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OFFICE OF THE COUNCIL AUDITOR
Suite 200, St. James Building

October 17, 2000 Report No. 512
Executive Summary

Honorable Members of the City Council

City of Jacksonville

INTRODUCTION

Pursuant to Section 5.10 of the Charter of the City of Jacksonville and Chapter 102 of the
Jacksonville Municipal Code, we examined the activities of the Employee Benefits
Office of the City of Jacksonville and present this report thereon.

The Employee Benefits Office is an activity of the Risk Management Division for the
City of Jacksonville. The Office is responsible for the solicitation, evaluation, purchase,
communication, orientation, enrollment, premium collection, implementation, monitoring
and maintenance of all Employee Benefits programs. Participants in benefits programs
include al active employees of the City, the Jacksonville Housing Authority (JHA), the
Northeast Florida Regional Planning Council, the First Coast Workforce Development,
Inc., and their covered dependents. The programs may also cover City (and some State)
retired employees, former elected officials, Consolidated Omnibus Budget Reconciliation
Act (COBRA) participants, and associated covered dependents.

The Employee Benefits Office provides and manages the following benefits: group health
insurance, group employee and retiree term life insurance, group dental insurance, group
vision insurance, group legal activities, the Section 457 deferred compensation plan, State
and Federa statutory life benefits, flexible spending accounts, dependent life insurance,
hospital income insurance, pre-tax deductions, and Fraternal Order of Police (FOP)
heart/hypertension benefits.

STATEMENT OF OBJECTIVES

The objectives of the audit were as follows:

1. To determine if Group Health Insurance participants are eligible recipients and if the
premiums being paid to the providers are correct.

2. To determine if Group Life Insurance claims are being properly processed and
documented.

3. To determine if Deferred Compensation benefits are being properly processed and
documented.

4. To determine if the FOP Heart/Hypertension benefits are being properly processed
and documented.



5. Todetermineif manual payments received by Employee Benefits are being properly
processed and documented.

6. To determine the efficiency and effectiveness of the electronic enrollment process for
the benefits period beginning January 1, 2000.

STATEMENT OF SCOPE
The audit period of our examination was January 1, 1999 through December 31, 1999.

STATEMENT OF AUDITING STANDARDS

We conducted our audit in accordance with generally accepted government auditing
standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to afford areasonable basis for our judgements
and conclusions regarding the organization, program, activity, or function under audit.
This audit also included an assessment of applicable management controls and
compliance with requirements of laws and regulations when necessary to satisfy audit
objectives. We believe that our audit provides a reasonable basis for our conclusions.

AUDIT CONCLUSIONS

1. Based on our testing, the premiums paid to the heath insurance providers were
materialy correct; however, we could not determine if al of the group heath
insurance participants were eligible recipients because Employee Benefits does not
require documentation for all dependents.

2. It appears that life insurance claims are being properly processed, but are not being
properly documented for all claims.

3. Deferred Compensation benefits were properly processed and documented.

4. The FOP Heart/Hypertension benefits are being properly processed and documented,
however, we did note an internal control weakness in the area as stated later in the
report.

5. Manua Payments are not being properly processed and documented.

6. Numerous errors and problems, many of which were beyond the control of Employee
Benefits, negatively impacted the efficiency and effectiveness of the electronic

enrollment process.

In addition to the above audit conclusions, we noted numerous interna control
weaknesses at Employee Benefits which are stated later in the report.

Respectfully submitted,

Robert O. Johnson, CPA
Council Auditor



OFFICE OF THE COUNCIL AUDITOR
Suite 200, St. James Building

October 17, 2000 Report No. 512

Honorable Members of the City Council
City of Jacksonville

INTRODUCTION

Pursuant to Section 5.10 of the Charter of the Gfityacksonville and Chapter 102 of the
Jacksonville Municipal Code, we examined the aiéigi of the Employee Benefits
Office of the City of Jacksonville and present tl@port thereon.

The Employee Benefits Office is an activity of tResk Management Division for the
City of Jacksonville. The Office is responsible fbe solicitation, evaluation, purchase,
communication, orientation, enrollment, premiumecion, implementation, monitoring
and maintenance of all Employee Benefits programarticipants in benefits programs
include all active employees of the City, the Jackdlle Housing Authority (JHA), the
Northeast Florida Regional Planning Council, thestFCoast Workforce Development,
Inc., and their covered dependents. The programsatso cover City (and some State)
retired employees, former elected officials, Comsted Omnibus Budget Reconciliation
Act (COBRA) participants, and associated coverqueddents.

The Employee Benefits Office provides and manalgeddllowing benefits: group health
insurance, group employee and retiree term lifarersce, group dental insurance, group
vision insurance, group legal activities, the Secd57 deferred compensation plan, State
and Federal statutory life benefits, flexible spagdaccounts, dependent life insurance,
hospital income insurance, pre-tax deductions, Braternal Order of Police (FOP)
heart/hypertension benefits.

STATEMENT OF OBJECTIVES

The objectives of the audit were as follows:

1. To determine if Group Health Insurance participarts eligible recipients and if the
premiums being paid to the providers are correct.

2. To determine if Group Life Insurance claims arenbeproperly processed and
documented.

3. To determine if Deferred Compensation benefits ksimg properly processed and
documented.

4. To determine if the FOP Heart/Hypertension benefres being properly processed
and documented.



5. To determine if manual payments received by Empdyenefits are being properly
processed and documented.

6. To determine the efficiency and effectiveness efdalectronic enrollment process for
the benefits period beginning January 1, 2000.

STATEMENT OF SCOPE
The audit period of our examination was Januah999 through December 31, 1999.

STATEMENT OF METHODOL OGY

For each audit objective we used a specific metbatetermine the items we would test
for our audit period. All random samples were skelé using the Stats computer
program. In the testing of group health insurabegefits (audit objective 1) we first
selected two random months for testing. We obthihe eligibility lists for these two
months and randomly selected page numbers frontistisefor testing. We then took a
block sample of the third, fourth and fifth persdiséed on each page of the eligibility
list. In order to test terminations of group hedienefits we randomly selected two pay
periods from our audit period. For those two payiqis we obtained the list of
terminated employees. We then used a random saoiyéened from these two pay
periods for testing. For the testing of life irsoce benefits (audit objective 2), we
requested that all of the life insurance providgk@ us a list of all claims paid during
1999. From these lists, we took a random samplpeo$ons for testing. To test the
persons on waivers of premium for life insurancedbgés, we determined all of the
persons that were stated by Employee Benefits &g lm®vered under the waiver and
selected a random sample from these persons. staééerred compensation benefits
(audit objective 3) we randomly selected four payiqus during the audit period for
testing. We then pulled the files for these foay periods and judgmentally selected
every third person in the folders for testing, Io@gig with a random start. To test the
FOP heart/hypertension benefits (audit objectivavd)pulled a list of all of the FOP
heart/hypertension checks that were written duting audit period from the City's
FAMIS accounting system. We then pulled a randame of checks to test from the
total population of checks. To test manual payseateived by Employee Benefits
(audit objective 5), we first tested the individpairsons who make manual payments for
benefits. We selected a random sample of personsthe default payroll report for two
months (four pay periods). Due to findings in tarea, we judgmentally selected more
individuals making manual payments for testing fritv@ population of ledger cards. To
test manual payments made by the three outsideciagewe tested the same months as
those randomly selected for individual payments. debermine the effectiveness and
efficiency of the electronic enrollment process diauobjective 6), we asked the
Employee Benefits Office and the Information Tedbgy Division (ITD) to compile
information for us concerning the problems that evemcountered with the open
enrollment in 2000. We also compared the numbeoveitime hours from the 2000
electronic enroliment to those associated with1i#®@9 re-enrollment and the 1995 open
enrollment.




STATEMENT OF AUDITING STANDARDS

We conducted our audit in accordance with generatigepted government auditing
standards issued by the Comptroller General ofUhéed States. Those standards
require that we plan and perform the audit to affareasonable basis for our judgements
and conclusions regarding the organization, progractivity, or function under audit.
This audit also included an assessment of appécabbnagement controls and
compliance with requirements of laws and regulaiarmen necessary to satisfy audit
objectives. We believe that our audit providesasonable basis for our conclusions.

AUDIT CONCLUSIONS

1. Based on our testing, the premiums paid to thetthaakurance providers were
materially correct; however, we could not determihell of the group health
insurance participants were eligible recipientsalise Employee Benefits does not
require documentation for all dependents.

2. It appears that life insurance claims are beingp@nry processed, but are not being
properly documented for all claims.

3. Deferred Compensation benefits were properly psexkand documented.

4. The FOP Heart/Hypertension benefits are being plppeocessed and documented;
however, we did note an internal control weaknesthé area as stated later in the
report.

5. Manual Payments are not being properly processedlacumented.

6. Numerous errors and problems, many of which weyete the control of Employee
Benefits, negatively impacted the efficiency ande&fveness of the electronic
enrollment process.

In addition to the above audit conclusions, we dotamumerous internal control
weaknesses at Employee Benefits which are stateditethe report.

AUDIT OBJECTIVE #1

In order to determine if Group Health participamtsre eligible recipients and the
premiums being paid to providers were correct, @lected a sample of persons from the
eligibility list that supports each request for leagsurance provider for two randomly
selected months. Within our sample we verified the individuals were eligible to
receive the benefit by insuring that the personskea for or were retired from an
eligible employer, were a surviving dependent ofeligible individual or were covered
under COBRA. We also verified the reasonablenéssependents covered under the
individuals by examining birth dates for reasonabis. We examined last names and for
any that were not the same as the participant, wked the file to examine
documentation of eligibility as a dependent. Wsoakonfirmed with insurance
representatives that any dependent children overaipe of nineteen were eligible




dependents. In addition, we verified that the puambeing paid for the individual was
the correct amount.

We also tested a sample of terminated employeesrify that the terminated employees
were not included in the eligibility list for thergmium paid to the provider for that
period. In testing terminated employees we exathittee termination date per the
Employee Status Record (ESR) and compared it tddteewhen the benefits codes were
turned off to determine if the City paid premiuneybnd the termination date.

Our audit findings and recommendations for Objextit are as follows:

Finding #1

We tested 353 persons from the eligibility listsdetermine that the dependents covered
under the person had birth dates that were reakoriafe found one exception in which
the birth dates of the dependents were not reakom@alol there was no documentation
(birth certificates or adoption certificates) iretfile to explain the unreasonable dates.

Recommendation #1

We recommend that Employee Benefits establish pioes to document dependent
eligibility for all dependents. For this particulgerson, Employee Benefits should obtain
additional documentation to determine that the ddpats are eligible for coverage.

Auditee’s Response to Finding #1

The file addressed indicated that dependents hadséme last name as the employee;
however, the birth dates were different on sepaesllment documents completed in
different years. They were off by days of birtd ggars of birth on the documents. We
find that this occurs many times when the fathenmgletes a form for dependent children.
In this instance, the father was the divorced paanchildren living with their mother.
He chose to drop them off the plan because he alichave their birth certificates and
did not wish to obtain new ones from the BureaW¥itdl Statistics. The children were
already covered by the mother's insurance planhak not been city policy to require
employees who have been on the plans for many teatgomit proof of eligibility on a
spouse and/or children who have been covered, soewtfor 10 - 20 years. 1t is
impossible to require this during an open enrollindrecause of the volume of
enrollments, unless we detect a problem; however, will begin requesting the
information based on a random sampling of our papoh, as we discussed in our
meeting with the auditors.

Finding #2

We tested 353 persons from the eligibility listsdigtermine that the dependents had the
same last name as the employee, or had documeniatithe file verifying that the
children were eligible dependents. We found thglhteof the 353 (2.3%) persons (a total
of eleven dependents) had dependents with diffdasbhihames, but did not have proper
documentation of those dependents in the file.



Recommendation #2
We recommend that Employee Benefits request dociatiem from those persons to
verify their dependents, and in the future reqdesumentation for all dependents.

Auditee’s Response to Finding #2

Although we have requested documentation for seyeeas on dependents added to our
plans, some have been added without this docunm@mtaMany times, the dependents
were added to meet an enrollment deadline (pamtity) and the employee was to bring
in the documentation thereafter. Obviously thid dot always happen. We are now
holding up all enrollments on any dependents foronvhwe do not have valid
marriage/birth certificate(s) at the initial enroflent meeting. Newborn children _are
covered automatically for 30 days without paymdnpremium and although added at
birth, we do not collect a premium for them urtig end of the 30 days. This is a Florida
law.

Finding #3
We tested 33 terminated employees to determineldghgth of time between the

termination date per the ESR and the date that biesiefits codes were turned off. We
found that 3 of the 33 (9%) had a lag of at least pay period between termination and
turning off their benefits. One of those persoad h lag of 5 months. The total cost to
the City for paying unnecessary insurance premidonsthese three employees was
$989.12. If we were to project this total costaour population, we would have an
estimated total annual cost incurred of approxiitgsi8,934.72.

Recommendation #3

We recommend that the City modify its terminatiorogedures to notify Employee

Benefits immediately upon termination of an emplyeEmployee Benefits should be
included in the departments that receive a copthefESR to eliminate these lags. In
addition, Employee Benefits should adopt a stangewsdedure dictating how edit reports
(reports that show employee’s changes in statakjdimg termination) should be used to
notify the person responsible for reconciling aiffedences which may occur.

Auditee’s Response to Finding #3

The city payroll clerks are responsible for prowigithe Employee Benefits office with a
copy of the ESR or notice on a form designed byb#mefits office when an employee
terminates. Not all payroll clerks comply withghiequest; therefore, the benefits office
does not know when an employee terminates fronCitye Also, because our payroll
system is not a "real time" system, employees'ination dates are removed so the
employees' leave time can be paid to him/her, wlieigtis to an "on again" - "off again”
termination date in our payroll system. On occasithe department payroll clerk, City
payroll clerk, or a HR clerk will fail to put a terination date in the HR FNINF1 screen.
Employee Benefits personnel usually rely on tHmrmation to term benefits, but it is not
always possible. Sometimes these employees dbhawiup on an edit report until two to
four weeks later. This is beyond the control of Bmployee Benefits Office. The new
Oracle system should eliminate the above problemmaintaining an electronic ESR
online that should be viewed by all payroll/HR/bf#sepersonnel involved.




AUDIT OBJECTIVE #2

In order to determine if Group Life Insurance claimere being properly processed and
documented, we selected a sample from the popnlafidife insurance claims paid by
insurance providers during the year. We then emadhithe files for our sample for
evidence to support the claims. We verified that person that received the check was
the actual beneficiary by examining a copy of theet'’s license in the file or a certified
mail receipt with a signature. We also verifiecttithe file contained a copy of the
certified death certificate. In addition, we ved that the amount paid to the beneficiary
was correct.

We also selected a sample from the persons whexampt from paying life insurance
premiums due to disability. We examined the fikesn our sample to verify that there
was proper physician documentation (at least aantems January 1, 1997) of disability
or proof from the insurance provider of the contidicoverage. We also examined the
files to verify that the beneficiary card and oti@ormation had been verified at some
point since January 1, 1997.

Our audit findings, and recommendations for Obyecti2 are as follows:

Finding #4

We tested twenty-nine of the files of life insuranmenefits claims paid to determine if

Employee Benefits was following its policy for disking checks to beneficiaries. The

policy is to mail checks to beneficiaries usingtified mail or require the beneficiary to

pick up the check in person and provide a photoThds policy was not followed in

seven of the twenty-nine (24%) files reviewed.

Specifically, we found the following:

= For one claim there were three beneficiaries aredajrthe beneficiaries was allowed
to pick up all three of the checks.

= For one claim the son of the beneficiary pickedhgcheck. A copy of his ID (the
son) and the beneficiary’s ID were in the file,haligh the picture on the
beneficiary’s ID was not clear.

= For one claim the file did not contain a copy d theneficiary’s driver’s license or a
certified mail receipt signed by the beneficiary.

= For one claim, three beneficiaries signed consermhd allowing a non-beneficiary
person to pick up the checks for all three persons.

= For two claims there was nothing in the files relyag any claim paid. There was no
death certificate or beneficiary information. Ewy#e Benefits states that these
persons dealt directly with the insurance providengceive their money.

= For one claim, the beneficiary card had not beatatgal since 1983 and subsequently
the beneficiary was deceased. The policy was dd/etjually among the children.

Recommendation #4

The process of paying life insurance claims shdddestructured so that beneficiaries
contact the insurance company directly and obth& d¢heck without going through
Employee Benefits. This would eliminate some @ liability and responsibility on the
part of the City. Employee Benefits should mamtapdated insurance information on




every employee and updated beneficiary informasiorthat if the beneficiary did not
know whom to contact they could call Employee Bésdb determine this. In addition,
Employee Benefits should request a list once afyear each provider to determine who
obtained life insurance claims and place a cophelist in the person’s file.

Auditee’s Response to Finding #4

We had a change in personnel in that area last yediore the Open Enrollment and the
employee assigned to life insurance was in the gge®f verifying and updating all
beneficiaries when the audit began. The files ballupdated on a continual basis. Since
January 1, 2000 (before your audit began) we haag & new life insurance provider,
Prudential. They are paying the claims directlytite beneficiaries and copying the City
when the claims are paid. The City will continuefite the claims with the insurance
provider and will not relinquish control of that. &Mwill receive an _experience report
from them to show claims paid. We need this torohie appropriate premium changes
and verify all claims are paid or actively on waivd premium.

Finding #5
We tested twenty-nine of the files for recipientdif@ insurance benefits claims paid to

determine that a copy of the death certificate iwabe file. We found that three of the
twenty-nine (10%) files tested did not contain pycof the death certificate.

Recommendation #5

With the implementation of recommendation #4, Engpto Benefits should get a letter
each year from the insurance providers for claihe tvere paid during the year and
place a copy in the person’s file. This would éthiate the need for a copy of the death
certificate.

Auditee’s Response to Finding #5
See response to Finding #4.

Finding #6

We tested twenty-nine of the files for the recipgeaf life insurance benefits claims paid
to determine that the amount paid to the benefiocraas correct. We found that for two
of the twenty-nine (7%) recipients there was ndfigent information in the file to
verify that the amount of the claim paid was catrec

Recommendation #6

With the implementation of recommendation #4, Ergpt Benefits should get a letter
each year from the insurance providers for claihe tvere paid during the year and
place a copy in the person’s file. This would leefication that the amount of the claim
paid was correct.

Auditee’s Response to Finding #6
See response to Finding #4.




Finding #7

We tested forty-one of the persons who are exeropt paying life insurance premiums
due to disability waivers to determine if documéiotaof the disability had been updated
as of January 1, 1997. We found that four of treyfone (10%) did not contain proper
physician documentation of the disability in tHe fi

Recommendation #7
We recommend that Employee Benefits adhere to ribseplure of updating the file
documentation on an annual basis.

Auditee’s Response to Finding #7

After the initial claim is filed for Waiver of Pream, physician’s information is not
submitted to the benefits office. The insurance/igey deals directly with the disabled
employee and not through benefits. We follow upeach participant with Waiver of
Premium directly with the provider to insure thanefits are still intact on an annual
basis.

Finding #8
We tested forty-one of the persons who are exeropt paying life insurance premiums

due to disability to determine if the beneficiagrads had been updated as of January 1,
1997. We found that twenty-six of the forty-onkedi (63%) did not contain updated
beneficiary cards. Four of the forty-one (10%)spers cases had been closed and eleven
of the forty-one (27%) were in compliance with givecedure.

Recommendation #8
We recommend that Employee Benefits adhere to ribseplure of updating the file
documentation on an annual basis.

Auditee’s Response to Finding #8

Waiver of Premiums participants, especially thesofiem earlier years, deal primarily
with the insurance companies and have sent beasfichanges to them. We will be
following more closely (see response to findin@i@ve) and update the beneficiaries on
an annual basis.

AUDIT OBJECTIVE #3

To determine if Deferred Compensation benefits waeag properly processed and
documented, we first selected a sample of parttgpavho completed deferred
compensation change forms (used to start defemagensation, make increases, make
decreases, stop deferred compensation or changedgns). From our sample we
verified that the amount deferred for each paréintpvas correct as of the effective date
of the change. We also verified that the amouferded for each participant was going
to the correct provider. In addition, we verifidtht at year-end the amount paid in by
each participant did not exceed the maximum amalioived by the IRS and if it had,
we verified that the excess was refunded to thivihaal.

We did not have any findings for this audit objeeti



AUDIT OBJECTIVE #4

To determine that the Fraternal Order of PoliceRfBeart/Hypertension benefits were
being properly processed and documented, we sédlacsgample from the population of
checks disbursed during the audit period by examgitihe FAMIS accounting system for
all checks written. From our sample, we verifidttthe person receiving the benefit
was eligible for the benefit. We also recalculatednbursements for mathematical
accuracy and examined the endorsements on thelleahcleecks.

We did not have any findings for this audit objeeti however, we noted an internal
control weakness that is discussed later in thertep

AUDIT OBJECTIVE #5

To determine that the manual payments received ropl&/ee Benefits were properly
processed and documented, we first selected a sashpkrsons from the default payroll
reports for two months and verified that they hatedger card that indicated that a
payment had been made. If there was no ledgerfoattie person, we verified that the
benefits for the person were terminated or that thent into default mode for no longer
than six months. (A person may go on a leave oémtrs and still be covered by the
default level of coverage without making any paytadar a period of six months.) For
those in the sample who had ledger cards, we gdrifiat the payment on the ledger card
was also recorded on a spreadsheet (D-Base or)Ereagltained by Employee Benefits
and included in the Tax Collector deposit. Next agreed the spreadsheet deposit
information to the Payroll Updates Report (1256 &8p which shows the amounts
posted into the computer for the recording of mapagments. We also performed these
steps on six additional manual payments, which elected judgmentally to supplement
our initial sample.

We also tested manual payments made to EmployeefiBeby outside agencies. We
used the two months selected above and obtainetithe reports for those periods for
the Jacksonville Housing Authority (JHA), Northe&strida Regional Planning Council
(NEFRPC) and First Coast Workforce Development (FDWThe 1411 Reports show
the amounts per the City records that should bd fmaihe City by the agencies. We
agreed the 1411 Reports to the eligibility reptntst were submitted by the agencies and
recalculated any reconciliations between the tWe then agreed the reconciled amount
to the amount of the check submitted by the agamcyto a Tax Collector cash receipt
(CR).

Our findings and recommendations for Audit Objeet#b are as follows:

Finding #9

We tested thirty-three persons from the defauloref verify that either a payment was
received or their benefits were terminated, or thatperson went into default mode for a
period no longer than six months. We found exoagtifor six of the thirty-three (18%)
persons tested. The total cost of overpayment bByGhy to the insurance providers
associated with these exceptions was $6,247.38e Iprojected this cost onto our total



population we would have an estimated total anmaeast incurred of approximately

$37,483.92. Specifically, we found the followingceptions:

= One person had an end date per the payroll systed1®/98 but received default
coverage until 2/19/99. Total cost of overpaymeb17.88.

= One person had default coverage from 12/31/96 tO/39. Total cost of
overpayment: $2,959.08.

= One person had default coverage from 2/19/99 to7/G0l Total cost of
overpayment: $1,036.62.

= One person had an end date per the payroll systedi®/99 but continued to receive
default coverage until 6/11/99. Total cost of @agment: $596.54.

= One person had an end date per the payroll syste®il®9 but received default
coverage until 10/15/99. Total cost of overpayme$&37.20.

= One person was allowed to pay a large amount eaesr He paid for benefits for
2/19/99 through 7/23/99 on 9/30/99. This persomitgated on 7/26/99 and in order
to keep his benefits under COBRA, he had to pawlicof the back payments that he
had not paid during his leave of absence.

Recommendation #9

Employee Benefits should exercise more care whaeweng the default payroll reports
for persons who are receiving benefits without @éidas being made from their payroll
or pension checks. All City departments shoulddepiired to notify Employee Benefits
immediately when employees take or return fromaxéeof absence. See Improvement
Opportunity later in report for related recommeinutat

Auditee’s Response to Finding #9

See response to Finding #3. In addition to a cledaeemination date, Oracle will place
anyone who does not receive a paycheck into arrié&s termination date is present. A
letter for the amount of arrears will automaticallbe generated and mailed to the
Employee for payment. If payment is not made yinhenefits will be turned off.

Finding #10
We examined records for fourteen persons makingualgmayments to determine if the

payments received were recorded in the check recégg, recorded on the Excel
spreadsheet, included in the Tax Collector depasit agreed to the Payroll Updates
Report (1256). Although all payments were deposied the tax collector, we could not
find one of the payments (7%) in the check recdgsand we could not find two of the
payments (14%) on the 1256 Report.

Recommendation #10

We recommend that Employee Benefits enter all chaéado the check receipts log, the
Excel spreadsheet, and the Employee Benefits sygtenupdate the participant’s
account) daily, and deposit all checks with the Taotlector daily. Employee Benefits
should then put together a voucher package comgisfithe check receipts log, the 1256
report, the Tax Collector cash receipt and a cdgh@checks. The total of these should
all equal, thus providing a control that all amauwere entered correctly. If the totals are

10



not equal, Employee Benefits should perform a reitiation to explain why they are not
equal.

Auditee’s Response to Finding #10
We are reviewing our process on this to insure dap@are made timely and follow the
recommendation.

Finding #11
We tested the three outside agencies’ manual pagntenverify that their premium

payments based on their eligibility report agredhte premium payment due according
to the City’s 1411 report or that a reconciliatioad been performed that explained the
difference. We found that the reports did not agrenine of twelve (75%) instances and
although the differences may have been due to Homwgusting items, formal
reconciliations had not been prepared to explaendifferences. In addition, Employee
Benefits could not locate one of the 1411 reports.

Recommendation #11

We recommend that a formal reconciliation spreagishe prepared for each month that
reconciles the amount per the 1411 report to tigibdity list received from the agency.
The amount of the check should agree to the relsmhamount and a copy of the 1411
report, the eligibility list, the reconciliation tveeen the two, a copy of the check and the
Tax Collector’s cash receipt all be maintained tbgeas supporting documentation.

Auditee’s Response to Finding #11

A formal reconciliation spreadsheet is now beinggared each month and all records
have been reconciled. Since Oracle will provide @iy with electronic interfaces from
the outside agencies, reporting discrepanciestvdlmuch easier to identify and correct.

Finding #12
We tested three agencies making manual paymentaezéomonths (four pay periods) to

determine if the reconciled amount agreed to theuwnn of the check submitted to
Employee Benefits by the agency. Since we coutdetncile nine of the twelve (75%)
payments made, we could also not agree the reednainount to the amount of the
check for those nine.

Recommendation #12

As stated above in recommendation #11, we recomntiesida formal reconciliation
spreadsheet be prepared for each month that réestioe amount per the 1411 report (or
import report) to the eligibility list received fmo the agency. The amount of the check
should agree to the reconciled amount and a coplgeofl411 report, the eligibility list,
the reconciliation between the two, a copy of theok and the Tax Collector’s cash
receipt all be maintained together as supportirgude@ntation.

Auditee’s Response to Recommendation #12
See response to Finding #11.
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Finding #13
During our testing of manual payments, we found Eraployee Benefits did not collect

a $10,962.26 check from one of the outside agengigsfour months after the benefits

had been provided. On 6/18/99 Employee Benefiteived a check in the amount of

$11,048.26 from the agency. Per Employee Bendfits; returned the check because it
was $86.00 over. The agency never received thekclred issued a stop payment order
on 9/28/99. Employee Benefits received a replacemmigeck for the agency on 10/1/99,
but it was also for $11,048.26, so Employee Besmeafiturned it. Employee Benefits

finally received a check in the correct amount 22/99. Employee Benefits cannot
explain how the initial check was lost or why ibkofour months to obtain a replacement
check.

Recommendation #13
We recommend that if this occurs again, EmployeeeBts should deposit the check and
credit the agency with the overage, or require that agency provide a new check

promptly.

Auditee’s Response to Finding #13

| totally agree with the auditors' comments on thimling and assure you it will not
happen again. We will deposit large checks frortside agencies and work out the
problems immediately with them. The employee wthdhik is no longer employed with

the City.

Finding #14
We found that one person received what should baea a one-time reimbursement for

nine pay periods, and it was not noticed by EmpoBenefits until the person reported
the error. This person received an additional $256f4er pay period in his check for nine
consecutive pay periods due to a code remainimgtuon for a reimbursement. Codes in
the Employee Benefits computer program must beetiom and off manually.

Recommendation #14

We recommend that Employee Benefits’ computer mnogrbe modified to allow
Employee Benefits to enter a stop-date for a bemdfen a deduction or reimbursement
code is turned on.

Auditee’s Response to Finding #14
The new Oracle system has the capabilities to obttis finding.

Finding #15
We found that there are no written agreements legtwlee City and the outside agencies

(Northeast Florida Regional Planning Council-NEFRPQacksonville Housing
Authority- JHA, and First Coast Workforce Developti& CWD) who purchase their
benefits through the City, other than the Ordinanéer NEFRPC and FCWD) approved
by Council that authorize the provision of thesedfs. These agencies pay Employee
Benefits an administrative fee each year, and pai@ddditional fee for the Request for
Proposal (RFP) process for the benefit period, vktarted on January 1, 2000.
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Recommendation #15

We recommend that there be a written contract diynbatween the City and these
agencies, which lists the duties of each partyljuging the format of all information to
be provided by the agencies, as well as the ammumnithod of calculation for all fees.

Auditee’s Response to Finding #15

We agree with the recommendation, but you mustratadel that these deals were set up
without the inclusion of the employee benefitsceffi We were informed after the
decision was made on a much higher level that waldvmclude those agencies in the
city's group program. It took years to get NortsieRlorida Regional Planning Council
to go to the city council and have an Ordinancespds It was easier to do it for the
First Coast Workforce Development group. We diillnot have an Ordinance for the
Jacksonville Housing Authority. We were just tlmdcover them. As you know, dealing
with them is very labor-intensive because evergtisrmanually done. In the future, they
will submit their information electronically or o disk. We are building them into our
Oracle system. We will work toward resolution aftthrough the General Counsel's
office. The Ordinances for all groups need moreifitation and will be changed with
the cooperation of the administration and city coiln

AUDIT OBJECTIVE #6

To evaluate the electronic enrollment process aabdlems that occurred for the benefits
period beginning January 1, 2000, we questionecethployees of Employee Benefits
and the Information Technology Division (ITD) totdemine all of the problems that
occurred during the open enrollment. We also obthithe number and cost of overtime
hours worked for the open enrollment for 2000,dpen enrollment for 1995 and the re-
enrollment for 1999. We compared these to deternfitteere was a significant amount
of overtime incurred by switching to the electromimroliment system. Our comparison
of the number of overtime hours worked by Employ®enefits during the three

enrollment periods indicates that the differencethe number of overtime hours worked
(and the cost associated with those differences)at significant enough to influence
our evaluation of the 2000 electronic enrollment.

Finding #16
Based on discussions with and information from Eyeé Benefits and ITD, we

compiled the following list of errors and problethat negatively affected the efficiency
and effectiveness of the 2000 open enroliment:

16 a Employee Benefits did not have a computer set uprvdmployees arrived at the
initial enrollment session at the St. James Bugdiso those employees were
unable to enroll at that time.

Auditee’s Response to Finding #16 a

We had arranged to use the computer in the RenatgsRoom, however, when we
tried to use it, it crashed. We were told by otkemployees who came to the
session that their computers were crashing in thadglividual offices that same
day. ITD problem ?
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Per Employee Benefits, the computers sat idle nofidie time because people
did not take advantage of the enroliment sessions.

Auditee’s Response to Finding #16 b
This is a problem we continually experience witlpleyees. It is very difficult to
get them to respond to benefits, enrollments, rgs.

When enrollment began, it was discovered that cctiores and hardware were not
available/set up at many departmental enrollmes#tions.

Auditee’s Response to Finding #16 ¢

It never occurred to us that this would be a probléecause the ITD was
responsible for the program development along wih | believe this should have
been their responsibility.

ITD developed the on-line enrollment system to aperon the standard City
computer platform. However, many of the City’'s cagrs had not been
upgraded to this standard, and as a result, emgdayad trouble logging onto the
system.

Auditee’s Response to Finding #16 d
Same as above.

Initially, the enroliment program allowed 15 minsitper screen, after which it
“timed out”, forcing the enrollee to start over. Maemployees timed out when
they took too much time to decide what insuraney tivanted to select, or while
they looked for a piece of information such as pethelent’s social security
number. In response, ITD increased the time limRQ@ minutes per screen.

Auditee’s Response to Finding #16 e
Agree.

The enrollment program did not allow an enrolleestve partially completed
enrollment forms. As a result, if an enrollee nekde look up some piece of
requested information and hoped to enter it tha day, he was forced to start
from the beginning.

Auditee’s Response to Finding # 16 f

The software program does not permit this. Theleyee should have all
information when he/she begins enroliment. Werinéol employees about what
was needed before they ever started the electeymiaiment.

The fire academy was designated for the Publict$afie-site enroliment, but its
radio modems were too slow and caused people te tit when enrolling
electronically.

14
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Auditee’s Response to Finding #16 g
Agree; however, we were told before we went outttieat everything was ready
for us. We did not know they were linked throughridio modems.

Because of problems enrolling electronically, inengnce with computers or not
having access to computers, many refused to estetlitronically and instead
filled out paper enrollment forms at the Benefit$i€@, which Benefits personnel
had to manually input into the system.

Auditee’s Response to Finding #16 h
Agree.

Personal identification numbers (pin #s) were compgenerated for all
employees eligible for benefits and printed onvidlial form letters. These letters
were hand-delivered to each employee by their plagterk. Employees were
supposed to fill out and sign an attached cardranain it to the employee benefits
office. Some employees did not read the lettetthimw them away because they
did not want to enroll on-line. Because of thisym&IN cards were not returned
to the benefits office. As a result, employees Wdter wanted to enroll on-line
could not do so, because their pin #s had not laetnated. They were then
required to go to the benefits office, have bergiersonnel look up their pin #,
and sign a card or have another one sent to theoofopletion.

Auditee’s Response to Finding #16 i
Agree. Many employees merely threw the envelopg deeause they thought it

was junk mail.

Many city employees have been in the habit of kegphe same coverage from
year to year and did not pay attention or undedsthiat this year they had to
enroll in new plans, as happens every five yearsrmthe City has to go out for
bid on benefits. As a result, many employees atickes ignored everything sent
to them about the enrollment because they thoumgyt ¢ould just keep what they
had the year before.

Auditee’s Response to Finding #16 |

Agree. We always experience this problem when wd s#ormation to our
employees. They either do not read their mailpwhit away, or don't think the
information applies to them.

Employee Benefits had difficulty contacting soméirees when they did not
respond to the written material because the retin@el changed phone numbers or
addresses without notifying Employee Benefits.

Auditee’s Response to Finding #16 k
Agree. We spent days trying to locate retirees b not responded because if
they fall out of the insurance program, they cancmine back into it. We were
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concerned that they did not receive or understdmedimformation we sent to them.
Some mail was returned because they had moved aftdnd forwarding
addresses. We found that some retired people lwagann with family members
or to nursing homes. We felt we had a moral resimlity to search them out.

The formula to compute the cost per pay periodsigplemental life insurance
was not programmed into the electronic enrollmewigmm. As a result, many
enrollees thought that supplemental life insurames free. Compounding this
problem, the enrollment confirmation letters sem@li enrollees did not show a
deduction amount for the supplemental life codeom& employees did not
guestion deductions until well into January andrialty. Then they demanded
refunds for benefits they had enrolled for but dad want, e.g., the supplemental
life coverage.

Auditee’s Response to Finding # 16 |

This formula has always been a problem. It waspmmded with enroliment
because the Open Enrollment period fell at the sime as annual raises were
being given. With Oracle, it will no longer be mplem because the formula will
be built in to the program. The electronic enrolithdile has been modified to
improve the enrollment, especially separating thesib life screen from the
supplementary life. There should be no confusigh this during the coming
enrollment period.

In prior open enrollments, the City required albyiders to adopt its eligibility
tape file structure. When the contracts were natgdi for the current contract
period, Employee Benefits agreed to adopt the diteictures of the providers.
Because each provider has its own file structuf®, lhad to write six different
COBOL programs, one for each new health insurarroiger as well as the
dental, life, and vision insurance providers. Thias a significant amount of
additional work during a busy time of year compaoenhddy the Y2K workload.

Auditee’s Response to Finding #16 m

The insurance market has changed significantlyesime went out to bid five years
ago. This year we received only four responsdhd¢dRFP for health insurance.
We can no longer dictate our requirements. Theketais not there for us. We
have an overburdened system and each year we bawake changes to it. With
the Oracle system, we should be able to have momgpatibility with outside
vendors' programs.

Employee Benefits’ telephone lines are inadequateandle the volume of calls.
Employee Benefits estimates that it receives batvl®® and 200 phone calls per
day throughout the year, but up to 1,000 callsdagrduring enroliment.

Auditee’s Response to Finding #16 n
We will have a better phone system this year vatbevattendant that includes 70
lines.
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16 0 Aetna treated Employee Benefits’ second test tapetha initial enrollment
eligibility list and loaded it into their eligibily system without sufficient testing of
the file structures. Differences in the file stirets caused dependents to drop out
of the Aetna system. As a result, enrollment cavdee not issued for dependents.
When Employee Benefits learned of this by employediing the Benefits office,
it was immediately reported to Aetna. To fix theolgem, ITD had to make
programming changes to the eligibility list filersstture and submit the revised
eligibility list to Aetna. The lack of enrollmentads caused much inconvenience
for dependents that needed to see a physiciantamad prescription and resulted
in many additional phone calls and additional wimnkthe Benefits office to take
care of individuals experiencing these problems.

Auditee’s Response to Finding #16 o
Agree. We did not anticipate this problem.

16 p Aetna, being new to the Jacksonville area, hadsaralate their existing network
into the PruCare network of physicians, hospitadsd other providers to
accommodate the large number of subscribers wrexteel their plans. It was
difficult for Aetna to keep provider directorieschwebsites updated because they
were contracting with the providers simultaneousith the enrollment period.
This was aggravating to enrollees because manipesh tfollowed their doctors
into whichever plan they were available. After diimg in a plan, a large number
of employees changed their enroliment because fthayd out that their doctors
were available within another plan.

Auditee’s Response to Finding #16 p
Same as above.

16q There was confusion regarding network provider giges who stated that they
were not accepting new patients. For example, spewple enrolled with an
insurance plan that offered their existing physiciander the impression that they
were not a new patient. After enrolling, they disex@d that they were considered
new because they were with a new insurance plarnhendetwork provider would
not accept them as a patient.

Auditee’s Response to Finding #16 q
Same as above.

Recommendation #16

Employee Benefits should develop an action plan fidure enroliments and re-
enrollments that will significantly reduce, if nptevent, problems from occurring. This
action plan should address ways to prevent all €vable errors or problems; even those
caused by other parties.
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Auditee’s Response to Finding #16

Open Enrollment has been critigued to the point th&re is not much left to address
that has not been discussed before. The "EnchadliEhent” message has been changed
so employees will know when the process ends. dbonguters will be set up at the JSO
and Fire department with the correct software anttgwide testing will occur before we
beqin the enroliment for the month of October. Ni'ee requested that the city make a
2-hour class mandatory for all employees who aiglde for benefits which will instruct
each individual on what benefits are available, hiowaccess them, and how to review
the electronic web site, make changes, and eniidie response has been positive, but it
is very difficult to get employees to the classEmployee Benefits personnel is calling
and sending flyers out to all payroll/personnelrkteand individuals in an attempt to
reach every employee. We have experienced probieitis supervisors denying
employees access to the training.

INTERNAL CONTROLS

During our preliminary survey and during the tegtaf our audit objectives of Employee
Benefits, we noted internal control strengths amdkmesses that we would also like to
report on and make recommendations for improvenregirding any weaknesses.

INTERNAL CONTROL STRENGTHS

General Processes

Strength #1
Employee Benefits computer screens have limitecesscand passwords to prevent

unauthorized changes from occurring.

Strength #2
The City pays insurance providers in arrears, whillbws for any adjustments to be

made before the check is sent to the provider.
Group Health Insurance

Strength #3
The Mandated Benefits Specialist who is in chafg€E©@BRA benefits verifies with the

Employee Benefits Assistant in charge of individe@nual payments that a payment has
been received prior to processing COBRA application
Group Life Insurance

Strength #4
The details of the life insurance policy are onlgcdssed with the beneficiary.
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State and Federal Statutory Life Benefits

Strength #5
To collect any of these life benefits, the benafigimust submit a certified copy of the

death certificate, a police report, and an autoppeprt.
FOP Heart/Hypertension Special Benefit

Strength #6
The employee responsible for this area looks upaoigtions in a Physicians Drug

Reference book to verify their use as a heart/ligpsion drug before approving their
reimbursement. In addition, diagnoses for claimsnstted are required and are looked
up in an ICD-9-C code book established by the nagimofession

Manual Payments

Strength #7
Files are maintained by the Employee Benefits Aastsresponsible for individual

manual payments that contain a copy of the deptipita copy of the D-Base or Excel
spreadsheet, a calculator tape, a copy of allettiecks, and a copy of the cash receipt
received from the Tax Collector.

Strength #3
Files are maintained by Employee Benefits Temporasgition in charge of manual

payments by outside agencies which contain a cdpgaoh check, the envelope the
check came in, a copy of the deposit slip and ¢leeipt from the Tax Collector.

Strength #9
Each pay period, the employee responsible for iddal manual payments verifies that

those persons who were supposed to drop off otiéfiault report because they are not
eligible to receive benefits through manual paymsdwaive actually dropped off.

INTERNAL CONTROL WEAKNESSES

Group Life

Weakness #1

There is a lack of segregation of duties in thecgssing of life insurance claims. The
same person is responsible for processing claimegiving checks, notifying the
beneficiary, dispersing checks, and maintainingfitas.

Recommendation #1

The same person may process the claims and maiti@infiles. However, as
recommended previously, the responsibility for Hemgdife insurance claims should rest
with the life insurance company.
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Auditee’s Response to Weakness #1

Since January 1, 2000 all payments from the newigen have been sent directly to the
beneficiaries, however, with the waiver of premiifmpayments, the checks do come to
our office for disbursement. They are first senthte accounting area to be logged in,
then given to the life insurance representativedntact the beneficiary for delivery. We
will continue doing this because we want to monibmse employees on waiver to ensure
that they continue to receive coverage from thepaomes responsible. We feel it is more
efficient for the same person to handle the lifsurance from the beginning until
resolution of the claim. We have been able to fgn@vious life insurance companies
who have merged several times, to honor claimghose on waiver of premium. This
would never be addressed if we left it up to thguiance providers, and former
employees would lose the benefits to which thegmtided.

Weakness #2
Life insurance checks are not logged in by anyone.

Recommendation #2

Life insurance checks should be logged in whenivedeby someone other than the
person processing the claims. However, as statedecommendation #1, the
responsibility for handling life insurance claimbosld rest with the life insurance
company.

Auditee’s Response to Weakness #?2
See #1 above. Life insurance checks are beinegetbdg the accounting area.

FOP Heart/Hypertension Special Benefit

Weakness #3

There is not a proper segregation of duties fa #utivity because the same employee
handles all steps (authorization, accounting arstiocly) associated with the FOP benefit
process. The Management Improvement Officer authsriexpenses, calculates the
amount of the benefit, prepares the check requesstjves the checks from City General
Accounting, and distributes the checks.

Recommendation #3
Someone other than the person approving the resements should prepare the
reimbursements. We also recommend that EmployeefBg pursue having the checks
for this benefit mailed out directly to the persoom the Treasury Department for the
City of Jacksonville.

Auditee’s Response to Weakness #3

A Benefits Assistant will be adjudicating the lgpayments after re-enrollment. Check
requests are keyed into the FAMIS system by theuatant; the AMIO approves them

on-line; and, the checks are currently being maibed by Treasury. The FAMIS system
is checked to determine when checks are issudtetretipients. The individual files are

noted.
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General Processes

Weakness#4

The processes for FOP Heart/Hypertension reimbwstsmand the payment of life
insurance claims are each completely performedngyperson from start to finish with
no review. The manual payments process is perforinyedne person when one of the
accounting personnel is out on leave.

Recommendation #4

Process duties should be allocated so that the gmrson is not performing the
authorization, accounting, and custody functionsaajiven process. In addition, there
should be more supervisory review of all of thegasses that involve the flow of money
through the office.

Auditee’s Response to Weakness #4

For life insurance and the FOP Heart/Hypertensidairns see #3 above. Life insurance
processes are reviewed by the Mandated Benefitsidhipe and by the AMIO. The

Internal Audit Specialist and the Accountant sumegrvhe manual payment process.
Payments are logged in on an Excel spreadsheeteaddrsed by the accountant and
processed and deposited by the employee beneftstaag. During the absence of
personnel, the same person will no longer handieraplete process.

Weakness #5

The Employee Benefits’ computer program does nobraatically halt deductions for
benefits for a City employee on the terminationedatitered into the computer (FNINF1
screen-screen containing ESR information) by thy Buman Resources Department.
The lag between when an employee is terminated vameh Employee Benefits is
notified typically is from two weeks to a monththedlugh we noted one lag of five
months during our testing. Similarly, the progrdoes not allow Employee Benefits to
set start and stop dates for deductions and refuStirting and stopping deductions and
refunds must be done manually.

Recommendation #5

The Employee Benefits’ computer program should fegammed to automatically stop
benefits deductions on an employee’s terminatiae dad allow Employee Benefits to
enter start and stop dates for deductions and defun

Auditee’s Response to Weakness #5

This is a program problem. Our current system Ibesn overloaded and some functions
were not built in it because it was not possibi¥ith the Oracle system, this problem will
be resolved because it is being built into the paoy  When a termination date is placed
into the Oracle system, all deductions will ceasgtart and Stop dates will also be
available in Oracle.
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Weakness #6
Dependents with the same last name and within sonedole age group are not verified
when enrolling in benefits.

Recommendation #6
Original verification should be performed of allpgmdents and maintained in the file
while the dependent remains under coverage.

Auditee’s Response to Weakness #6

We are currently requiring all new enrollees torfish copies of marriage certificates
and birth certificates. This has been our pracficea long time; however, we have not
gone back for those employees who have been col@rgédars. We will begin doing

random audits on those employees.

Weakness #7
Employee Benefits does not have written policy amdcedures manuals. These are
especially needed in the manual payments and atioguareas of the organization.

Recommendation #7
Employee Benefits needs to write policies and patapes for all areas and require that
employees follow those policies and procedures.

Auditee’s Response to Weakness #7

Employee Benefits has developed basic policiespaodedures as part of a citywide
requirement by the administration. It is very idiift to establish set rules because of the
industry that we deal with and the insurance pebcset the rules on most of what we do.

Weakness #8
We noted numerous items that were processed diffgrigom the procedures explained
to us, but the reasons were rarely documenteceiapiplicable file.

Recommendation #3

Any instance where an exception to the general oulgractice is made should be
documented in writing in the appropriate file(sheTwritten explanation should be
signed and dated by the supervisor (Assistant Mamagt Improvement Officer).

Auditee’s Response to Weakness #8

We waive the 90-day waiting period for some emg@eyeDirectors, Division Chiefs,
Council members, and other key employees haveved:as a condition of employment.
We also waive it for part time employees who becithéime. We give them credit for
time _served as part timers. This may not be spadlfi documented in the individual
files. For years we have had a form to be usedotmudhent files. It should be done and
although this practice was supposed to be followeaslas not done in some instances.
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457 Deferred Compensation

Weakness #9

The current payroll system does not automaticakywent deductions from exceeding the
IRS maximum for a calendar year. Because the anafuteductions must be monitored
manually, excess deductions do occur and musttbenszl to the employee. When this
occurs, the service providers return the excesdsfua Employee Benefits so that the
funds can be returned to the employee/owner. Inescases, the City has not identified
the employee/owner of the excess deductions. Thei€icurrently holding $12,799.54

of deferred comp monies for which it has not idesdi the owners.

Recommendation #9

The City should make sure that the new Oracle plagystem is programmed to deduct
no more than the annual maximum allowed by the [Rf&. payroll system should allow
Employee Benefits to override this maximum to pémmployees to exercise the “catch-
up” option in their final three years before ratiment. Employee Benefits should also
work to identify the owners of the excess dedu&ion

Auditee’s Response to Weakness #9

Rate elements within Oracle will be set for maximamounts for the deferred
compensation program. This will eliminate this Weess. In the meantime, this issue
will be researched and resolved.

Manual Payments

Weakness #10

The Employee Benefits temporary position maintéims check receipts log, has the
access to record individual manual payments andrdscthe outside agencies manual
payments, makes deposits and performs reconciigfior the outside agencies making
manual payments. This is not a proper segregatfoduties. In addition, when the
temporary position is absent, the Employee Bengtsstant records cash receipts in the
cash receipts journal, which is not compatible viagin normal functions of preparing and
making deposits of cash receipts.

Recommendation #10

The duties of keeping the check receipts log, @ingrmanual payments and performing
reconciliations and making deposits should be perdol by separate personnel or
verified and approved by a higher authority. Th#its to change any records should be
restricted to the person performing that function.

Auditee’s Response to Weakness #10
See comments to #3 & #4. This was changed dunheacudit and the Accountant is
maintaining the check log.
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Weakness#11
Deposits of manual payments are not being madetimely manner. They are being
held and deposited every week to a week and a half.

Recommendation #11
Deposits should be made daily.

Auditee’s Response to Weakness #11
The checks are now being deposited daily.

Weakness #12

The previous Employee Benefits Assistant allowed@es making manual payments to
carry a negative balance. A negative balance n@urowhen processing manual
payments if an individual makes a payment for lbss the amount that is required for
benefits. The Employee Benefits Assistant wasntakkhe balance due, subtracting the
payment made from it, and carrying forward any utchp@gative balance.

Recommendation #12

Persons should not be allowed to carry a negatafanbe when making manual
payments. If a payment is short, Employee Benshitaild contact the person and request
payment of the shortage amount.

Auditee’s Response to Weakness #12

This does not happen anymore. The employee medtiom longer works for the City.
This is audited by the Internal Audit Specialist aaviewed by the Accountant to ensure
that all monies are received on time and posted@mpately.

Weakness #13

The records dealing with manual payments are umizgd and not properly maintained
for both the payments received from outside agencad from individuals.
Reconciliations for outside agencies’ benefits pagta were not properly documented.
We also noted that on the ledger cards used tadeadividuals’ manual payments,
items are being changed with the use of “Wite-out.”

Recommendation #13

Records and reports should be maintained in an n@gd manner.  Written
reconciliations should be performed between thell4port and the outside agencies’
eligibility reports each pay period. Wite-out slibnot be used in accounting records.
Instead, the item should be struck through andhied so that the change can be seen.

Auditee’s Response to Weakness #13
We agree with the findings and the accounting asdaeing restructured. Wite-out is not
being used on any accounting records now.

Weakness #14
For manual payments received from other agendmesagencies continue to use their
own deduct codes on their eligibility reports. WhEmployee Benefits receives the
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eligibility report from the agency, they must malyaeconcile the agency’s codes to
Employee Benefit's codes.

Recommendation #14
Outside agencies that obtain benefits through ihegbould be required to submit their
eligibility reports in a format dictated by EmplayBenefits.

Auditee’s Response to Weakness #14
This will change with the Oracle program and wel wdlquire all outside agencies to
deliver the information in a compatible format.

Computer Security

Weakness #15
Terminated employees are left with access to sdnbeoscreens within the Employee
Benefits System.

Recommendation #15
Passwords should be changed and logons removedateo than an employee’s
termination date.

Auditee’s Response to Weakness #15

Computer passwords remaining in the system has deggwide problem and has been
addressed through ITD with the new division chi&fle currently remove terminated
employees off all the systems of which we haveatonEor those current employees,
passwords are changed every 90 days.

EEFICIENCY WEAKNESS
During our preliminary survey and testing of audlijectives we found one efficiency
weakness.

Weakness #1
Currently, the process for recording manual paysidoplicates some steps by requiring
payments to be recorded both on manual ledgersnahé computer.

Recommendation #1
Through the use of spreadsheets that are alreadyg bglized, the ledger cards, which
are also being used to record payments, can baealied.

Auditee’s Response to Weakness #1

We realize that we are maintaining two sets of résphowever, with our antiguated
system we have felt that it was necessary. |fagenlot maintained paper copies of data,
we would have lost our data with the Y2K. We GBS and Cobraeas® on January 1.
We are building this into Oracle and will not keggper records after it is implemented.
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OPPORTUNITY FOR IMPROVEMENT
During our preliminary survey and testing of aumbjectives we found two opportunities
for improvement.

Opportunity #1

Currently, the City uses checks to transfer momethe deferred compensation service
providers and group health benefits providers,emdtof using wire transfers. Wire
transfers are instantaneous, while preparing akchreceiving approval and cashing it
takes several days at best. To fulfill its fidugiaesponsibility, the City should wire

transfer this money to the service providers toeele its investment benefit for the
employees.

Auditee’s Response to Opportunity #1

We requested permission to electronically trangmitls for all deferred compensation
participants; however, the prior Treasurer did n@ant us to do it. The city iS now
reviewing this decision and | believe we will searénelectronic transfers in the near
future.

Opportunity #2

There is currently no requirement that the Empldgtdus Record (ESR) go through the
Employee Benefits office when changes are madearfoemployee. It is essential that
Employee Benefits be notified immediately of change status such as an increase in
pay, a change in department or job function, a deaV absence, a suspension, a
termination or a retirement so that the office camke the appropriate changes in the
person’s benefits. Becoming one of the departm#vasis required to sign-off on the
ESR would ensure that changes were made to theogeg$ benefits in a timely
manner.

Auditee’s Response to Opportunity #2
This will change with Oracle. We should receivealrtime" information and it will be
entered into our system.

NOTEWORTHY ACCOMPLISHMENTS
During our preliminary survey and our testing ofdiuobjectives we found some
noteworthy accomplishments of Employee Benefits Wewould like to report.

Accomplishment #1

Representatives from some of the health insurararepanies work in Employee
Benefits’ office to assist with problems that Emyde Benefits’ assistants or employees
of the City may have.

Accomplishment #2
The employees of the Employee Benefits office aosstrained in areas so that they
may help each other during busy periods.
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Accomplishment #3

Employee Benefits saves money on certified mailGQBRA processes by having the
mailroom attendant sign that the forms have beetetheather than paying for certified
mail.

Auditee Comment

Please include in your audit that you came into affice in January, immediately
following the worst Open Enrollment Period in histo We were still resolving
enrollment issues when you arrived. Thank yowdéar patience.

We would like to thank Employee Benefits for theissistance and cooperation
throughout our audit.

Respectfully Submitted,

Robert O. Johnson, CPA

Council Auditor

Audit Performed by:

Kyle S. Billy, CPA

Sarina M. Wiechens, CPA
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