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CITY OF ALBUQUERQUE

OFFICE OF INTERNAL AUDIT Marisa Vargas
Interim City Auditor

STRATEGIC REVIEW
Audit No. 25-402

FROM: Marisa C. Vargas, City Auditor
Office of Internal Audit
DATE: July 30, 2025

SUBJECT:  25-402 - Human Resources Department — Strategic Review of Vacation and Sick
Time Accruals

EXECUTIVE SUMMARY

The Office of Internal Audit (OIA) conducted a strategic review to determine whether vacation
and sick time accruals, managed by the Human Resource Department (HRD), are calculated
accurately and consistently in alignment with City of Albuquerque (City) policies and regulations.

The strategic review found that, while HRD has systems in place to manage vacation and sick time
accruals, OIA identified control weaknesses and documentation gaps that may result in errors and
policy noncompliance. Specifically, the strategic review found the following.

e Inconsistent documentation for employees receiving enhanced accrual rates
e Errors in vacation accrual rates, some of which remain unresolved

e Delays in applying approved vacation balance increases

e Gaps in City regulations for discretionary benefits and approvals

Opportunities exist to ensure accuracy and compliance, such as standardizing documentation
practices, implementing automated processes to update employees’ accrual rates, and updating
City regulations. OIA did not find errors in vacation payouts upon employee separation from
employment.

BACKGROUND, OBJECTIVES, & SCOPE

BACKGROUND

The City of Albuquerque offers employees a comprehensive Total Rewards package. This includes
base salaries, a range of benefit options, pre-tax savings plans, participation in the New Mexico
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Public Employees Retirement Association, and resources that support physical, mental, and
financial well-being. Paid time off includes vacation leave, sick leave, parental leave, and official
holidays. Below is a summary of background information on the leave parameters and processes
that are relevant to this audit.

Vacation and Sick Leave Accruals
Vacation General and Sick General (VCGEN & SKGEN)

As a benefit of employment with the City, permanent employees working more than 20 hours a
week are eligible to earn vacation and sick leave. For City employees enrolled in the Vacation
General and Sick General Plans, vacation accrual rates and maximum balances are dependent on
years of continuous service, while sick leave accrues at 3.7 hours per pay period, with a maximum
accumulation of 1,200 hours.!

Employees earn and accrue vacation and sick leave based on number of paid hours in a pay period
and on parameters defined in City Ordinances, Administrative Instructions (Al), and Human
Resource (HR) Rules and Regulations, (collectively referred to as City regulations). Paid hours are
recorded hours that an employee worked, took paid leave, or received holiday leave. Employees
classified as part-time, and working more than 20 hours in a workweek, will accrue vacation and
sick leave on a prorated basis in accordance with their schedule. Employees with eight hours or
more of unpaid leave per pay period are not eligible to accrue vacation or sick leave.

For the employees covered by the scope of the audit and working a regular workweek of 40 hours,
vacation will accrue and carry over, and sick leave will accrue and accumulate, as outlined in the

following table.

Continuous Vacation Maximum Maximum | Sick Leave | Maximum Sick

Years of Accrual Vacation Vacation Accrual Leave
Service per Pay Accrual per | Carryover per Pay Accumulation
Period Year Period

0-4 years 3.85 hours 100 hours 300.30 hours 1,200 hours
5-9 years 4.62 hours 120 hours | 360.36 hours | 3.70 hours

10-14 years 5.54 hours 144 hours 432.12 hours

15 years & 6.16 hours 160 hours 480.48 hours

more

Vacation Incentive Plan (VCIP)

Administrative Instruction 7-44 establishes the Incentive Program for unclassified positions which
are “difficult to recruit”. This program aims to attract highly qualified, performance-oriented
candidates to positions that are difficult to fill. Unclassified employees transitioning from another
employer to fill a “difficult to recruit” position may transfer up to 96.2 hours of sick leave, subject

: Regulations regarding the VCGEN and SKGEN plans are defined in City of Albuquerque Ordinances § 3-1-13 and § 3-1-14,
respectively.
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to verification and post-employment conditions. Lateral police officer hires receive a 40-hour sick
leave credit upon completion of academy training. Eligible unclassified hires may accrue vacation
leave at a rate typically reserved for City employees with five years of service, provided they have
at least five years of relevant experience with other employers. This enhanced rate activates after
six months of employment and remains in effect until ten years of City service. All recruitment
incentives, along with the job classifications eligible to receive them, must receive prior written
approval from the Human Resources Director, as delegated by the Chief Administrative Officer
(CAO). The CAO has final authority regarding the implementation and administration of this
incentive.?

Collective Bargaining Agreements (CBAs)

Collective Bargaining Agreements (CBAs) allow covered employees benefits that may differ from
the information stated in City regulations.’ For example, both the Albuquerque Police Officers
Association (APOA) and AFSCME Local 1888 J-Series, also known as the Albuquerque Officers’
Association (J-Series) CBAs allow a maximum accumulation of 2,000 hours of sick leave instead
of the 1,200 hours for all other City employees.*

Supplemental Compensation and Leave Accrual Enhancements

The City of Albuquerque may offer additional rewards to employees—such as bonuses, paid leave,
or other forms of compensation—beyond their regular benefits, provided certain conditions are
met.> These rewards must be part of a pre-approved plan authorized by the CAO that outlines
specific criteria. Additionally, the employee must perform duties that go beyond their normal job
expectations, and the City must reasonably anticipate receiving some form of benefit, whether
tangible or intangible, from the extra service. If a department wishes to implement such an
incentive program, it must submit a detailed proposal for approval to the CAO, subject to the
discretion of the department director. In regards to vacation and sick leave, these incentives are
awarded to the employees in the form of an increased accrual rate or an increase in vacation
balance hours.®

Additionally, City Ordinance § 3-1-6, The Classified and Unclassified Service (E) states that
employees in the unclassified service are entitled to benefits that are specifically outlined in a
written agreement between the CAO and the unclassified employee.

2 Regulations regarding the VCIP plan are defined in City of Albuquerque’s Administrative Instruction 7-44 Incentive Program
for Positions Which are “Difficult to Recruit.”

3 Benefits for CBA’s can differ from City Regulations defined in City of Albuquerque’s Ordinances § 3-1-13, § 3-1-14, and
Administrative Instruction 7-44 Incentive Program for Positions Which are “Difficult to Recruit.”

# Relevant CBAs, including those for J-Series and APOA, can be accessed through the City’s Human Resources website at
<https://www.cabq.gov/humanresources/documents/afscme-local-1888-sep-3-2016.pdf/view>.

3 The employees who receive these additional awards can be on any plan type as described in the section “Leave Plan Tables”
below.

® These awards are not related to the Vacation Incentive Plan (VCIP). These regulations are defined in the City of Albuquerque
Personnel Rules and Regulations § 404, Employee Incentive Program.
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PeopleSoft

PeopleSoft is the City’s enterprise resource planning system and officially maintains the records
for vacation and sick leave information for each employee. The following area in PeopleSoft
facilitates the calculation of vacation and sick leave accruals, accumulations and available balance.

Leave Plan Tables

Leave plan tables are reference tables set up in PeopleSoft that allow leave accruals to process
automatically, based on information from each employee for paid hours in a pay period. Automatic
calculations in PeopleSoft reference the information in the leave plan tables to determine vacation
and sick leave accruals and maximum accumulations for employees. When employees are set up
in the system, their benefit information is pointed to one sick leave plan table to accrue and
accumulate sick leave, and one vacation leave plan table to accrue and accumulate vacation leave.
The table below provides descriptions of the leave plan tables used during the audit.

Leave Leave Covered Employees
Plan Table | Plan Table
Name Code
Vacation VCGEN | Allows vacation accruals and maximum accumulations based on years
General of service, in accordance with the City of Albuquerque’s Ordinance § 3-
1-13, “Vacation Leave.”
Sick SKGEN | Allows accumulations of sick leave up to 1,200 hours.
General
Vacation VCIP The Vacation Incentive Plan provides eligible employees in difficult
Incentive to recruit positions increased vacation accrual rates. The CAO must
Plan approve the request in advance. VCIP allows vacation accrual rates to
increase to the five-year rate after six months. Maximum calculations
are based on years of service.
Sick Police SKPD For APOA and J-Series CBA members, SKPD allows accumulations
and J- of sick leave up to 2,000 hours.
Series

Manual Leave Adjustments

As noted above, some employees can receive additional enhanced accrual rates that differ from
the benefits of the VCIP plan. Due to there not being a leave code for employees receiving these
enhanced accrual rates, HRD must go into the employee’s PeopleSoft account and make a manual
adjustment to their years of service for the system to reflect the enhanced accrual rate. For
employee’s receiving an incentive in the form of a vacation balance increase, the Payroll Division
of the Finance and Administrative Services Department must make a manual adjustment to each
employee’s account, manually adding the award.
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Payout of Leave Accruals

The City may offer payout for accrued vacation and sick leave upon retirement or separation. The
payout process can vary depending on the employee’s situation, including whether they are retiring
or leaving for another reason. Employees who are eligible for early retirement must have sufficient
leave balances.’

Conversion of Sick Leave

The maximum sick leave accumulation for classified employees is 1,200 hours for a 40-hour
workweek or a prorated amount for a regular workweek other than 40 hours unless otherwise
specified by a collective bargaining agreement. The option to convert sick leave is offered only in
November of each year. Employees electing to not convert sick leave will continue to accrue sick
leave up to the maximum of 1200 hours. The conversions permitted by City regulations® are as
follows:

Over 500 hours: 3 hours of sick leave to 1 hour cash payment or 1 hour of vacation
Over 850 hours: 2 hours of sick leave to 1 hour cash payment or 1 hour of vacation
Over 1,200 hours: 30 hours of sick leave to 2 hours cash payment cash or 2 hours of
vacation

OBJECTIVES

The objective of the strategic review was to determine whether vacation and sick leave accruals
for City of Albuquerque employees are being calculated accurately and consistently, in accordance
with City policies and relevant regulations.

SCOPE

The strategic review encompassed all active employees, as well as those who separated from
employment, from September 30, 2022 through September 30, 2024. The data set included both
classified and unclassified positions, with union employees and non-temporary employees
excluded. In addition, all leave codes in the leave plan table were included in the population of
employees.

" The City of Albuquerque Personnel Rules and Regulations § 403.10, Early Retirement states “Immediately prior to retirement
from active service with the City of Albuquerque an employee may take leave with pay equivalent to the amount of sick and
vacation leave the employee has accumulated.”

8 See City of Albuquerque Personnel Rules and Regulations § 401.4, Sick Leave.
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RESULTS

FINDING 1 - UNSUPPORTED ENHANCED VACATION ACCRUAL RATES AND
UNCREDITED VACATION LEAVE BALANCES EXIST FOR EMPLOYEES ON THE
VCGEN AND VCIP PLAN.

Condition

OIA reviewed the vacation and sick time accruals over two pay periods for a total of 79 employees.
This group included 47 employees enrolled in the VCGEN plan and all 32 employees who were
part of the VCIP plan during the period from September 30, 2022 through September 30, 2024.
OIA found that, among the 79 employees reviewed, 13 who were on the VCGEN plan and two
enrolled in the VCIP plan were receiving an enhanced accrual rate not aligned with their plan's
parameters. For five of these employees, who were in the VCGEN plan, OIA was not provided
with a memo or written justification as to why these individuals were accruing a higher vacation
rate than City regulations allow. For one employee, who was on the VCIP plan, OIA was not
provided with documentation of approval admitting them into the plan. The table below outlines
the discrepancies between the employees’ actual accrual rate and the accrual rates they should
have been earning without the respective plan admission and rate raises for which documentation
was not provided.

Plan Accrual Actual Difference | Number Pay Difference
Type Rate Based Accrual Per Pay of Pay Rate Amount
Assigned | on Years of | Rate (Hours Period Periods'’ (Per
Service per Pay (Hours) Hour)!!
(Hours per Period)
Pay (Audited)
Period)’
VCGEN 3.85 5.54 1.69 54 $71.35 $6,511.40
VCGEN 5.54 6.16 .62 47 $66.47 $1,936.94
VCGEN 3.85 6.16 2.31 54 $66.47 $8,291.47
VCGEN 3.85 6.16 2.31 46 $62.80 $6,673.13
VCGEN 5.54 6.16 .62 54 $65.88 $2,205.66
VCIP 3.85 4.62 7 54 $63.51 $2,640.75
Total | $28,259.35

% This accrual rate assumes the employee is not entitled to additional benefits, such as an increased accrual rate or enrollment in
the VCIP plan, as we have not received documentation approving such benefits under the VCGEN plan or authorizing the
employees’ participation in the VCIP plan.

10 These represent the number of pay periods between September 30, 2022, and September 30, 2024, during which the errors
occurred. OIA did not analyze any pay periods outside of this timeframe.

" These pay rates were obtained from PeopleSoft and were not audited for accuracy, as they were outside the scope of this

strategic review. In addition, these pay rates were the last pay rate the employee had during the time period September 30, 2022
through September 30, 2024. Therefore, the “Difference Amount” column does not account for any pay rate changes during this
period and should be considered an estimate.
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Additionally, OIA identified one employee who was receiving a lower accrual rate than authorized,
despite an approved memo from the CAO granting them an enhanced accrual rate outside the
parameters of the VCGEN plan. OIA also found another employee who had been admitted into
the VCIP plan but was not accruing leave at a rate consistent with the plan’s parameters based on
their years of service. These employees’ accrual rates were corrected; however, manual
adjustments to correct their lost hours of 4.62 and 10.01 have not been completed. As a result, the
employees are still owed $309.54 and $823.40 worth of vacation time.

Cause
Some employees are receiving enhanced accrual rates that fall outside the parameters of the

VCGEN and VCIP plans, yet they remain enrolled in these plans in PeopleSoft. Additionally, there
is a lack of consistent documentation practices and oversight in maintaining approval records for
employees under the VCGEN plan who receive additional benefits beyond those outlined in City
Ordinance § 3-1-13 and employees enrolled in the VCIP plan. This is the result of a decentralized
documentation process. Lastly, there is insufficient oversight in updating records in PeopleSoft
following approval of enhanced accrual rates under the VCGEN plan and VCIP plan enrollments.

Criteria

City Ordinance § 3-1-13 establishes the vacation leave table for City employees. Under the
VCGEN plan, vacation accruals and maximum accumulations are based on years of service. In
addition, the ordinance states, “No vacation time may be accrued or accumulated by classified or
unclassified employees or officials except as provided by this section or as provided by a collective
bargaining agreement entered into consistent with §§ 3-2-1 et seq., Labor-Management
Regulations.”

Al No. 7-44 Incentive Program for Positions Which Are “Difficult to Recruit” states, “The
following recruitment incentives may be offered in appropriate circumstances with the written
concurrence of the CAO:....Unclassified employees hired into ‘difficult to recruit’ positions in the
City will accrue vacation leave at the rate applicable to employees with five years of experience
with the City provided they have at least five years of experience with one or more previous
employers in a position comparable to the one into which they are hired. The enhanced accrual
rate shall go into effect at the completion of six (6) months of employment. The enhanced accrual
rate will remain in effect until the employee reaches ten (10) years of service with the City.”

Effect

The City lacks insight into the full scope of individuals receiving enhanced accrual rates, whether
they are in the VCGEN or VCIP plan. Management cannot accurately identify all employees who
are receiving enhanced accrual rates if these groups are not properly segregated. Although the
VCIP and VCGEN plans have set parameters, some individuals are receiving exceptions beyond
those established limits.

Due to inadequate documentation, a total of $28,259.35 may have been incorrectly accrued for
these individuals. Without proper documentation, HRD cannot demonstrate compliance with City
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Regulations. Furthermore, there is an increased risk that employees in the VCGEN plan are
receiving additional benefits without the required prior approval. Additionally, employees who are
ineligible could be enrolled in the VCIP plan. These can both increase the potential risk of financial
losses for the City.

Lastly, the absence of standardized documentation practices has resulted in inconsistent
application of vacation accrual rates and discretionary benefits, leading to operational
inefficiencies and potential financial liabilities to employees. Specifically, some employees
accrued fewer vacation hours than they were entitled to, resulting in two employees who are still
owed a total of $1,132.94 of vacation hours.

RECOMMENDATIONS:

The Human Resources Department should:

1. Research the six employees receiving enhanced accruals to confirm that they are entitled
to those benefits. If they are not, address as appropriate.

2. Correct the leave balances for the two employees whose accruals were corrected but their
balances were not.

3. Review and reinforce documentation requirements for the employees receiving additional
benefits in both the VCGEN plan and VCIP plans, as well as employees admitted into the
VCIP plan, including having consistent templates and fields for approval forms.

4. Implement a standardized process to ensure all approvals are properly documented and
retained in a centralized system.

5. Review employees’ personnel files periodically to ensure that proper authorization is on
file for all employees receiving additional benefits.

6. Consider developing additional tables for employees who are receiving enhanced accrual
rates, outside of the parameters of the VCGEN and VCIP plans.

7. Create a standardized workflow among the CAO, HR, and Payroll, in regards to the
approvals of enhanced accrual rates and VCIP plan enrollments to ensure employee files
are up to date.

8. Implement a review process to ensure vacation accrual rates are being properly updated in
accordance with employees’ years of service or with an enhanced rate in a written approval
memo from the CAO.

9. Establish a documented workflow among HR, Payroll and the CAO for adjusting accrual
rates and historical balances, including defined timeframes and resolutions.
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FINDING 2 - OPPORTUNITIES EXIST TO STRENGTHEN THE OVERSIGHT FOR
EMPLOYEES RECEIVING ADDITIONAL BENEFITS GRANTED BY THE CAO.

Condition

OIA reviewed any manual adjustments made to employees’ leave balances over two pay periods
for a total of 79 employees. OIA noted a total of nine employees who received manual adjustments
as a result of additional vacation hours granted by the CAO. For these employees, OIA noted the
following:

e One employee, who was on the VCIP plan, received 86 hours of vacation hours based on
an approved memo from the CAO with the justification being that it was in accordance
with Merit Systems Ordinance 3-1-6 (E).

e Six employees (four of whom were on the VCIP plan and two on the VCGEN plan) each
received 100 additional vacation hours. For five of these employees, there were supporting
memos approving the increase from the CAO with a justification that it was in accordance
with Merit Systems Ordinance 3-1-6 (E), however one employee’s memo lacked reasoning
or justification for the additional benefit. In addition, for one employee, only 10 hours were
added to their balance out of error. This was subsequently corrected, and the additional 90
were posted to their balance. Lastly, one employee’s additional vacation hours were not
added until one month after the CAO approved the increase.

e One employee, who was on the VCIP plan, was granted an exemption, approved by the
CAO, to carry over 38.72 vacation hours beyond the maximum allowable limit due to
workload demands within their department.

e One employee, who was on the VCGEN plan, was approved by the CAO to retain a
vacation leave balance of 1,200 hours, exceeding standard limits, citing the high workload
associated with their position and their limited ability to take leave.

Cause

There is an absence of standardized documentation and procedural requirements mandating written
justification for discretionary vacation awards approved by the CAO and a timeframe for when
these awards should be applied to an employee’s account. The existing Personnel Rules and
Regulations do not provide a formal framework for what is allowed to be approved by the CAO
and the documentation of exceptions related to vacation carryover limits. In addition, there is no
formalized procedure specifying to whom the documentation should be sent and the timeframe of
when it should be applied to the employee’s account. Discretionary approvals by the CAO are
made on a case-by-case basis without a standardized process or policy foundation, often relying
on informal documentation or rationale.

Criteria

Al No. 7-44 Incentive Program for Positions Which Are “Difficult to Recruit” states, “The
following recruitment incentives may be offered in appropriate circumstances with the written
concurrence of the CAO:....Unclassified employees hired into ‘difficult to recruit’ positions in the
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City will accrue vacation leave at the rate applicable to employees with five years of experience
with the City provided they have at least five years of experience with one or more previous
employers in a position comparable to the one into which they are hired. The enhanced accrual
rate shall go into effect at the completion of six (6) months of employment. The enhanced accrual
rate will remain in effect until the employee reaches ten (10) years of service with the City.”

Personnel Rules and Regulations 404, Employee Incentive Program states “The City of
Albuquerque may develop methods of rewarding employees through a reward, bonus, leave with
pay or any other form of award or extra compensation, in addition to the regular benefits entitled
to a classified or unclassified employee, as long as all of the following conditions are met: The
award results from a pre-existing plan or program authorized by the CAO which sets up a specific
criteria for such extra compensation; and employees render service that is outside of and in addition
to the normal requirements and expectations of their employment; and the City reasonably
anticipates some tangible or intangible benefit from such service.” In addition, it states, “At the
discretion of the director, departments choosing to implement an employee incentive program shall
present to the CAO a specific plan for approval.”

City Ordinance § 3-1-6 The Classified and Unclassified Service (E) describes that employees in
the unclassified service are entitled to benefits specifically contracted for in writing between the
CAO and an unclassified employee.

Effect

Without clearly defined requirements for justifying and documenting discretionary benefits, such
as vacation balance increases and carryover exemptions, the City risks perceptions of inequity,
favoritism, or noncompliance with established policies. The lack of timely processing and
interdepartmental coordination—particularly between the CAO, HRD, and Central Payroll—
further increases the likelihood of manual entry errors, delays in implementing approved actions,
and difficulty in auditing these exceptions.

RECOMMENDATIONS:

The Human Resources Department should:

10. Establish a formal tracking and follow-up mechanism for all discretionary vacation
balances increases approved by the CAO to ensure full and timely implementation. This
could be in the form of a log of approved balance increases, including responsible
personnel and completion dates, to support accountability and timely reconciliation.

11. The Personnel Rules and Regulations should be updated and include a provision for

discretionary carryover exemptions approved by the CAO, outlining the following:
e Circumstances under which exemptions may be granted
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e Required documentation and business justification

e Maximum allowable exemption thresholds and time limits for usage

e Develop a formal exemption request and approval process, including a standardized
form and documentation checklist.

CONCLUSION:

By implementing the recommendations detailed in this report, the Human Resources Department
can improve its ability to effectively administer, manage, and monitor vacation and sick accruals
for employees of the City. The department’s response to the recommendations made are included
in APPENDIX A of the report. We greatly appreciate the assistance of the personnel that
participated in this audit.
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METHODOLOGY

Methodologies used to accomplish the objectives include but are not limited to the following:

Evaluated the effectiveness of internal controls over vacation and sick time accruals for
active and separated employees, adjustments, incentives, non-union longevity, and service
dates.

Reviewed the City’s PeopleSoft system to verify vacation and sick time for employees and
HRD staff access to benefit service date changes.

Analyzed policies and procedures for vacation and sick time.

Conducted interviews and observations with key departmental personnel about the
procedures for HRD vacation and sick time accruals and reports.

Evaluated and verified existing internal controls for entered vacation and sick time,
adjustments, and incentives.

Reviewed HRD PeopleSoft user access rights to the City’s payroll system for vacation and
sick time accruals and adjustments and/or changes to benefit service dates.

Performed detailed testing of employee’s vacation and sick time accruals for multiple
periods selected randomly throughout the time period September 30, 2022 through
September 30, 2024. This included recalculating employees’ vacation and sick accrual
rates, obtaining documentation for any manual adjustments, and checking whether an
employee is receiving any additional benefits outside of their years of service that there is
proper approval. OIA selected the following samples:

o 30 random samples for all employees. This totaled to 59 VCGEN hours and 59
SKGEN hours.!?

o 30 judgmental samples of employees on the VCIP plan!®. This totaled to 67 VCIP
hours. '?

o 19 judgmental samples for employees with non-union longevity benefits or
exceptions to service dates during the period under review. This totaled to 34
VCGEN hours, 12 SKGEN hours, 4 VCIP hours and 26 SKPD hours. '?

OIA then documented the results of the fieldwork. Additionally, OIA’s strategic review considered
the high risk identified during the audit planning for fiscal year 2025.

The total assurance provided from the audit is as follows:

Vacation and sick hours accrued in pay periods - $106,368.97
Manual adjustments to employees’ vacation and sick accounts - $114,815.90
Vacation and sick hours sold to the City (upon termination or conversion) - $46,926.77

201A originally picked two pay periods to test for each employee, however additional pay periods were tested for some
employees due to several factors such as them receiving large adjustments.

13 OIA tested the entirety of employees on the VCIP plan during the period September 30, 2022 through September 30, 2024.

Page|l12



Docusign Envelope ID: F14E6BE3-F8FE-4F31-8A9F-359D8E52A2EA

25-402 — Human Resources Department - Strategic Review of Vacation and Sick Time Accruals
July 30, 2025

SUBMITTED:

[ Stoay Mt

64A7D650EA3F40A...

Stacy Martin, Staff Auditor
Office of Internal Audit

Signed by:
Mart: Jaramillo
B0E535C9655647F ...
Mark Jaramillo, Principal Auditor
Office of Internal Audit

REVIEWED:

DocuSigned by:

Vanssa, Maske

FEF77AB7F20B4DD...

Vanessa Meske, Lead Auditor
Office of Internal Audit

APPROVED:

DocuSigned by:

%M /Aéaw
O0F462D006A1E4CS...
Marisa C. Vargas, City Auditor
Office of Internal Audit

APPROVED FOR PUBLICATION:

Signed by:

Udor Crivsp

FCBF869799C14AE...

Victor Griego, CPA
Accountability in Government Oversight Committee Chairperson

Pagell3



Docusign Envelope ID: F14E6BE3-F8FE-4F31-8A9F-359D8E52A2EA

25-402 — Human Resources Department - Strategic Review of Vacation and Sick Time Accruals
July 30, 2025

Strategic Review of Vacation and Sick Time Accruals
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APPENDIX A

Recommendations and Responses

For each recommendation, the responsible agency should indicate in the column labeled Department Response whether it concurs, does not concur, or partially concurs and provide
a brief explanation. If it concurs with the recommendation, it should indicate the expected implementation date and implementation plan. If the responsible agency does not concur

or partially concurs, it should provide an explanation and an alternate plan of action to address the identified issue.

Recommendation Responsible Department Response OIA Use Only
Party Status Determination*
1. Research the six employees receiving Human Concur [ Do Not Concur [J Partially Concur Open
enhanced accruals to confirm that Resources O Closed
they are entitled to those benefits. If Department | “HRD will research these employees to ensure that | (] Contested
they are not, address as appropriate. they are entitled to additional benefits.”

ESTIMATED COMPLETION DATES
“July 11,2025~

2. Correct the leave balances for the two Human L1 Concur O Do Not Concur X Partially Concur Open
employees whose accruals were Resources L1 Closed
corrected but their balances were not. | Department | “[ eave balances are input by Payroll, however HRD | [] Contested

can coordinate with them to correct these.”

ESTIMATED COMPLETION DATES
“July 11, 2025
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ESTIMATED COMPLETION DATES
“November 2025

Recommendation Responsible Department Response OIA Use Only
Party Status Determination*
. Review and reinforce documentation Human O Concur [ Do Not Concur X Partially Concur Open

requirements for the employees Resources [ Closed
receiving additional benefits in both | Department | “Negotiation of rates and accruals will likely remain | ] Contested
the VCGEN plan and VCIP plans, as fluid on some level, especially for appointed and
well as employees admitted into the unclassified positions. Central HR is working on
VCH,) plan, including  having proposed revisions to Al 7-44 that may address these
consistent templates and fields for phenomena.”
approval forms.

ESTIMATED COMPLETION DATES

“November 2025”
Implement a standardized process to Human Concur [ Do Not Concur [ Partially Concur Open
ensure all approvals are properly Resources O Closed
documented and retained in a | Department | “Central HR is working on proposed revisions to Al | [ Contested
centralized system. 7-44 that may address these phenomena.”

ESTIMATED COMPLETION DATES

“November 2025
Review employees’ personnel files Human 1 Concur L1 Do Not Concur X Partially Concur Open
periodically to ensure that proper Resources I Closed
authorization is on file for all | Department | “Central HR is willing to coordinate with Payroll to | [] Contested
employees  receiving  additional develop a periodic accrual audit process.”
benefits.
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Recommendation Responsible Department Response OIA Use Only
Party Status Determination*

Consider  developing  additional Human Concur 0 Do Not Concur U Partially Concur Open
tables for employees who are Resources 1 Closed
receiving enhanced accrual rates, | Department | “Central HR will consider this, but may not | (] Contested
outside of the parameters of the implement. This will also be subject to executive
VCGEN and VCIP plans. approval.”

ESTIMATED COMPLETION DATES

“August 2025~
Create a standardized workflow Human L1 Concur L1 Do Not Concur X Partially Concur Open
among the CAO, HR, and Payroll, in | Resources O Closed
regards to the approvals of enhanced | Department | “This process fundamentally exists already. | (0 Contested
accrual rates and VCIP plan Individual department participation does not.
enrollments to ensure employee files Central HR will consult with the CAO on ways to
are up to date. improve process integrity.”

ESTIMATED COMPLETION DATES

“August 20257
Implement a review process to ensure Human Concur [] Do Not Concur [J Partially Concur Open
vacation accrual rates are being Resources O Closed
properly updated in accordance with | Department | “HRD will evaluate and implement a review process | [] Contested
employees’ years of service or with to monitor and ensure employee’s vacation accrual
an enhanced rate in a written approval rates are being appropriately updated.”
memo from the CAO.

ESTIMATED COMPLETION DATES

“November 2025
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increases approved by the CAO to
ensure full and timely
implementation. This could be in the
form of a log of approved balance
increases, including  responsible
personnel and completion dates, to
support accountability and timely
reconciliation.

Central HR can develop a tracking system.”

ESTIMATED COMPLETION DATES
“October 2025”

Recommendation Responsible Department Response OIA Use Only
Party Status Determination*
9. Establish a documented workflow Human O Concur [ Do Not Concur X Partially Concur Open
among HR, Payroll and the CAO for | Resources [ Closed
adjusting accrual rates and historical | Department | “This process fundamentally exists already. | (I Contested
balances, including defined Individual department participation does not. Central
timeframes and resolutions. HR will consult with the CAO on ways to improve
process integrity.”
ESTIMATED COMPLETION DATES
“August 2025”
10. Establish a formal tracking and Human Concur J Do Not Concur U Partially Concur Open
follow-up  mechanism for all | Resources [ Closed
discretionary ~ vacation  balances | Department | “Tg the extent HRD is able to capture these approvals, | (] Contested
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exemptions approved by the CAO,
outlining the following:

Circumstances under
which exemptions may be
granted

Required documentation
and business justification
Maximum allowable
exemption thresholds and
time limits for usage

Develop a formal
exemption request and
approval process,

including a standardized
form and documentation
checklist.

executive approval. Similarly, updates to the
Personnel Rules and Regulations that change terms
and conditions of employment for any bargaining unit
employees are subject to negotiation. Central HR is
willing to try to make these updates but cannot
guarantee success.”

ESTIMATED COMPLETION DATES
“March 2026~

Recommendation Responsible Department Response OIA Use Only
Party Status Determination*
11. The Personnel Rules and Regulations Human J Concur [J Do Not Concur X Partially Concur Open
should be updated and include a | Resources 1 Closed
provision for discretionary carryover | Department | “Personnel Rules and Regulations are subject to | (] Contested
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