Background Scction questions who was responsible for directing the
modifications made to the SAP/R3 HR Payroll Application. It is important for the recipients to
understand that SBBC has only made 14 modifications to the core progratn supplied by SAP.
These 14 modifications were made to insurc that the final computer program met the

expectations of the Bnd — Uscr as provided by them in both the RED and the Blueprint document.
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While I was not asked to respond to Observation 11, I do feel that certain facts surmrounding the
issue need to be brought to the reader’s attention. The SAP/R3 HR Payroll application is very
flexible. It can be set up to accept daily time entry, lump-sum time entry or a combination of
bath. Daily time entry. was an End-User requirement detailed in the original RFP. I strongly urge
that before the School District agrees to incur an annual cxpenditure of nearly $7.0 million that
the requirement and subsequent benefits of daily time entry be re-evaluated by the original
requesting departments. A one-ttme cost to provide a program is one thing to consider, but
-annual costs, of the magnitude presented in your report, is another thing altogether.

The last Observation that I would like to provide additional information to the reader is
Obscrvation 17, page 56.  Your rcport states that the Testing of the SAP/R3 HR Payroll
Application was inadequate, You should be aware that the Payroll Application was Unit Tested,
Integration Tested and tested at locations in a parallel pilot program. In fact, only one major
programming error was found after Go-Live, and it was corrected within 6 wecks of
Implementation on July 1, 2001. However, let me statc that there could never be enough testing
done prior to the implementation of a new system of this magnitade and complexity. However,
one must take the system live at some point. Considering this, I take exception with the comment
that “Testing....was inadequate™. Additionally, on page 56, your report makes the Observation
that there was a ™. failure to test the process of posting from the SAP/R3 HR Payroll Application
to the General Ledger of the District’s financial system....” The cross walking of SAP generated
information to the legacy financial system was a joint-effort between the SAP Support Center
and the Accounting Department. This joint cffort was extremely difficult as a result of the School
District’s decision to replace the legacy HR Payroll Applications before replacing the legacy
Financial Application. In most cases, organizations replace their Financial Systems first in order
to avoid the very need to crosswalk account codes. The $2008,000 spent with Trnst and Young
was only partially related to the crosswalk jssue. The firm was primarily retained to provide
Change Management expertise. They worked closely with the SAP Support Center to provide the
information needed for year-end closing, and worked with the Accounting Department to achjust

their elosing processes and analysces to the new SAP system.

Finally, in the same Observation 15 on page 57, the report implies that project management
decided over your objections that the initial implementation would not have On-Line payroll
approval. The recipients of the Audit Report should understand that the HRMS Steering
Committee established prioritics throughout the implementation. I will not disagree that I did not
support your request, but that is irrelevant. The HRMS Steering Commitice never established

On-Line Approval as a priority for the Tmplementation tcam.

It should be noted that at the time this response was prepared, May 5, 2003, to meet the reguired
May 7, 2003 submission deadline sct by the Office of Management/Facility Audits, the

Executive Summary had not been provided.

@]
4]
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MANAGEMENT RESPONSES

Observation 4 — Implement Improved Business Processes To Correct Deficiencies in
Current Payroil Practices.

We agree with the fact that the cwrrent business processes and the SAP/R3 HR Payrol]
Application reflect some weaknesses in the internal control environment. Tt is extremely difficult
to address all intemal control concerns during any systems implementation. That is the reason
why an Internal Auditor was assigned to the Project Tecam to assume that responsibitity, The
assigned Internat Auditor left this critical position about six months into the eightcen-month
implementation cffort and was never replaced by the Office of Management/Facility Audits.
However, even with this impediment to the project, we do not agree, based upon the issues
raised, with the statement that the internal control weaknesses are “significant”, The following

arc responses (o the eight control weaknesses identificd inthe Observation: %

* Records can be deieted with no trace in the SAP/R3 HR Payroll Application.
We agrec. The SAP System, as purchased, has the capability of tracking. all
updates made to the database. This feuture was wrned off due to system sizing
constraints. Recently, to meet a request of the Office of Management/Facility

Audits, the system has been turned on to capture all deletes to Time and

Attendance. .
We will continue to work with the ETS Department and the End-Users to

maximize existing computing resources hy implementing an acceptable archiving
strategy, establishing an annual procedure to set retroactivity capability and load-
balancing the demands on the system. As computing resources are made available

through these efforts, additional data can be tracked.

* Review by Administrators and Payroll Processors has proven to be CUrsary.
We  agree. The End-User Tramming classes, and the business process
documentation available to End-Users from various sources we provide, continue
to stress the required review processes to be followed by them to ensure adequate
monitoring of payrolls by the each location. Perhaps, the need to follow these
business processes should be reinforced by a pointed communication from the

Office of Management/Facility Audits.

* Noreview of the work schedules of all job classes has taken place.
We disagree. During implementation work schedules were reviewed to ensure

that they agreed with current business practices at that time. If past practices are
deemed to be incorrect or are to be changed by Management, the SAP/R3 HR

Payroll Application will be modified appropriatcly.

110
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* Failure of providing on-line authorization process for payroll.

* Noerror report is available that would outline changes made to payroll input,

As mentioned in the Audit Report a new report generated form the SAP System
has been developed (ZTIMEAUD). It is capable of tracking changes made to
payroll input data since the last time the payroll was approved and submitted, The
report is currently being reviewed by the SAP Support Center. A meeting with
hotb the Executive Director of the Office of Management/Facility Audits and the
Accounting Director has been scheduled to address concerns related to the report.

Cuarrently all records in the SAP/R3 HR Payroll Application are active from (Gio-Live.

We agree. The setting of the Control Record to limit retroactivity s an End-User
function. The ramifications of this process are complex as it can Impact a
multitude of business processes. These include, but may not be limited to, Payroll
Exception research efforts, correct billing of Grant Expenditures and appropriate
recording of expenses in departmental budgets. The SAP Support Center is
working with the Accounting Department to identify these issues in order to
establish an ongoing timetable for the annual setting. of the Control Record. I.am

of the understanding that the Control Record will be set prior to fiscal year end.

e The communication pracess being utilized by the SAP Support Center does not.
- ensure that changes have been read hy, scen by, or are understood by End-Users.

We agree that we cannot ensure these changes are read by, seen by or understond
by those who utilizc the system. However, the SAP Support Center communicates
process changes through a website that has had well over 100,000 “hits” since
Go-Live. We use Becon broadcasts, as well as, SAP’s on-line System-messdging.
We use E-mail extensively to send process change notifications directly to the
speeilic End-Users impacted. We incorporate all changes immediately into our
training classes and into our on-line training manuals. In fact, the only thing we
do not do is to send out a hardcopy letter.

However, even if we did send a hardcopy letter, [ fail to see how this would
ensurc that it was read by, seen by, or understood by the recipient anymore than

our current communication vehicles.

» The fallure of the District to provide necessary policics and procedures, including
business proccsses, prior to go-live has greatly impacted the systemn and End-Users,

We agree. However, it should be noted that the School District signed a contract
that called for “Rapid Application Development™ methodology. (SAP calls it
ASAP Methodology). This contracted methodology did not allow for detailed
business process mupping prior to configuration. When SBRC attempted to
deviate from the contract in this matter, it incurred a $828,000 penalty. Pleuase
understand I am NOT recommending SBBC follow this implementation approach
it future legacy system replacements. I believe 1o do so would be a Very grave
mistake and I bave made my opinion on this issue known to Senior Management

On Many occasions.
We agree. As stated above the on-line approval capability will be available by
July 1, 2003.
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Observation 6 — Correct Overtime Hourly Rate For Employees Who Receive Longevity

Payments.

The decision to include Longevity Payments in base pay for the purpose of computing overtime
rates for employees needs to be made by the HR Division, as they are the business process
owner. Assuming the Human Resources Division agrees with this Andit Report Observation it is
cstimated that 1t will fake approximately 4 to 5 weeks to modify the payroll program and

thoroughly test the change prior to implementation.

Observation 7 — Expedite \Tt.cessary %ftwarc Programming to SAP/R3 HR Payro]l
Application To Correct Errors with Holiday Pay.

there i1s a statement made in the Obscrvation that Is incorrect. It states “We have

First,
". Not only could these people

determined that the system was unable to remove these 72 persons™.
have been removed from the system had proper processes been followed by the End-Users, but
the overpayments could have easily been avoided had the location’s Payroll Contacts followed

proper procedure and immediately placed a “Stop Payment™ action on each of the employces’
records. :

We agree with the need to change the business process, but we disagree that it can be: automated

in the SAP Application. The SAP/R3 HR Payroll system will not automatically facilitate the
docking of paid holidays, since these days are not inclusive in their work schedule. You cannot

dock a person for a day that he/she 1s not scheduled to work. We suggest, as an alternative, that
the workaround being used by the Director of Food Services be LODSldCI‘Cd by the other

Departments impacted by this business proccss need.

Observation 8 — The Work Schedule and Budgeted Funds for Security Specialists and
Campus Monitors Docs Not Agree With (he Provisions of Their
Contract.

The SAP Support Center agrees to provide the information requested to assure the assignment of
proper work schedules. Howcver, work schedules in the new SAP system are assigned to a
Position not to a Job Class. We will meet with the Office of Management/Facility Audits to

reach agreement on exactly what information would best facilitate their request.
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Observation 13 — Implement Processes Within SAP/R3 IIR Payroll Application for
Administrative Office in Pupil Transportation to Report Hours Worked

by Staff.

We agree. A meeting will be held with the Director of Pupil Transportation to determine the
most appropriate course of action. We will determine if the current swipe card system is a
recognized SAP vendor parmer. If Lathem Time System is an SAP vendor partner, then an
automated link to the SAP program is both feasible and can be easily maintained. If Lathem
Time System is not an SAP vendor partner we will explore the feasibility of direct cntry into
SAP. We will need to determine any additional work that might occur from by-passing a swipe-

card system.

Finally, KRONOS, a swipe card vendor that is a partner with SAP, is currently being considered
for- implementation and testing at our Atlantic Technical Center. If successful, we can explore the
possibility of replacing. the Lathem Time System with- KRONOS at Pupil Transportation’s

Administrative Offices..

Observation 14 — Improve Business Processes Used by Bus Terminals l‘or Recordmg and
Reporting of Hours Worked by Staff., . .

We agree. The Director of Systems/SAP Support Center has mct with representatives from both
the Pupil Transportation and Accounting Departments. It was agreed that the interface between

the COMPASS and the SAP/R3 HR Payroll Application is necessary to continue providing cost
reports for Schools and Departments, However, it was also agreed that the COMPASS System

should be replaced when the legacy Financial Systc,m is replaced. Since work order functionality
18 a component of the SAP Financial Module, a School Board directive prevented us from
installing it during the IIR Payroll Implementation. As an interim solution, until such tirme that
the work order system, COMPASS, can be replaced, we have worked wilh the Pupii
Transportation and ETS Departments to delay the necessary interface procedure between SAP
and COMPASS as long as possible and still meet payroll timetables. This provides End-Users an
additional window of time at the end of each pay period to entcr appropriate comrections and

adjustments to the data.

Observation 18 — Establish Procedures S¢ That Administration Properly Documents and
Compensates Employees who are Covered under FLSA and Work

Through Lunches/Breaks or “Off-the-Clock”

We agree. However, 1t is felt that in «ddition to the Director of Accounting, the Dircctor of
Systems/SAP Support Center and the Manager of Systems and Procedures, that the Human
Resource Division should be invited to participate. Together they can work to develop the
appropriate School Board Policies and Standard Practice Bulleting retated to payroll processes
and practices. 1L 1s suggested that the Associate Superintendent of Heman Resources assign the

appropriate mdividual(s) to participate.
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SITE VISITS

As stated above, the SAP/R3 HR Payroll Application can be structured to accept daily time
cotry, lump-sum time entry or, within limitations, a combination of hoth. The desired data mnput
straiegy needs to be established by the business process owners. After which, adjustments to the
computer program that may be needed can be made by the SAP Support Center. The Office of
Management/ Facility Audits should also be involved in determining the appropriate business
processes for time entry. In Obscrvation # 11 they are recommending that additional personnel,
to the cost-of nearly $7.0 million, be provided to each location to continue daily time entry. Here,
as part of the Site Visit Observations, when addressing unp-sum time entry, they state that they
“do not see how this process can not be uscd by all sites.” Tt is important that their position be
muade clearer hefore business process changes are considered.

Please call me at 712-2304 if you have any questions or concerns.

Paul J. Zielinski

Cc:  Ken Klink, Chief Operating Officer
- Dan Cochran, Associate Superintendent
Denis Moquin, Director

CMy Documentsiniernal Audit Report Responses May 23.doc
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The School Board of Broward County, Florida

Accounting Department
Technology & Support Services Center

n Financial Reporting
Accounts Payable
Payroll
Grants & Contracts Accounting
Food Service Accounting
Capital Assets Accounting

May 7, 2003

T0O: Pat Reilly, Executive Director
' Management/Facility Audit

FROM: Nell Johrspr <ot

Accounting

SURJECT: RESPONSES TO THE REPORT ENTITLED “REVIEW OF THE PAYROLL
PROCESSES, OVERTIME AND 5AP/R3 HR PAYROLL APPLICATION™

Please accept the following responses to Ilem 18 of the above report:

18. ESTABLISH PROCEDURES SO THAT ADMINISTRATION PROPERLY
DOCUMENTS AND COMPENSATES EMPLOYEES WHO ARE COVERED UNDER
FLSA AND WORK THROUGH LUN CHES/BREAKS OR “OFF-THE-CLOCK”

I agree that policies and procedures shoulc be developed that will outline current payroll
processes.  Accounting personnel will collaborate with Systems & Procedures and HRD
personnel 1o create procedures that will address working through lunch, breaks, and when “off-
the-clock.” All Accounting personnel associated with the payroll process will also attend
training related to FLSA requirements that wil] be oftered by the HRD Department.

Timeline: Accounting staff will immediately begin collabaration with Departments mentioned
and establish procedures by December 31, 2005.

Wt

¢z 1. Benjamin Leong, Comptroller
Vickie Shermis, Exceutive Diroctor
Darlene Steinlage, Manager
Kenneth Shaw, Director

[:Reilly-Aucit Rasp



The School Board of Broward County, Florida
Pupil Transportation Department
3831 NW 10 Avenue ~ Oakland Park, FL 33309

May 5, 2003

TO: Patrick Rcilly, Fxecutive Direclor
Office of Management/Facility Audits

FROM: Ruben Parke#ﬁirector

Pupil Transpertation
SUBJECT: Revicw of Draft of Internal Audit Report
I have reviewed the DRAFT Audit Report that was provided on April 7, 2003 and ofler
the following observations for considcration:
Review of Draft of Internal Audit Report

Recommendution - Page 51

We recommend that the Director of Systems/SAP Support Center meet with officials ai
the Administrative Offices of Pupil Transportation and review the processes that are
currently in use and determine how these offices can effectively and efficiently use
SAP/R3 HR Payroll Application to track their employees time and provide the
necessary data for effective management of Pupil T. ransportation. it dnes noi seeimn
effective, nor is it in line with current reviews of available technology, for the
department to be using a software package (swipe card system) that does not integraie
directly into SAP/R3 HR Payroll Application, or for that matter is essentinlly collecting
the same information that can be tracked in SAF/R3 IIR Payroll Application.

The Director of Systems/SAP Support Center met with the Dircetors of
Transportation Services and Pupil Transportation to review the processes
currently in usc and to discuss the probability of limiting COMPASS use in the
payroll process. As a result of the meeting a task lorce was created which will
review the issucs that were discussed.

‘['he Transportation Dcpartment is aware that currently there is no policy requiring
office staft (o clock infout. However, the current swipe card system in use in
Pupil ‘Fransportation provides several benefits. Prior to utilizing the swipe card
system, each employee completed a time shect, which was then given to the
payroll contact for processing.

" Ruben Parker
Phone: (954)928-0269 Fax: (954)928-0170

118




The School Board qf'Broward County, Florida
Pupil Transportation Department
3831 NW 10 Avenne ~ Oukland Park, FL 33309

By implementing the swipe card system we were able Lo cut the processing time
by 75%. Also, it gives an accurate accounting of cmployees, even though they
may be working on different schedules. In addition to calculating the actual
employee clock in/out times, it provides a compleled printable timesheet, which is
kept on fite for auditing purposes. The T ransportation Department is not awarc of
any department or school that is currently utilizing a swipe card system that
interfaces with SAP. However, if the Audit Department is aware of a location
that is having success with such a system, the Transportation Department would

be willing to utilize 1L.

Recommendation - Page 53

We recommend that the Director of the Systems/SAP Support Center meet with Pupil
Transportation officials and payroll processors of the terminals and create a process
that will decrease the workflow on them and on the other departments impacted by the
process. We recomimend that a review be imade io determine whether ifie defauii itme
can be input into SAP/R3 HR Payroll Application much like is currently entered into
the COMPASS System. In this manner, the only time that would need to be entered
would be to make adjustments for the time that exceeds the route time or record

ithsences.

‘fransportation agrees with the recominendation to review whether the route tirne
can be placed into SAP as the work schedule. This was onc of the issues
discussed while mecting with the Director of Systems/SAP Support Center and
will be explored further by the task force.

Section VI Exhibits

Puage

80 There were “questions regarding overtime hours documented” in
Pupil Transportation-Administration. Approval lor all Administrative overtime 1s
well documented in Transportation’s payroll tecords. Also, the appropriate
overtime approval was attached to all of the Administrative records requested by
the Auditing Department during the internal audit.

31 There were questions regarding “pre-approval off overtime” for Transportation

Terminals. The majority of the overtime gencrated in the Terminals 1s a result of
variables that are built into the cmployee route time, i.e. Activilies, Vocational,
and Community Based Instruction (CBI's). The Supervisor approves this
overtime when the route is established.

Ruben Parker
Phone: (9_54)928—(}269 Fax: (954)928-0170
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Pupil Transportation Department
3831 NW 10 Avenue ~ Oukland Park, FL 33309

There weore questions regarding “overtime payments calculated incorrectly™ in the
I'ransportation Terminals. All time in the Transportation Terminals is catered
into COMPASS as Regular (REG) time and SAP calculates the time once it is
propagated from COMPASS.

RP:vh

cc: Arlin Vance
John Quercia

Riben Parker
Phone: (954)928-0269 Fax: (954)928-0170
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May 05, 2003 12K, FRANK TILL

Stiperintendent of Schools

TO: Kenneth Shaw, Director I1
Operational Audits
i
FROM: Rayficld C. I—?‘endcrson
Principal
SUBJECT: Draft of the Internal Audit Report, “Review of the Payroll

Processcs, Overtime and SAP/R3 Payroll Module”

Tn a recent audit of Payroll Processes, Overtime and SAP/R3 Payroll Module conducted
by The Office of Management/Facility Audit’s, the following finding was noted for
Dillard 1ligh School.

During our review of overtime worked at Dillard High School we noted that the
school’s security specialists were incurring a tremendous amount of overtime.
When we questioned the school, it was found that this overtime was the resull of the
construction project that is underway at this site. The Project Manager from
Facilities and Construction Management Division thought that staff at the school
would be better suited of providing the security of the construction site, and this
would also result in a cost savings to the District. Although, we have not been given
the necessary documentation to support the cost savings, we found a substantial

number of concerns with this arrangement.

Transforming Education: One Student At A Time
Breward County Pablic Schools fs An Ec]ul‘z?();;lparmm nvFaual Access Emplayer



Page two
Draft of Internal Audit
May 5, 2003

I have discusscd audit findings with the school’s Project Manager, the school’s Security
and Custodial staffs and noted the possible implications the report may involve. 1
cxplained that even though the services they provided the District resulted in a cost
savings, any payment(s) of OTP deemed illegal will have to be reimbursed.

Should you require additional information regarding this response, please advise.

RCH/os

Cc: Dr. Verda Farrow, Ed.
South Central Area Superintendent
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ADMINISTRATIVE RESPONSE-Director of the Accounting Department

1 agree that the policics and procedures should be developed that will outline current
payroll processes. Accounting personnel will collaborate with System and Procedures
and TIRD personncl to create procedures that will address working through tunch, breaks
and when “off-the-clock.” All Accounting personnel associated with the payroll process
will also attend training rclated to FLSA requirements that will be oflered by the HRD
Department.

Timeline:  Accounting staff will immediately begin collaboration with Departments
mentioned and establish procedures by December 31, 2003,

ADMINISTRATIVE RESPONSE-Executive Director of HRD

[ agree with the recommendation and will work with appropriate departments and school
personnel to design and develop quality training in FLSA for targeted payroll personnel
at all levels. A timeline will be devised once the audit recommendations are finalized and
action steps are defined.

M
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SITE VISITS

As part of our review we went out to 32 locations and reviewed overtime payments made
at thesc locations. Four (4) significant problems that we noted, included: (See Exhibit )

e Overtime was not authorized in writing as required by School Board Policy 4300.1,
Overtime Pay — Noninstructional Employees.

e (Overtime was not pre-approved as required by School Board Policy 4300.1, Overtime
Pay — Noninstructional Employees.

e Ovcrtime payments were not calculated correctly.

o Questions regarding the overtime hours that were documented.

In looking into these four (4) areas il was notcd:

e 44% of the locations did not have the overtime authorized in writing, when we
arrived at the location.

s 50% of the locations did not have the overtime pre-approved.
38% of the locations did not have the overtime payments calculated correctly.
56% ot the locations had questions regarding the overtime hours that were
documented.

While at these locations we found several instances which require specific mention in this
report. These include the following:

Dillard High School

During our review of overtime worked at Dillard High School we noted that the school’s
sceurity specialists were incurring a tremendous amount of overtime. When we
questioned the school, it was found that this overtime was the result of the construction
project that is underway at this site. The Project Manager from Facilities and
Construction Management Division thought that staff at the school would be better suited
to providing the securily ol the construction site, and this would also result in a cost
savings to the District. Although, we have not been given the necessary documentation
to support the cost savings, we [ound a substantial number of concerns with this
arrangemert.

l. Until we began to cxamine this overtime, there was a misunderstanding between the
Project Manager and the school regarding how these individuals were to be paid.
Originally, the Projcct Manager and school had arranged for the school’s facility
servicepersons to perform this security work. Since these individuals normally work
a forty (40) hour work week, it was detcrmined that all the hours worked by these
persons would be paid at time and onec-half. Once the work began, the school’s
facility scrvicepersons decided that they did not want to continuc to work this time,
and the schoo!’s security personnel decided that they would work the additional time.
Unfortunately, the school still input all the hours worked in this project as OTP
(150% of hourly rate), even thouph the security personnel’s contract is for 37.5 hours
per week, not 40,

O e ot S —
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Dlllard High School (cont.)
This misunderstanding resulted in overpayments madc to these four (4) individuals

lotalmg approximately $7,082.  Approximately $2,729 of these overpayments

represents funds attributable to lunch/breaks that were never deducted for the hours

input. (See Observation 19)

Our review of the time sheet for these individuals revealed some items which defied

explanation:

a. The school input and the Principal approved one individual for work totaling
24 straight hours on December 31, 2002.

h. Many of the individuals appeared to work a night shift that would contmue
through the next day’s schedule, providing for 16 to 18 hours of work.

¢. One of the individual’s performing this security work during the fall of 2002,
was also the head football coach at the school. With the responsibilities
associated with head coaching, and thc job responsibilities that should be
required for the securily work, we question what job responsibilitics were
conductcd at what time.

d. We question the ability of these persons to stay alert or to actually have
performed the duties required after working such long hours, on a daily basis.

3. We asked the Project Manager for the Facilitics and Construction Management
Division for a job description lor the duties and functions of this job, and to datc have
never received this information. When we examined the current job deseriptions of a
sccurity specialist for the District, we noted that these is a requirement for at least two
(2) vears of police work and/or experience. We questioned how the school’s facilities
scrvicepersons “qualified” to perform the functions of the job. One of the school’s
facility servicepersons has received approximately $2,470 for this project.

4. The Facilities and Construction Management Division has placed the burden for the
payment of these individuals on the schools. The monies expended by the school are
reimbursed by Capital Projects through a budget transfer. [t did not appear as if the
Project Manager, or anyone {rom the Capital Projects area monitored or reviewed the
hours that werce being claimed for the project to determince the accuracy of the hours
claimed. In speaking with Facilities and Construction Management Division they
stated that “the Project Managers are busy overseeing projects,” and they
could/should not be responsible for mistakes that we were finding.  Our office
attempted to explain that without proper review, the overpayments made and
reimbursed by Capital Projects would not have been found, and thc monics would
have been lost to the District.

[t

Flanagan Iligh School

During our review of the records at the school, a memo was provided to our department
which outlined certain schedules for sccurity coverage that was to be provided by the
security personnel at the school. When we compared this schedule o the actual time paid
to these porsons we noted that one security specialist was shown as covering a bus lot
from 6:45 AM to 3:15 PM. There was no indication on the memo that this was not this
individual’s normal tour of duty.

ey ——
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Flanagan High School (cont.}

When we began to look at the individual’s overtime sheets, we noled that there were
several instances that the school was paying for, that would have represented “double-
dipping.” After we noted this “double-dipping” we contacted school ollicials who stated
that this memo was not valid and that a subsequent memo was issued. We requested a
copy ol this subsequent memo, and noted that this memo was dated on the same day as
the memo presented to our department originally. We could not determine which memo
was valid or what time this person was expected to work, and what time was actually
worked. The school administration responded by stating that the individual was paid for
only the time workcd, regardless of what was contained in the memos. Our department
stated that with two conflicting memos we could not determine when or what this
individual should have worked or should have been paid for working.

Technical Centers

We noted when we reviewed payroll records for Technical Centers that they have been
allorded the opportunity to “lump-sum” overtime hours for their employees. For
example, instead of listing cvery day worked and the total of hours worked, the Centers
can put in a total for the number of hours worked. This “lump-sum” method greatly
reduces the payroll processors time expended in inputting information into SAP/R3 HR
Payroll Application, but docs not allow an audit trail to be established in SAP/R3 Payroll
Module, since the days actually worked and the hours worked are not input. We found
that other schools and locations have not been afforded this same option.

In addition to the sites specifically noted above, we found several processes that also
need to be specifically mentioned:

Pre-Approval of Overtime Hours

We visited a number of sites for which Pre-Approval of Overtime were not available and
actually required the heads ol thesc locations to create documents for compliance with
the requirements of School Board Policy 4300.1. For example, Administrative Site
Operations contained a number of individuals who received overtime, but for whom no
pre-approval of overtime was preparcd. It would seem impractical to attempl to
anticipate the amount of overtime needed for a Board meeting or a Boundary meeting.
Al Dave Thomas Fducation Center, we found that the Principal oversees several different
sites, and that when an emergency arises, the head facilities serviceperson responds and
does what is nccessary to rectify the problem. How does this receive prior approval?

Segregation of Duties
We visited a number of sites for which the overtime for individuals that we were

reviewing was also the individual responsible for inputting these hours. We realize that
for many schools and departments very few persons have the ability or the resources to
tackle the payroll or do all that is nceessary to ensure that the locations employees arc
paid correctly. But without segregation of duties, the potential for the payroll processor
to alter records is clearly a weakness that should be addressed. We are also concerned
with what departments with one “clerical” staft’ member should do, since this one staff
member not only puts in every other persons overtime, but also their own.

e
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Calculation of Overtime
Whilc comparing many of the locations documented overtime hours to the hours that

were paid we found a number of differences and we attempted to determine the cause of
these dilferences. In some of the cases we found that it was simply an error, but in a
large number of instances wc noted that SAP/R3 HR Payroll Application was
programmed Lo determine overtime paymenis on a weekly basis for Job 1. As we
previously mentioned, SAP/R3 HR Payroll Application is set to a default for “workweek™
as Monday — Sunday, cxcept for Maintenance/Custodial personnel. Since the District’s
pay periods do not necessarily run Monday — Sunday, the system “banks™ hours and pays
them at regular ratcs until such time as all time for the weck (Monday — Sunday) is
entered. Once entered, the system determincs the overtime payment due, if any, and pays
on the proceeding check, and is shown as a “Difference from Pre.”

To better understand this “banking” of hours lets review John Doe’s work schedute. ‘The
schedule below represents three (3) weeks of John Does work for the District.  John
Doc’s pay period for this period is Wednesday the 3" to Tuesday the 6™, The top ligure
in this calendar represents John Doe’s regular Job - 1 hours, (Reg.) and the bottom figure
(shown in italics) represents additional hours worked in John Doe’s Job — 1.

Monday Tuesday | Wednesday | Thursday Friday | Saturday [ Sunday

1 2 i 4 5 6 7
7.5 Reg 7.5 Reg 7.5 Reg Holiday 7.5 Reg
2howrs | 2 hours 3 hours 2 hours

8 9 10 I 12 13 14
7.5 Reg 7.5 Reg 7.5 Reg 7.5 Reg 7.5 Reg
3 hours 2.5 hours | 2.5 howrs | 2.5 howrs 2 hours o

15 1o 17 18 19 20 21

7.5 Reg 7.5 Reg 7.5 Reg 7.5 Reg 7.5 Reg
2 hours 2 hours | 2.3 hours 4 hours 3 hours

For the paycheck that John Doc received covering the 1™ and 2" days, he did not receive
any overtime payments for the additional hours worked, since the week of the 1* was not
completed. After the week of the 1 was completed and the time that John Doe workced
was input, SAP/R3 HR Payroll Application would have automatically determined
whether the additional time worked on the 1% or 2™ was overtime, and then paid any
additional sums owed on his next check, and it would have been labeled as “Difference
[rom Pre.” (NOTE: This automatic calculation is only for additional hours worked on
Job -1, if the hours were worked as part of a different job, the payroll processor must
make a determination of whether the hours worked qualily as overtime)

For the paycheck that John Doc received for the pay period covering Wednesday the 3
through the Tuesday the 16", SAP/R3 HR Payroll Application will calculate the overtime
John Doe is due for the week of the 8" — 12", but again, only if the overtime is incurred
in Job — 1.

A
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Calculation of Overtime (cont.)

As John Doe completes the pay period that encompasses the 15™ and 16", SAP/R3 HR
Payroll Application will pay straight time for the additional hours worked, if related to
Job — 1, and then once the week is completed, it will determine whether the 15™ and 16"
should have been paid as overtime, and then pay John Doe any monics due on the next
paycheck, again labeled as a “Difference from Pre.”

The additional hours noted for the 1%, 2™ . 15" and 16" are the “banked” hours we
mentioned earlier. The system then uses these “banked™ hours to [ulfill the required time
for 40 hours, and then uses the “unbanked” hours to determine the hours paid at time and
one-half. (NOTE: SAP/R3 HR Payroll Application appears to use a method similar to

FIFO — First In, First Out.)

7

Our department had a tremendous amount of problems in trying to determine the
existence of any audit trail and whether hours were being properly reported and paid. We
can not imagine that the majorily of payroll processors in the District have the amount of
time necessary or the understanding of these “banked™ hours to properly determine
whether the payments being made are correct, and to have the ability to explain the
“Differences from Pre.” on thesc individuals paychecks.

Communication of Hours Worked

As we have peinted out in this report, there are many individuals who work additional
jobs throughout the District. For thosc individuals who work at more than one location,
we found that the secondary locations do not normally contact the primary location to
dctermine whether the individual has worked their normal schedule before attempting to
determine whether the additional hours worked should be considered to be OTS or OTP.
We can not understand how any decision can be reached without this communication.
For those instances in which there may have been some communication, therc is no
documentation to support what one location has mlormed another. Again, with this lack
of communication and documecntation the payroll system has the poiential to allow
overpayments for these persons. The recent Emst & Young LLP., Report on SAP/R3 HR
Payroll Application outlined their belief thal il thc payroll processors could see all the
time that has been input for individuals that this may help alleviate some ol the contfusion
that the sccondary locations are experiencing.

Military Leave

During our site visits we encountered two individuals who were called to active duty, and
who returned to the District, only to be informed that they had been vverpaid, in cxcess of
$6,000 and $9.000, respectively. When we questioned Personnel Records regarding the
calculation of overpayments, they insisted that the entire amount of money received by
these persons was considered to be their “hase military pay.” School Board Policy 4408,
states that the District will pay persons in the military the difference between their salary,
and the amounts they received as “base military pay.” As we examined the pay stubs that
Personnc! Records received for one of these individuals, we noted that several stipends or
allowance were included in the servicepersons pay, including housing allowance, married
service persons ete.

s s —
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Military Leave (cont.)

When we contacted the military branch for one of the individuals, we were informed that
these stipends or allowances should not have been included as “base military pay™ since
they fluctuated and depended on the individuals, base assignment cte.  If these
overpayments were recalculated to exclude the stipends or allowances the amounts
overpaid decreased dramatically. Personnel Records insists that the intention of the
Policy is that all the pay received should be considered, and while we are not positive that
this was the intention, this is not currently what the policy states.

Remuncration Statement

For many of the errors that are found, and by trying to determine the existence of an
error, it requires that you review a copy of the remuneration statement on SAP/R3 HR
Payroll Application. What we have found, and what has been communicated to our
department, is that there are several instances in which the remuneration statement and
information included on it, such as hours worked, overtime, vacation, etc., as shown in
SAP/R3 IR Payroll Application, is not always the same information that may have been
printed on the actual check that the person reccived. If these two items do not agree, how
can we expect any review lo take place?

RECOMMENDATIONS

Many of the items shown above have been addressed elsewhcrc in this report, and require

no further recommendations, or are observations which are inherent in the SAP/R3 1IR

Payroll Application systcm. Below are several recommendations which we feel must be

addressed in order to assist the District in processing payrolls:

e Although the need for overtime to be pre-approved and in writing is evident in both
practical applications and the FLSA, the new policy that is recommended must
provide the ability for emergency/unplanned overtime and allow administration to
create the necessary forms or guidclines to approve this time, as needed.

s Facilities and Construction Management Division must begin to review the hours that
they are being billed for this typc of sccurity to ensure that Capital is not paying more
than it should be.

e We commend the Facilitics and Construction Management Division lor finding
alternative means of providing security to school sites that result in savings to the
District. At the same time we recommend that the persons performing these jobs and
the responsibilitics asked of this job are clearly documented. These items must be
presented prior to any new projects utilizing the services of school personnel to
perform these functions. In addition, the Project Managers must be able to document
that they have visited the job sites and monitored the performance of the individuals
performing these functions.

e
The School Board of Broward County, Florida 72 The Office of Management/Facility Audits



“Review of the Payroll Processes, Overtime and the SAP/R3 HR Payroll Application” April 2003
I e e

RECOMMENDATIONS (cont.)

e The Principal of Dillard High School must seek reimbursement of $4,353 from the
four (4) individuals. We have contacted the Director of the Accounting Department
and we were told that these funds due back to the School Board can be considered to
be obligations, just as overpayments have been treated, and can be deducted from
these persons checks until the amounts are repaid.  Since these four individuals are
bargaining unit employees processes which arc in place to collect overpaid funds
must be followed.

e  We recommend the Director ol Systems/SAP Support Center meet with the Director
of the Accounting Department and the Principals of the Technical Centers and discuss
the use of “lump-sum” overtime entrics. 1t should be noted that the Office of
Management/Facility Audits does not condone nor support the usc of this “lump-
sum” method for posting hours. But, if it is determined that this process will continue
to he used, we do not see how this process can not be used by all sites. As we stated,
the use ol this “lump-sum’ posting eases the burden of payroll processors, but hinders
the ability of anyone to determine the days and hours that we are paying for, and may
hinder legal questions that may arise regarding actual dates and hours worked.

e We recommend that the Supervisor of Personnel Records meet with the Ollicc of
General Counsel and determine the correct amount that should be using for the term
“hase military pay.” Until such time as this is determined, we recommend that no
collection activity be started on any persons involved in active military duty. During
these times, the understanding and application of this policy is a pressing need of the
District.

ADMINISTRATIVE RESPONSE-Deputy Superintecndent

The Facilitics and Construction Management Division will work with Capital Projects
and Management Audits departments to identify monitoring and/or review process for
security hours being claimed on a project. An additional component of this process
development will be to develop guidelines for the duties and functions for the on-site
construction security job. This process will be defined in writing not later than July 18,
2003,

Upon completion of the process development, the Facilittes and Construction
Management Division will provide a workshop to all project managers on the new
process, including School Board Policy 4300.1, Overtime Pay Non-lnstructional
Emplovees and related Standard Practice Bulletin(s). The training will oceur not later
than August 29, 2003,

ADMINISTRATIVE RESPONSE- Principal, Dillard High School

I have discussed audit findings with the school’s Project Manager, the school’s Sceurity
and Custodial stafts and noted the possible implications the report may invelve. |
explained that even though the scrvices they provided the District resulted in cost
savings, any payment(s) of OTP deemed illegal will have to be reimbursed.

B e e e
The School Board of Broward Counly, Florida 73 The Oftice of Management/Facility Audits



“Review of the Payroil Processes, Overtime and the SAP/R3 HR Payroll Application” April 2003
W

ADMINISTRATIVE RESPONSE-Director of the Systems/SAP Support Center

As stated above, the SAP/R3 HR Payroll Application can be structured to accept daily
time entry, lump-sum time entry or, within limitations, a combination of both. The
desired data input strategy needs to be cstablished by the business process owners. After
which, adjustments to the computer program that may be needed can be made by the SAP
Support Center. The Office of Management/ Facility Audits should also be involved
determining the appropriatc business processes for time entry. In Obscrvation # 11 they
arc reccommending that additional personnel, to the cost of nearly $7.0 million, be
provided to each location to continue daily time entry. llere, as part of the Site Visit
Observations, when addressing lump-sum time entry, (hey state that they “do not see how
this process can not be used by all sites.” It is important that their position be made
clearer before business process changes are considered.

FOLLOW-UP RESPONSE FROM THE OFFICE OF MANAGEMENT/
FACILITY AUDITS
(The $7.0 million dollar figurc referred to in the Director’s response, is from a previous
version of this report.)

The Officc of Management/Facility Audits is an independent appraisal function
cstablished within the District o examine and evaluate its activities as a service 1o the
District. We cannot perform such activities such as management functions and decision
making that may presume to impair the Department’s objectivity. Our office would be
available to perform in an advisory function, but the decisions and processes adopted
must be madc by Management.

ADMINISTRATIVE RESPONSE-Supervisor Payroll Records
The response from the Supervisor Payroll Records was included in the response received
from the Associate Superintendent of Human Resources.

Personnel Records indicated that the entire amount of money received by thesc persons
was considered 1o be the “military pay”. The memo sent to one individual was incorrect
it should have read “military pay” instead of “military basc pay”.

School Board Policy 4408, states, “Ilowever, the Board may supplement the military pay
of its employees who are rescrvists called to active military service in the amount
neccssary to bring their total salary, inclusive of their base military pay, to the level
earned at the time they were called to active military duty.

On Fcbruary 26, 2003, the Director of Employce Relations and the Supervisor of
Pcrsonnel Records met with Mr. Marko and Marilyn Batista of the Office of General
Counsel. The purpose of that meeting was to seek legal interpretation of School Board
Policy 4408 and the Resolution in Support ol The United States Military Reserve Iorces.
A summary of Mr. Marko’s comments is as follow:

A resolution does not supersede Board Policy. Tf there is a difference in the language the
Board Policy stands.
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ADMINISTRATIVE RESPONSE-Supervisor Payroll Records (cont.)

School Board employees called to active duty will receive both their School Board pay
and military pay for the first 30 days of active duty.

After the initial 30 days, the employee will receive a supplemental amount necessary to
bring their total salary to the level carned at the time they were called to active military
duty.

FOLLOW-UP RESPONSE BY THE OFFICE OF MANAGEMENT/FACILITY
AUDITS

The Review questions the usc of the term “base Military Pay” which is included in the
resolution and School Board Policy versus the usc of “total Military Pay™ which was used
by the Personnel Records Department lor calculating overpayments made to the military
personnel that werc called to active duty. In speaking with representatives of scveral
municipalities who have also passed similar resolutions, they have used the term “base”
military pay as the salary that the enlisted reccives for duty, but they have stated that the
term “base™ does not include “supplements” that the enlisted may be rcceiving such as
hazardous pay, off-site lving quarters etc. These municipalities have stated that they
have not included these supplements when computing individuals “base™ military
compensation,

We belicve the situation is analogous to a leachers “base” salary which is reflected on the
approved payroll schedule and the total compensation paid to a particular instructor
which not only includes their “‘base” pay. but possible supplements for coachng,
department head, cafeteria monitors, extended day, efc.

The Office of Management/Facility Audits recommended that the meeting with Legal

Council take placc to cstablish definitions for the term “base™ military pay versus “total”
military pay, not whether a Board resolution supercedes a School Board Policy.
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The Office of Management/Facility Audits contracted with a law firm from New York
who specializes in Fair Labor Standard Act (FLSA) cases to offer their legal expertise on
the lollowing scenarios. We formulate these scenarios after our site visits.

The following section outlines the scenarios that we outlined for the law lirm, and a
synopsis of what the firm'’s expert opinion was on each of them.

1.

A tcacher (or other exempt position) voluntarily applies for a second job within the
District. This second job is covered under FLSA rules. At what point, if any, would
the teacher (or other exempt position) begin to receive overtime rates? At what rate
would the overtime be calculated? Would a blended rate apply?

ATTORNEY'S RESPONSE:

The regulations covering “‘white collur™ exemptions, the administration, executive
and professional exemptions, have what is known as a “long test” and a “short test.”
The Iong test is for employees paid on a salary basis less than 8250 per week. 1he
short test covers employees paid on a salary basis more than $250 per week.

Under the long test for professional exemption, which is the exemption covering
teachers (29 C.F.R. Subsection 541.309);

“Iime spent in nonexempt work, that is work which is not an essential part of and
necessarily incident to the exempt work, is limited to 20 percent of the time
worked by that emplovee in the workweek”

Work that has been held to be non-exempt for teachers include bus driving, custodial
work, kevpunch operator, secretarial work, and security work ...

In addition, two opinion letters from the Department of Labor, one dated April 10,
1967 and the other dated January 7, 1969 which outline the above exemption
covering teachers,

An employee covered under the FLSA, voluntarily accepts a second job within the
District. This sccond job is not similar in function or job responsibilities. In some
instances a pay scale has been established for this sccond position, and in other
instances no pay scale exists. Where the pay scale exists, at what rate must the
worked be compensated for overtime? Does a blended rate apply? If no pay scalc
exists, can one be created for the job, sincc the functions are different? If no pay
scale cxists, than are we required to pay the prevailing wage from the persons primary
jobh?

e
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ATTORNEY’S RESPONSE: (for question #2)
If no separate rate is established prior o work being performed, the overtime rate
would simply be one and one-half times the established regular rate for the employee.
If a separate rate for the second job is established prior to the work, then there are
two methods that can be applied to compute the overtime rate.

The first is 29 C.F.R. Subsection 778.115:

Where an employee in a single workweek works at two or more different fypes of
work for which different non-overtime rates of pay (of not less than the applicable
minimum wage) have been established, his regular rate for thar week is the
weighted average of such rates. That is, his total earnings (excepl statulory
exclusions) are computed to include his compensation during the workweek from
all such rates, and are then divided by the total number of hours worked at all
Jobs...

The second potentially applicable regulation is 29 C.F.R. Subsection 778.419:

Under section 7(g)(2} fof the Fair Labor Standards Act] an employee who
performs rwo or more different kinds of work, for which different straight time
hourly rates are established, may agree with his emplover in advance of the
performance of the work that he will be paid during overtime hours at a rate not
less than one and one-half limes the nonovertime vate established for the fvpe of
work he is performing during such overtime hours ...

It is unclear whether this can be applied fo the situation presented by your question
because the emplovee (in Scenario 1) will not be emploved at two hourly rates, but at
a salurv and an hourly rate.. Since its application is unclear, the safer course would
he tn use the blended rate methodology ...

3. An cmployee who is covered under FLSA accepls and works other assignments
throughout the District, after their normal tour of duty, and on weekends and
holidays. When the assigned johs are scheduled for more than four (4) hours, is a
lunch required?

ATTORNEY’S RESPONSE:
The Fair Labor Standards Act does not mandate meal periods for any employee. The
FLSA only covers pay for work.

Based upon this response, the Office of Management/Facility Audits contacted the U.S.
Department of Labor.
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4. For employees covered under FLSA, are so called wage augments, ic Longevity
required to be included in calculating regular rate for overtime wages? What if these
Longevity payments arc madc as an award for service? Section 29 Chapter 8, defines
rcgular rate and states that it does not include...thc amounts of which are not
measured or dependent on hours worked, production, or efficiency...” In our District
clerical persons are awarded longevity for years of service, and the subsequent
payments made, do not and are not ticd into the hours worked.

ATTORNEY'S RESPONSE:

Under 207(e)(3), “sums paid in recognition of services performed during a given
period are excluded from the regular rate only if either both the fact that payment is
to be made and the amount of the payment are determined at the sole discretion of the
employer at or near the end of the period and not pursuant to any prior conlraci,
agreement, or promise causing the employee to expect such payment regularly.” It is
very clearly established in the law that fixed longevity pavments, that is, payments the
emplover has agreed to pay once certain length of service requirements are fulfilled,
must be in included in the regular rate. If the longevity paviments are required to be
made as part of the employee’s compensation for working, they must be included in
the regular rate for overtime purposes. 1he fact that payments are not tied fo
particular hours worked is not relevant.

5. If an employee covercd under FLSA, elects to work through their lunch, and it was
unknown to the supervisor and was not approved, is the employer required to pay this
employee for this time? If the answer is in the affirmative, what steps can an
cmployer take to prevent the employee from working through their lunch period to
receive more pay?

ATTORNEY'S RESPONSE:
All work that is suffered or permitted is work time that must be counted. Suffered or
permitied means that the employer knows or has reason (o believe that the employee
is continuing to work. The rule is applicable to work performed away from the
premises or the job site, even at home.

Even if the work was not approved in advance as required by written policy. if the
supervisor had reason to believe the emplovee was working through lunch, the

emplovee must be paid.

If the supervisor had no reason to know the employee was working through lunch, but
only found out after the fact, the emplovee need not be paid.
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ATTORNEY’S RESPONSE: (for question #3)

To prevent emplovees from performing unauthorized overtime work, the employer
should clearly communicate to emplovees that overtime may be worked only with
prior authorization of a supervisor AND that employees who work unauthorized
overtime, not only will not be paid, but are subject to discipline. One means of
making clear to employees that unauthorized overtime may not be worked is to
present the policy clearly in writing to employces and have them sign an
acknowledgement of the existence of the policy ...

6. If an cmployce covered under FLSA, requests overlime, and prior to receiving
approval for this overtime works the additional hours, and then receives a rejection
for overtime by the administrator, at what rate must the hours be compensated? What
if these additional hours exceeded the forty-hour work week?  What steps are
available to the administrator to take Lo cnsure that employees are unable to work this
overtime and be compensated for it, prior to approval? (There arc many split work
locations that administrators in this District arc expected to Supervise, and it would be
impossible to be at every location all the time)

ATTORNEY’'S RESPONSE:
See the response for question #3.

7. Can a Federal or State Grant state that no overtime rates will apply for persons,
covered under FLSA, who work or under funding from these Grants? Isn’t it true that
no contract or cven grant can contain language which violates FLSA and have that
scction enforced?

ATTORNEY’S RESPONSE:
The FLSA takes precedence over any state law, and certainly over language in a state
grant. If overiime is owed to an employee under the rules of FLSA. overtime must be
paid.

I suggest that language that gives rise to vour guestion perhaps is included by the
grantors to convey that the grantors do not want to fund employees working overtime
rates, perhaps as a means of preserving or extending the coverage of the grant assets.
This is not the same as overriding the provisions of the FLSA. Even if the grantor
refuses to pay overtime rates, the employer of the emplovee will still be responsible
for compensating FLSA overtime worked by the employees, if the employer knew or
had reason to believe that overtime was being worked.
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& 1f an employer is found to have violated certain provisions of the FLSA, can
compensatory time be given to employees instead of a monetary scttlement?

ATTORNEY’S RESPONSE:
Pursuant to 20 US.C. Subsection 207(0), the FLSA allows public employers to
compensate employees with compensatory time for overtime obligations only if there
is an agreement arrvived at between the employee and the employer prior to the
performance of the work... The regulations provide that not only must the agreement
be reached prior to the performance of the work but that a record of its existence
must be kept ...

9. In looking over the law under the FLSA it talks frequently about the 40 hour
threshold, but it really never states how that 40 hours is to be calculated. In the
school district we have many persons who work at more than onc location a day. The
question is for the caleulation of the 40 hours, is it a daily calculation or can we pick
from which job, the person must work 40 hours before paying overtime? It may be
easier to illustrate:

Monday Tuesday Wednesday Thursday Friday
Job 1 8 8 8 8 8
Job 2 4 ) 4 4 4 4
l'otal 12 12 12 12 12

The way the school district fooks at this, is the person worked 40 hours in their Job 1,
which is normally their higher paying position. The overtime would be paid on Job 2.
The question was raised, if the 40 hours was based upon cumulative, then the actual
overtime calculation should be :

Job 1 8 hours
Job 2 6 hours

Is there any case law on this? What is your opinion? The District pays in this manner, as
diffcrent budgets are charged for different work. For example Job 1 may be at XY7.
school from 9 — 5 daily, but Job 2 is at ABC School and from 6 10 at night.

ATTORNEY’S RESPONSE:
The answer to this question is found in the answers fo questions 1 and 2 above...In
your example, this would be obtained by dividing total straight time compensation
paid by 60 hours. The employee would be owed additional overtime compensation of
one-half this weighted regular rate multiplied by 20 overtime hours.
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ATTORNEY’S RESPONSE: (for question #9)
The Department of Labor has previously determined that an employer in that inquiry
could not pay overtime only on the hours worked in the second job because the
emplover “does not pay premium pay for overtime hours on other than a 40-hour
workweek basis.” [ assume that vou are in the same position as the emplover in the
letter and only pay overtime for hours worked over 40 in a workweek and not § in a

day...

In other words, in your example, 40 hours would be reached after 4 hours of the first
job worked on Thursday. After that the emplovee works 12 howrs of overtime on Job
1, and 8 hours of overtime on Job 2. You would pay 12 hours of overtime based on
the regular rate of job I and 8 hours based on the rate for jobs 2.

If vou have a policy of payving overtime for hours worked over 8 in a day, vou could
make an agreement that paid overtime only for the hours worked in the second job, us
the emplovee wished to do in the opinion letter. Clearly that would be the most cost
advantageous to the employver but would only be consistent with the Department of
Labor’s view of the law if vou had a preexisting policy of paying premium overtime
rates for hours worked over 8 in a day.
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Above table outlines payments made to the top 23 job classes reported.
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EXHIBIT I

A PAYMENTS TOTAL | % OF TOTAL

JOB DESCRIPFION T 1999-2000 - PAYMENTS .| PAYMENTS
Bus Operator - 11ips 1506001 § 734 895 | % T20980 | § 1,475,875 10%
Facilitics Scrvice Person 320498) $ 718,447 | $ 722,780 | § 1,441,235 10%
Bus Operator 1505221 % 501,681 | % 891,799 | $ 1,393 479 10%
MNon Instructional - Afler Care Worker [1 Q01054] 517415 % 8274421 % 1,344,857 Yo
Clerical Class - Addl Pos 760233] § 445,383 | $ 577,365 | & 1,022,748 %
Custodial - Addl Position 7605923| § 405453 | % 4708551 % 876,308 6%
Bus Trainee T4I01H] & 511,194 | § 276,017 | § 787,210 3%
Office Manager 1 - Conf. (El & Md.) 100540] $ I77R25 1 % 394956 1 % 772,781 5%
After School Child Care Worker ] GlO00s| 2629131 % 302773 | § 685,087 5%
HD Facilities Serviceperson - High/Voc. T00504] $ 2498321 % 263,798 | ¥ 513,630 4%
HI} Fac. Svp Gr. & Ms. Re -Elementary 700510] § 252740 | % 213,772 | § 466,512 %4
Reliel Bus Operator 150525] & 210,310 | & 248022 |1 § 458,332 I
Bus Operator- Trans. Spec. 1505231 % 194975 | % 2352831 % 430,258 3%
Bus Allendant LRODGDY § 127,226 | § 269929 |1 % 367,155 %
Security Specialist 480910] § 208,019 1 % 182,556 | % 390575 3%
Clerical After Care - Addl Pos. 760240] $ 1723800 % 1899151 % 362,296 2%
HD Facilities Serviceperson - Elem. 700502 $ 156,529 | § 134,353 | § 290,883 2%
Clerk Spec. 1V (County) 2502251 % 155,198 | & 118,942 | % 274,140 2%
School Site Repairperson 320443 % I28.930 | § 127,328 { % 256,259 2%
HD Fac. Svp Gr. & Ms. Re - Md. 7005111 $ 119,506 | $ 121,811 1 % 241,417 2%
General Clerk 11-School Bused 020220] % 117,239 | § 1en19 | % 236,258 2%
2[Office Manager I1 - Conf, (HS & Voc.) 100545 $ 101,549 | § 113,798 | § 225,347 2%
Asst. HD Fac. SVP. Md/Exch 700506 105,535 | § 118289 | % 223,824 2%

Telal b 6,835,174 § 7,731,891 § 14,567,066
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Indicates that the school/location
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Administrative Sitc Operations
Alliance of Quality Schools- A
Atlantic Technical Center
Boyd Anderson High School
Coconut Creck Elementary School |ASC-[1]
Cooper City High School FAC-[2}
Coral Springs Community School
Crystal Lake Community Schoeol JOB -[3]
Cypress Bay High School
Dave Thomas [ducation Center
Dillard High School
Ely High School
Flanagan High School (4]
Hallandaic Adult
Hollywood Hills High School
Lauderhill Middle School
Lloyd Estates Flementary School  |ASC-[1]
Lockhart Operations
Mail Scrvices
McFatter Technical Center - A
MecNicol Middle School
Multi-cultural Deparetment - A
North Andrews Gardens Elementary
Plantation High School
Pupil Transportation-Administration

EXHIBIT 11
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Pupil Transportation - Terminals
Sheridan Technical Center
Silver Lakes Middle School
Stoncman Douglas High School
Tequesta Trace Middle School
Village Elemcentary School
Whispering Pincs

ASC - [1} Al workers reviewed were Afterschool Care Workers-Whoxe overtime is neither in writing or pre-approved.
FAC- [2] Some af the overfime hovurs were in writing and preapproved, others were related to the rental of the school,
JOB-J3] Most of the overtime reviewed at this lecation was related to Job-2's and 3's. Overtime related to Job-1

was preapproved and in wrifing.

[4} Tweo competing wemos, both dated 8/27, have nor affowed us o make a determination on compliance.

JA} In these instances it does not appear that the overtime pavments ealculnted by the system were correct,

We are working with staff to determine the causes or mis-calenlution for these locations,
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