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MARCH 17, 2003

IFS PAYROLL

You asked if the issue of employees having a liability to the state for one week of
pay caused by the transition to the IFS payroll system has previously been addressed. We
have not addressed this issue in our audits. However, I have attached documentation
explaining the transition. Essentially, when implementing the new payroll system in
March 1999 there was an overlap of one week that was covered under both the old and
new systems. It appears an administrative decision was made to allow for the overlap so
state employees would receive their paycheck on the regularly scheduled payday, and not
have to wait an extra week to get paid in accordance with the new reporting period.
However, employees did not receive an “extra” paycheck or additional cash as a result of
this transition. It merely allowed for employees to continue to be paid bi-weekly. Since
we have not specifically addressed this issue I am unable to provide more information on
how this decision was reached.

We were able to access the State’s accounting system and identify the amount
initially recorded to track the receivable in March 1999, and the current amount owed as
of March 13, 2003. The records indicate when the transition occurred in 1999 employees
owed the state about $9.2 million because of the one-week overlap. By March 13, 2003,
the amount recorded had dropped to about $6.2 million. Repayment is made by
employees upon termination, retirement, or transfer to an agency on a separate payroll

system.

(NSPO Rev. 12:02)
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IES
RECEIVABLE CREATED BY PAYROLL SYSTEM CONVERSION

LEGACY SYSTEM

The Legacy payroll system (i.e. the system used prior to IFS) issued its
final check for pay period 19 on Friday, March 19, 1999. This paycheck was for
the 2-week pay period beginning Saturday, February 27, 1999 and ending
Friday, March 12, 1999. The second week of this pay period (March 6 through
March 12, 1998) was referred to as the anticipated week because the time sheet
for this period'had not yet been submitted. Under the Legacy system, it was
“anticipated” that an employee had worked 40 hours during this week. Any
deviation from this “anticipated” hours worked was reported on a su.bsequent
time submission. Under the Legacy system, an embloyee received a paycheck

on the first Friday after the close of the “anticipated” week.

IFS SYSTEM

Under the IFS system, the pay period convention was established to begin
on a Monday and end on Sunday 14 days later. There is no anticipated week
under IFS. The payroll is based on actual time worked. Payday under [FS was

established as the 2™ Friday after the close of this 2-week period period.

TRANSITION

Based on these differing conventions, the transition from the Legacy

system to the IFS system posed a problem. Had the first IFS payroll started on
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RECEIVABLE CREATED BY PAYROLL SYSTEM CONVERSION

—1

Saturday March 13, 1999—the first day after the last l.egacy pay period—the pay
period would have extended to Sunday March 28, 1999. This would have
resulted in the first payday under IFS being April 9, 1999—three weeks after the
last Legacy payroll paid on March 19, 1999.

To avoid this 3-week delay, the first pay period under IFS was established
as March 6, 1999 through March 21, 1999. This resulted in the first IFS payday
occurring April 2, 1999—or two weeks after the last Legacy system payday.
Consequently, the normal bi-weekly paycheck cycle was continued. However,
this was only accomplished by paying each state employee for 7 days they had
already been paid for (i.e. March 6, 7, 8, 9, 10, 11, and 12) on their last Legacy
system check received on March 19, 1999.

As a result, each employee incurred a liability to the State for this
overpayment. The original liability was approximately $9.2 million. At March 13,
2003, this liability had been reduced to approximately $6.2 million.

These actions were communicated to each agency and employee in a
- series of Department of Personnel memoranda. A key excerpt from one of these
stated:

“As you may recall from the memorandum
dated March 15, 1999, compensation for the week of
March 6 through 12 was included in the last
paycheck from the old system (March 19) as well as
the first paycheck from the new system (April 2).

This was done to avoid an interruption in your
normal bi-weekly pay when the pay period was

adjusted to correspond with the reporting period.
The value of this week is noted in your payroll
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RECEIVABLE CREATED BY PAYROLL SYSTEM CONVERSION

records and will be offset against final payment upon
your termination, retirement, or transfer into a pay
center other than central payroll of the Department of

Transportation.
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DEPARTMENT OF PERSONNEL

209 E. Musser Street
Carson City, Nevada 897014204
(775} 68744050
MEMORANDUM |
TO: Al State Employees
FROM: Judy Holt, Administrative Services Officer
Department of Personnel _ \khl\.g

DATE: March 15, 1999

SUBJECT; ADDITIONAL INFORMATION
' PERSONNEL/PAYROLL SYSTEM

As you know, implementation of the REw personnel/payroll systam is underway. You began
using the new timeshest on March 6, 1999, The gext paycheck you receive, on April 2, 1999,
will be from the new System. '

'I“une and Attendance

A. Hours and Minutes

B e AL




employee’s avaijable leave balance is that which is reflected on the current paycheck.
If this leave amoun s exceeded, a leave without pay situation will resuit.

X Pay Period Adjustment

The old payroll System uses two different sets of dates for reporting and for pay. The Report
Period, which reflects leave taken ang premium pay due, is recorded o the BTA. The Repon
Period ends two weeks prior to pay day.  The Pay Pericd, which is the time for which the

schedulés to rup concurrently, In the new system, the report period and the pay period
Tepresent the same two-week period of timé which ends on the Sunday twelve days prior to
Payday, : : ‘

The dollar value of this week, normally forty hours, will be noted in each employee’s payroll
records and offset against fing] payment upon termination, retirement or transfer into a pay
_center other than Cenrral Payroll or NDOT. This value will not change over time. Each
employee will be notified of theijr dmount in a subsequent memorandum from Personnel.

be affected.
N—

PLEASE NOTE: DURING THIS TRANSITION, EMPLOYEES WrI.L, CONTINUE TO
BE PAID BI-WEEKLY FOR A TWO-WEEK PERIOD, THERE WILL NOT BE AN
“EXTRA” PAYCHECK FoR ANYONE. .

Hourly or “positive” Teporters and new employees hired after March 12, 1999, will not be

Please consider the above. informatjon caréﬁxlly and direct any questions to your agency
payq!qu Or personnel Tepresentative, Thank you for your conrinuqd support. :

JH:cp |
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KENNY GUINN : JEANNE GREENE
GUVERNOR . N ’ ACTING DIRECTC

STATE OF. NEVADA
DEPARTMENT OF PERSONNEL

MEMORANDUM

e,m‘,O.Lnr.; S MNMar . | ’
zr?tPLatV;‘ Livisdon
I p’—o‘j ce odeportmen

FROM:. JUDY HOLT, ADMINISTRATIVE SErvices QFF ICER
. DEPARTMENT OF PERSONNEL

TO:

DATE: APRIL 16, 1999
SUBJECT: F’AW’\’!JL!7 OVERLAP WEEK _

PAYROLL qg THE DEPARTMENT orF TRANSPDRTATION.

MARCH 12, 1999. As HAS STATED IN THE MEMORANDUM of MARCH 15, NEITHER YOugr
IONS NoOR YOUR COMPENSATION OVER THE TERM OF YOUR

STATE SeErRviICE WILL BE AFFECTED gy THIS ADJUSTMENT, AGAIN_, THIS VALUE WILL

'VALUE oF MARCH ¢, 1999 THROUGH MARCH 12, 1999 For

W . $c1—nt_:..a_.' voatacl week valiig

OWecl, Upon +eym thatien

IF YOU HAVE Any QUESTIONS gN THIS ISSUE, PLEASE CONTACT vaug AGENCY
PAYCLERK, | | ST

' AN, “THANKS' FOR YOUR suppor,
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STATE OF NEVADA
STATE WIDE RECEIPTS AND DISBURSEMENTS
PAYROLL SYSTEM

ACCOUNTING

ANTICIPATED PAY AS A CAUSE FOR QVERPAYMENT .

| ' The Payroll System provides for forty hours of aﬁticipatea pay
in each pay period. The actual time”worked during the ahticipated
week is reported the following pay period, and the‘forty_hours'of
anticipated pay is reversed. |

When an employee fails to work the full forty hours in the
anticipated week, there is a possibility of ovérpayment and nega-
tive pay 1is generated when the anticipated pay is reversed. For
employees who terminéte-during the anticipated weék,.the.amoﬁnt of
negative péy represents an overpayment..

A computer listing_of_all negative pay for the,fiscal:year
ending June 30, 1980, was examined as part of our audit procedures.
Qur examination_revealed that overpayments, which had not been
recovered exceeded $7,800 plﬁs the State's portion of the fetireﬁent"
contributions. Causes of these overpayménts_are as follows:

l. Sick or annual leave was reported for theA
anticipated pay week after the términated |
employee's annual leave balance had been paid.

2. An employee self-terminated in the antiéipatéd

~ pay week.

3. Reported exception time was converted to annual

-leave in a subsequent pay period, after the

annual leave balance had been paid.

2611 . | e 12414




STATE OF NEVADA
STATE WIDE RECEIPTS AND DISBURSEMENTS
PAYROLL SYSTEM

ACCOUNTING
{continued)

"ANTICIPATED PAY AS A CAUSE FOR OVERPAYMENT {(continued)

4.

An employee was dismissed during the anticipated
pay week.

An employee failed to work the anticipated pay
week, and negative pay was generated. The agency
entered the negative pay in the next pay period,
but it dropped out of the system as there was no
positive time for an offset. During the next pay
period, the employee was paid the erroneous
annual leave balance.

An employee went on leave without pay during the
anticipated pay week and then terminated.

An employee who was not eligible for sick leave
reported sick leave in the anticipated pay week
énd then resigned in the anticipated pay week.

An employee went on NIC disability during the
anticipated pay week and then terminated.
Employees terminated during the anticipated pay
week. Negative pay was not deducted in the sub-
sequent period when compensatory time or annual

leave balances were paid.

26.12

ppee 13 ‘gl‘/




STATE OF NEVADA
STATE WIDE RECEIPTS AND DISBURSEMENTS
PAYROLL SYSTEM

ACCOUNTING
{continued)

ANTICIPATED PAY AS A CAUSE FOR OVERPAYMENT (continued)

10. An employee failed to work during the anticipated
pay week and reported sick leave.in excess of
sick leave available for the anticipated week.
This overpayment was not deducted the next pay
period after the employee returned to work.

1l. An employee failed to work the anticipated pay
week and negative pay was generated., This was
not collected in the subsequent pay period.

12. The State's portion of retirement contributions
on overpayments has not been recovered.

RECOMMENDAT IONS

The Personnel Divigion:

l. Eliminate the anticipated pay from the
Payroll.System, or;

2. Require terminating employees to account
for the anticipated week prior to release
of the final warrant until anticipated pay
is eliminated from the system.

3. Continue intensive training of agency
payroll personnel to acquaint them with
problems related to the anticipated week
until anticipated pay is eliminated from

the system,

26.13
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