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Enclosed is our final report on the results of our Payrate Increases Review for 42 public
agencies, 12 schools, and 10 state agencies. The Office of Audit Services (OFAS) prepared one
final report that includes the results of 64 agencies reviewed. The observations identified and
the details of the impacted employees have been shared with each agency through a draft
report. Agencies’ responses have been summarized in their respective final reports included in
the appendix to the report. Agencies’ full responses to the draft reports have been forwarded
to the appropriate CalPERS divisions and are also on file at OFAS and available upon request.

In accordance with our resolution policy, we have referred the issues identified in the report to
the appropriate divisions at CalPERS. Agencies should work with these divisions to address the
recommendations specified in our report. It was our pleasure to work with each agency, and
we appreciate their time and assistance during this review.
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Matthew G. Jacobs, General Counsel, CalPERS
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Objective

The objective of our review was to
determine whether increases to member
payrates were granted and reported to
CalPERS in compliance with the Public
Employees’ Retirement Law (PERL) and
the California Public Employees’
Pension Reform Act of 2013 (PEPRA).
Payrates must be reported to CalPERS
in accordance with Government Code
sections 20636, 20636.1, 7522.34(a)
and corresponding sections of the
California Code of Regulations (CCR)
section 570.5. Payrates must be in
written pay schedules, ordinances or
similar documents that are available for
public review and the pay schedules
must meet criteria listed in CCR section
570.5. Payrates are deemed as the
normal monthly rate of pay or base pay
of the member paid pursuant to a
publicly available pay schedule for
services rendered on a full-time basis
during normal working hours. Reporting
member payrates accurately is a
necessary precursor to correctly
calculating service credit and member
benefits at retirement. Specifically,
payrates must be reported for the period
earned, payrates can only be reported
for periods services are rendered,
payrates cannot include additional
compensation or any item of special
compensation listed in CCR section
571, and increases to payrates cannot
be granted or awarded to a member in
connection with or anticipation of
separation from employment. Reporting
incorrect payrates could cause the
following: miscalculation of a member’s
service credit, incorrect payment of
benefits, inaccurate retirement
estimates, delays in processing a
member’s retirement benefits, and
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hardship to retired members due to a
reduction in benefits.

Scope

To achieve the review objective, the
Office of Audit Services (OFAS)
selected a sample of 64 contracting
agencies comprised of 42 public
agencies, 12 schools, and 10 state
agencies (Figure 1). Each agency
reviewed reported member payrates
with significant increases during the
review period. Our review included
procedures to determine whether pay
schedules were maintained and
payrates were reported in compliance
with the Government Code and CCR.
Our review covered the period of

July 1, 2012 to June 30, 2017. Unless
otherwise specified, OFAS did not
review the agencies’ compliance with
the PERL in regard to any other issue,
including but not limited to payroll and
contribution reporting, membership
enrollment, or employment after
retirement.

Figure 1
Composition of Sampled Agencies
e N
Public
Agencies
Schools
State
Agencies
o /
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Results in Brief

OFAS completed the review of 64
agencies and included the individual
final reports in Appendix A. Results of
the review showed that 51 of the 64
agencies did not maintain pay
schedules in compliance with the
Government Code and CCR.
Specifically, pay schedules did not
identify time base, were not approved by
the agency’s governing body, did not
identify the effective date or date of
revisions, did not list all position titles,
did not list a payrate for all positions,
referenced another document, and
contained incorrect payrates. Figure 2
lists the identified pay schedule
exceptions by type. In addition, results
showed that 51 of the 64 agencies did
not grant or report payrates in
compliance with the Government Code
and CCR. Specifically, payrates

Figure 2

included additional compensation;
payrate increases were not correctly
reported; payrates exceeded base
payrates approved on a pay schedule;
payrate adjustments were not correctly
reported; payrates were not full-time;
reduced payrates were reported;
incorrect payrates were reported;
payrates included non-reportable
compensation; and reported payrates
were not on pay schedule. Figure 3 lists
the payrate exceptions by type.

Note: During the fieldwork personnel
from several state agencies stated that
the California Department of Human
Resources (CalHR) is responsible for
maintaining pay schedules and the
State Controller’s Office (SCO) reports
payroll to CalPERS. Personnel from
several schools stated that the County
Office of Education (COE) reports
payroll to CalPERS.

Percentage of Agencies with Pay Schedule Exceptions by Type

-

Time Base
Approval
Effective Date
Revision Date
Position Title
Payrate
Document

Incorrect Payrate

52%

0% 10% 20%
-

30% 40% 50% 60%

Payrate Increases Review

Page 2



Figure 3
Percentage of Agencies with Payrate Exceptions by Type
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Table 1
Summary of Individual Agency Exceptions — Listed in Order by OFAS Job Number

Pay Schedule Exception

Payrate Exception Type

Appendix
Page

Type Number
1 | Oakland Unified School District Time Base Additional Compensation A-1
Approval Payrate Increase
Effective Date Excessive Payrate
Revision Date Payrate Adjustments
Position Title Non-Reportable Payrate
Pay Schedule
2 | Alameda City Unified School District Time Base Additional Compensation A-7
Excessive Payrate
Payrate Adjustments
Full-Time Payrate
3 | County School Service-Contra Approval Payrate Increase A-11
Costa County Schools Payrate Adjustments
Full-Time Payrate
4 | Fresno Unified School District Time Base Additional Compensation A-15
Excessive Payrate
Full-Time Payrate
5 | Panama-Buena Vista Union Time Base Additional Compensation A-19
Elementary School District Approval Payrate Adjustments
Document Full-Time Payrate
Incorrect Payrate
Non Reportable Payrate
Montebello Unified School District None None A-23
Monterey County Schools Time Base Additional Compensation A-25
Approval Full-Time Payrate
Incorrect Payrate
8 | Tustin Unified School District Time Base Additional Compensation A-29
Approval Excessive Payrate
Payrate Adjustments
Full-Time Payrate
Non Reportable Payrate
9 | Santee Elementary School District None Additional Compensation A-33
Excessive Payrate
Payrate Adjustments
10 | Lompoc Unified School District Time Base Additional Compensation A-37
Approval Excessive Payrate
Revision Date Payrate Adjustments
Full-Time Payrate
Reduced Payrate
Non Reportable Payrate
11 | Rincon Valley Union Elementary Time Base Additional Compensation A-43
School District A_pproval Pay Schedule
Revision Date
12 | Oak Park Unified School District Time Base Payrate Increase A-47
Excessive Payrate
Full-Time Payrate
Pay Schedule
Payrate Increases Review Page 4



Appendix
Payrate Exception Type Page

Pay Schedule Exception

Type

Number

13 | Department of Forestry and Fire Time Base Additional Compensation A-51
Protection Effective Date Payrate Increase
14 | Department of Water Resources Time Base Payrate Increase A-55
Effective Date
15 | California State University at San Time Base Additional Compensation A-59
Bernardino Approval Reduced Payrate
Incorrect Payrate
16 | California State University at San Time Base Reduced Payrate A-63
Marcos Approval
17 | State Compensation Insurance Fund Time Base Additional Compensation A-67
Effective Date Payrate Adjustments
18 | California State Polytechnic Time Base None A-71
University at San Luis Obispo Approval
19 | California State University at San Time Base Additional Compensation A-73
Jose Approval Reduced Payrate
Incorrect Payrate
20 | Department of California Highway Time Base Additional Compensation A-77
Patrol Effective Date
21 | Department of Food and Agriculture Time Base Payrate Increase A-79
15th District Agricultural Association Effective Date Excessive Payrate
Payrate Adjustments
Full-Time Payrate
22 | Department of Food and Agriculture Time Base Payrate Increase A-83
46th District Agricultural Association Effective Date
23 | Housing Authority of the County of Effective Date Additional Compensation A-87
Kern Incorrect Payrate
24 | City of Long Beach Approval Additional Compensation A-91
Revision Date Payrate Increase
25 | City of Carson None None A-95
26 | City of Palmdale None Payrate Increase A-97
27 | Public Transportation Services Time Base Payrate Increase A-99
Corporation Approval
28 | County of Madera None Additional Compensation A-103
Full-Time Payrate
29 | City of Mill Valley Time Base None A-107
30 | City of Seaside Time Base Reduced Payrate A-111
31 | City of Pacific Grove Effective Date Additional Compensation A-115
Revision Date
32 | City of Soledad None Reduced Payrate A-119
33 | Housing Authority of the City of Position Title None A-121
Alameda
34 | City of Oroville Approval Additional Compensation A-123
Position Title Payrate Increase
Reduced Payrate
35 | County of Colusa Effective Date Reduced Payrate A-127
Position Title
Payrate Increases Review Page 5




Pay Schedule Exception
Type

Payrate Exception Type

Appendix
Page
Number

36 | County of Glenn Position Title Additional Compensation A-131
Payrate Increase
37 | Housing Authority of the City of Time Base Additional Compensation A-135
Eureka
38 | Monterey Regional Waste Effective Date Additional Compensation A-139
Management District
39 | City of Nevada City None Payrate Increase A-141
Excessive Payrate
Payrate Adjustments
40 | City of Anaheim Time Base Payrate Adjustments A-145
Revision Date
41 | City of Newport Beach Approval Reduced Payrate A-149
42 | City of Rocklin None None A-153
43 | City of Lake Elsinore Time Base Additional Compensation A-155
Effective Date Payrate Adjustments
Reduced Payrate
44 | Western Riverside Council of Time Base Payrate Increase A-159
Governments Approval Excessive Payrate
Payrate Adjustments
45 | University Enterprises, Inc. Approval Additional Compensation A-163
Payrate Increase
46 | Omnitrans Time Base Additional Compensation A-167
Payrate Increase
Payrate Adjustments
47 | City of San Bernardino Time Base Payrate Increase A-171
Payrate
48 | Big Bear Municipal Water District Effective Date Additional Compensation A-175
Excessive Payrate
49 | West Valley Water District Position Title None A-179
50 | City of Adelanto Time Base Additional Compensation A-183
Effective Date Payrate Increase
51 | Crestline Village Water District Approval Additional Compensation A-187
52 | San Mateo County Harbor District Time Base None A-191
53 | City of Solvang None Payrate Increase A-193
54 | County of Santa Clara Approval None A-197
55 | City of Santa Clara Effective Date Additional Compensation A-201
Excessive Payrate
56 | County of Santa Cruz Approval None A-205
Effective Date
Revision Date
57 | Fall River Valley Community Time Base Excessive Payrate A-207
Services District Effective Date
58 | City of Tulelake None None A-211
59 | City of Cotati None Additional Compensation A-213
Payrate Increases Review Page 6




Pay Schedule Exception
Type

Payrate Exception Type

Appendix
Page
Number

60 | Yolo Emergency Communications None Pay Schedule A-215
Agency
61 | City of Patterson Time Base Additional Compensation A-217
Excessive Payrate
62 | City of Rancho Cucamonga None None A-221
63 | El Dorado County Transit Authority Time Base Additional Compensation A-223
Effective Date
64 | County of El Dorado Approval None A-225

Payrate Increases Review
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Other Matters

OFAS identified other matters that were outside the scope of this review. Specifically,
we identifed four agencies that may have reported overtime, reported payrates for work
performed by employees at another agency, cashed out employees’ unused sick leave
and reported the same unused sick leave for additional service credit, and reported
incorrect stipends for board members. These matters were discussed with the agencies
and also included in the agencies’ reports in Appendix A, pages A-7, A-75, A-139, and
A-183. OFAS encourages the agencies to work with CalPERS to ensure the other
matters identified above are resolved.

Conclusion

Based on the information reviewed, OFAS noted instances of non-compliance with the
PERL for sampled active and retired members reported payrates. The non-compliance
and reporting exceptions included pay schedules elements, additional compensation in
the payrate, excessive and reduced payrates, payrate adjustments, full-time payrates,

non-reportable payrates, and incorrect payrates.

Sample testing procedures provide reasonable, but not absolute, assurance that the
agencies’ complied with the specific provisions of the PERL and their CalPERS
contract. The results outlined in this report are based on information made available or
otherwise obtained at the time this report was prepared. This report does not constitute
a final determination in regard to the results noted within the report. The appropriate
CalPERS divisions will notify the agencies of the final determinations and provide
appeal rights, if applicable, at that time.

Respectfully submitted,

Original signed by Beliz Chappuie

BELIZ CHAPPUIE, CPA, MBA, CISA
Chief, Office of Audit Services

Staff: Alan Feblowitz, CFE, Assistant Division Chief
Chris Wall, MBA, Senior Audit Manager
Cheryl Livingston, Staff Management Auditor
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OAKLAND UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification
5353402695 3P17-001 July 1, 1949 Miscellaneous
Safety - Police

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base / | with the Government Code and the CCR. Specifically, the pay
Effective Date | schedule in effect November 17, 2016 for the Human
/ Date of Resources Job Classification did not include the time base

Revisions / | and was not duly approved and adopted by the employer's
Position Title | governing body. Also, the pay schedules in effect July 1, 2016
for the Food Services and Para Educators did not include
effective dates, dates of any revisions, and were not duly
approved by the Agency’s governing body. In addition, the
Food Services pay schedule did not list all employee positions
as required by CCR section 570.5.
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Area

2 Payrates

OAKLAND UNIFIED SCHOOL DISTRICT

Exception

Additional
Compensation

Observation

The Agency reported a payrate that included additional
compensation for one sampled employee who retired
November 2016. Specifically, the employee had $0.05 per
hour for longevity pay added to base payrate in the pay period
ended November 30, 2014. The incorrect reporting resulted in
an increase to the employee’s reported payrate that was not
in compliance with Government Code section 20636.1.

3 Payrates

Pay Schedule

The Agency reported payrates for a sampled active
certificated employee that were not listed on the publicly
available pay schedules. Specifically, the Agency reported
hourly payrates of $97.92 in pay period ended

January 31, 2015, $17.77 in pay period ended

February 28, 2015, and $13.99 in pay period ended

July 31, 2015. In addition, the Agency reported daily payrates
of $228.48 in pay period ended August 31, 2015, $1,034.40
and $127.10 in the period ended September 30, 2015, and
$130.58 in the pay period ended October 31, 2015. However,
the Agency did not provide pay schedules or any other
documentation to support the reported payrates. The incorrect
reporting resulted in reported payrates that were not in
compliance with Government Code section 20636.1.

4 Payrates

Excessive
Payrates

The Agency reported excessive payrates for a sampled active
certificated employee. Specifically, the Agency reported a
daily payrate of $152.71 which is equivalent to a monthly
payrate of $3,308.72, instead of the correct monthly payrate of
$2,582.19. The Agency'’s records indicate the employee
worked 186 days, six hours per day, during 11 months of the
year, from August until June. The Agency should have
reported a monthly payrate of $2,582.19 for each of the 11
months worked ($28,404.06 /11 = $2,582.19). Instead, the
Agency reported a daily payrate of $152.71 along with 40
hours as the scheduled work week hours which resulted in a
payrate reported equivalent to a monthly payrate of
$3,308.72. In addition, the Agency reported a monthly payrate
of $2,919.66 for the employee in the pay period ended

June 30, 2016. The Agency incorrectly divided the annual
payrate $29,196.57 by 10 months and reported a monthly
payrate of $2,919.66. The correct monthly payrate to report
for this pay period was $2,654.23. Certificated employees
receive one year of service credit per fiscal year for an
academic year of service per Government Code section
20962. To ensure that certificated employees reported
payrates are accurate and they receive one year of service
credit for an academic year, the Agency should report monthly
or base payrates pursuant to Government Code sections
20636.1, 20962 and CCR section 570.5.

Payrate Increases Review
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Area

5 Payrates

OAKLAND UNIFIED SCHOOL DISTRICT

Exception

Payrate
Increase

Observation

The Agency reported an incorrect payrate for the same
sampled active employee noted in Observation 4. Specifically,
the employee received a payrate increase from a daily
payrate of $152.71 to $156.97 in the middle of the pay period
ended January 31, 2016; however, the Agency reported the
higher daily payrate of $156.97 for the entire pay period. The
Agency should have reported both the old and the new
payrate with the corresponding periods. The incorrect
reporting resulted in payrates reported that were not in
compliance with Government Code section 20636.1.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

6 Payrates

Excessive
Payrates

The Agency reported excessive payrates for two sampled
employees, one active and one who retired November 2016.
Specifically, for the active employee the Agency incorrectly
added $0.85 per hour to the employee’s base payrate in the
pay period ended May 31, 2106, which the Agency stated was
due to an error on the employee’s timesheet, and added
$0.16 per hour in the pay period ending October 31, 2016 due
to a payroll system error. For the retired employee, the
Agency incorrectly added $0.10 per hour to the employees
base payrate in the pay periods ended January 31, 2106 and
September 31, 2016; however, the Agency could not
determine the reason for the incorrect reporting. The incorrect
reporting resulted in an increase to the employees reported
payrates that were not in compliance with Government Code
section 20636.1.

7 Payrates

Payrate
Adjustments

The Agency used an incorrect payrate while reporting a
retroactive adjustment for a sampled employee who retired in
November 2016. Specifically, the Agency reported an hourly
payrate of $8.34 in the pay period ended November 30, 2014;
however, the $8.34 was earnings for longevity pay. In
addition, the Agency reported the retroactive adjustment as a
prior period adjustment. The Agency should have reported the
employee’s longevity pay as retroactive special compensation
adjustment with an hourly payrate of $16.31. The incorrect
reporting resulted in a decrease to the employees reported
monthly payrates and an increase to the reported hourly
payrate that were not in compliance with Government Code
section 20636.1.

Payrate Increases Review
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OAKLAND UNIFIED SCHOOL DISTRICT

Area Exception Observation
8 Payrates Non- The Agency incorrectly reported overtime for a sampled active
Reportable employee in pay period ended August 31, 2016. Specifically,
Payrate the Agency reported an hourly payrate of $78.00; however,

the $78.00 was compensation paid for working overtime. The
incorrect reporting resulted in a payrate reported that should
have been excluded per Government Code sections 20635.1
and 20636.1.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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OAKLAND UNIFIED SCHOOL DISTRICT

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not provide a response to the report.
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

1373208973 3P17-002 July 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedules in effect July 1, 2016 for the California School
Employees Association (CSEA) 860 Food Services and the
Executive Cabinet/ Administrative and Supervisory/
Confidential/ Licensed/ Unrepresented groups did not include
the time base for hourly and annual payrates as required by
CCR section 570.5.
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT

Area

2 Payrates

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for three sampled employees, two active and
one who retired in February 2015. The retiree and one active
employee had longevity pay added to their base payrate, and
the variances ranged from $1.24 to $2.60 per hour. The
second active employee had educational incentive pay added
to the base payrate, and the variances ranges from $125.88
to $134.25 per month. The incorrect reporting resulted in
increases to the employees’ reported payrates that were not
in compliance with Government Code section 20636.1.

3 Payrates

Full-time
Payrate

The Agency did not report full-time payrates for three sampled
classified employees, one active employee, one employee
who retired in February 2015 and another employee who
retired in October 2015. Specifically, the reported payrates
were not based on a 40-hour workweek for all months of a
year as required by Government Code section 20636.1. For
example, the Agency reported a monthly payrate of $4,006.56
for one of the retired employees in the pay period ended
September 30, 2014; however, the reported monthly payrate
should have been $4,243.20. The payrates reported for each
sampled employee reflected a workweek of less than 40
hours and the payrates were not based on all 12 months of
the year. This resulted in decreases to the employees’
reported monthly payrates that were not in compliance with
Government Code section 20636.1.

4 Payrates

Excessive
Payrate

The Agency reported excessive payrates due to payroll
system errors for two sampled employees, one who retired in
February 2015 and another who retired in October 2015.
Specifically, the Agency reported a monthly payrate for the
first retired employee that was tripled in the pay period ended
September 30, 2014. The Agency reported a monthly payrate
of $7,338.29; however, the Agency should have reported a
monthly payrate of $2,407.60. CalPERS records show that the
incorrect reporting occurred from September 30, 2014 through
February 26, 2015. The excessive payrate was within the
highest final compensation period and used to calculate the
employees final compensation. For the second retired
employee, the Agency reported a monthly payrate that was
doubled in the pay period ended August 31, 2014. The
Agency reported a monthly payrate of $8,013.12; however,
the Agency should have reported a monthly payrate of
$4,243.20. CalPERS records showed that the incorrect
reporting only occurred in the August 2014 pay period;
however, reporting was in the highest final compensation
period and used to calculate the employee’s final
compensation. The incorrect reporting resulted in increases to
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT

Area Exception Observation

the employees’ reported payrates that were not in compliance
with Government Code section 20636.1.

Payrates Payrate The Agency used an incorrect payrate and earned periods
Adjustments | while reporting salary adjustments for two employees, one
active and one who retired in October 2015. Specifically, for
the retired employee, the Agency reported the employee’s
retroactive earnings of $4,435.20 as payrate in the pay period
ended February 28, 2014. The Agency should have reported
a monthly payrate of $4,222.40 for the periods covered by the
retroactive salary adjustment, July 1, 2013 through

February 25, 2014. Furthermore, the Agency reported the
retroactive salary adjustment as a prior period adjustment. For
the active employee, the Agency reported an incorrect payrate
for the prior period adjustment in the pay period ended
September 30, 2016. The Agency reported a monthly payrate
of $3,874.44; however, the Agency should have reported a
monthly payrate of $3,594.93. The retired employee’s
reported payrate was understated and the active employee’s
reported payrate was overstated and they were not in
compliance with Government Code section 20636.1.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and
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ALAMEDA CITY UNIFIED SCHOOL DISTRICT

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Other Matters

1 Overtime | The Agency may have reported overtime earnings for an active employee. The
employee was a certificated employee and reported to CalPERS as full-time;
however, the Agency reported additional earnings that exceeded what was
considered full-time in the pay periods ended October 31, 2015 and

April 30, 2016.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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COUNTY SCHOOL SERVICE — CONTRA COSTA COUNTY
SCHOOLS

Objective and Scope

CalPERS ID Job Number Contract Date Classification

5993369590 3P17-003 July 1, 1948 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Approval The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule in effect July 1, 2016 for the Management/
Professional/Admin/Confidential Positions, was not approved
as required by CCR section 570.5.
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COUNTY SCHOOL SERVICE — CONTRA COSTA COUNTY

Area

2 | Payrates

Exception

Full-time
Payrate

SCHOOLS

Observation

The Agency did not report a full-time payrate for a sampled
classified employee who retired in July 2014. Specifically, the
employee worked 6.5 hours per day in the pay period ended
July 31, 2012 and the Agency reported a reduced monthly
payrate of $2,461.88. The Agency should have reported a
monthly payrate of $3,030 based on a 40-hour workweek for
all months of the year as required by Government Code
Section 20636.1. The incorrect reporting resulted in a
decrease to the employee’s reported payrate that was not in
compliance with Government Code section 20636.1.

3 Payrates

Payrate
Adjustment

The Agency used incorrect payrates while reporting
retroactive salary adjustments for three sampled employees,
two active and one who retired in July 2014. Specifically, the
retired employee received a monthly pay increase from
$3,210 to $3,306 effective July 1, 2013; however, the Agency
reported a monthly payrate of $3,338. One of the active
employees received a monthly pay increase from $4,300 to
$4,472 effective July 1, 2015; however, the Agency reported a
monthly payrate of $5,629.58. The other active employee
received a monthly pay increase from $4,629 to $4,814.16
effective July 1, 2015; however, the Agency reported a
monthly payrate of $5,769.42. The incorrect reporting resulted
in increases to reported payrates that were not in compliance
with Government Code section 20636.1.

4 Payrates

Payrate
Increase

The Agency reported an incorrect payrate for a sampled
active employee. Specifically, the Agency reported an
incorrect payrate when the employee received a payrate
increase in the middle of the pay period ended

December 31, 2015. The Agency reported the employee’s
new payrate of $5,283.25 for the entire pay period. The
Agency should have reported the old payrate of $4,814.16
from December 1, 2015 through December 6, 2015 and
reported the new payrate from December 7, 2015 through
December 31, 2015 with the corresponding earnings. The
incorrect reporting resulted in an increase to the reported
payrate that was not in compliance with Government Code
section 20636.1. Government Code section 20630 states
when compensation is reported to the board, the employer
shall identify the pay period in which the compensation was
earned regardless of when it is reported or paid.

Payrate Increases Review
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COUNTY SCHOOL SERVICE — CONTRA COSTA COUNTY
SCHOOLS

Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, 8 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.
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Summarized Response

The Agency disagreed with Observation 1 and provided additional information. OFAS reviewed the
information and concluded that the Observation will remain as stated.
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FRESNO UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

5525306131 3P17-004 July 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the

Teachers and Librarians pay schedule in effect July 1, 2015
and the Food Services pay schedule in effect July 1, 2016 did
not include the time base for hourly and annual payrates as
required by CCR section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for a sampled employee who retired in June
2016. Specifically, the employee had education incentive pay
of $18.18 and longevity pay of $527.66 added to the monthly
base payrate. The incorrect reporting resulted in increases to
the employee’s reported payrate that was not in compliance
with Government Code section 20636.1.
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Payrates

FRESNO UNIFIED SCHOOL DISTRICT

Exception

Full-time
Payrate

Observation

The Agency did not correctly report full-time payrates for two
sampled active classified employees. Specifically, the
reported payrates were not based on a 40-hour workweek for
all months of a year as required by Government Code section
20636.1. For example, the Agency reported a monthly payrate
of $1,803.07 for one of the employees in the pay period ended
January 31, 2015; however, the reported monthly payrate
should have been $2,237.73. The payrates reported for each
sampled employee reflected a workweek of less than 40
hours and the payrates were not based on all 12 months of
the year. The incorrect reporting resulted in decreases to the
employees’ reported payrates that were not in compliance
with Government Code section 20636.1.

Payrates

Excessive
Payrate

The Agency reported payrates that exceeded the maximum
payrate listed in the pay schedule for the same sampled
employee discussed in Observation 2. Specifically, the
maximum amount listed on the pay schedule was based on
185 days worked in an academic year; however, the
employee worked 195 days so the Agency multiplied the
payrate by a factor of 1.11993 and reported the higher
payrate. The Agency reported a monthly payrate of $8,394.84
and they should have reported $6,925.57 based on the
existing 185 day pay schedule. The incorrect reporting
resulted in an increase to the employees reported payrates
that were not in compliance with Government Code section
20636.1.

Criteria

Under Government Code sections 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet

website;

Indicate an effective date and date of any revisions;
Payrate Increases Review
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Be retained by the employer and available for public inspection for not less than five years;
and
« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 4 and provided additional information. OFAS reviewed the
information and revised the Observation.
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PANAMA-BUENA VISTA UNION ELEMENTARY SCHOOL
DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

6914887467 3P17-005 July 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval/ The Agency did not maintain pay schedules in compliance
Schedule Document/ | with the Government Code and the CCR. Specifically, the pay

Time Base schedule entitled "Confidential, Management and
Administration Staff" was not approved by the Agency's
governing body and it referenced another document in lieu of
disclosing the payrate. In addition, the pay schedule for the
California School Employees Association did not include a
time base for the payrates as required by CCR section 570.5.
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PANAMA-BUENA VISTA UNION ELEMENTARY SCHOOL

Area

2 | Payrates

Exception

Additional
Compensation

DISTRICT

Observation

The Agency reported payrates that included additional
compensation for two sampled employees, one active and
one who retired in June 2017. Specifically, the employees had
longevity pay added to their base payrate. The active
employee had longevity pay of $400 per month added to base
payrate and increases to the retired employee’s hourly base
payrate ranged from $1.15 to $1.73 per hour. The incorrect
reporting resulted in increases to the employees’ reported
payrates that were not in compliance with Government Code
section 20636.1.

3 Payrates

Full-time
Payrate

The Agency did not report full-time payrates for a sampled
employee who retired in June 2017. Specifically, the
employee’s reported payrates were not based on a 40-hour
workweek for all months of a year as required by Government
Code section 20636.1. The Agency reported a monthly
payrate of $2,588.08 for the retired employee in the pay
period ended January 31, 2016; however, the correct monthly
payrate to report was $2,742.46. The payrates reported
reflected a workweek of less than 40 hours and were not
based on all 12 months of the year. The incorrect reporting
resulted in a decrease to the employee’s reported payrate that
was not in compliance with Government Code section
20636.1.

4 Payrates

Payrate
Adjustments

The Agency did not report payrates in the periods earned for
two sampled employees, one active and one who retired in
June 2017. Specifically, the retired employee worked for the
Agency in July 2015 with an hourly payrate of $14.54 and
September 2015 with an hourly payrate of $11.34; however,
the Agency reported the payrates to CalPERS when the
compensation was paid to the employee in August 2015 and
October 2015, respectively. In addition, the active employee
received a three percent payrate increase from $65.83 per
hour to $67.80 per hour that was retroactive to July 1, 2015;
however, the Agency reported the payrates to CalPERS when
the compensation was paid to the employee in August 2015.
The incorrect reporting resulted in payrates reported that were
not in compliance with Government Code section 20630
which states that when compensation is reported to the board,
the employer shall identify the pay period in which the
compensation was earned regardless of when it is reported or
paid.
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PANAMA-BUENA VISTA UNION ELEMENTARY SCHOOL

DISTRICT
Area Exception Observation
5 Payrates Incorrect The Agency incorrectly reported payrates for two sampled
Payrate active employees. Specifically, the Agency identified the
employees’ payrates as monthly instead of daily when
reporting to CalPERS. For example, the Agency reported a
monthly payrate of $526.65 in the pay period ended
July 31, 2015 and should have reported a daily payrate of
$526.65. The incorrect reporting resulted in reduction to the
employees’ reported payrates that were not in compliance
with Government Code section 20636.1.
6 Payrates Non- The Agency incorrectly reported overtime for an active
Reportable | classified employee. Specifically, the Agency reported a daily
Payrate payrate of $125 in the July 2016 pay period and an hourly

payrate of $5.77 in the November 2016 pay period for
additional time teaching a Saturday CPR class which was
outside of the employee's regular work schedule. The
employee was already compensated for working full-time and
the additional pay would constitute overtime. Government
Code section 20636.1 defines full-time employment for
classified employees as 40 hours per week. Government
Code section 20635 stipulates overtime shall be excluded for
services performed in excess of the hours of work considered
normal for employees on a full-time basis. The payrates
reported for the sampled employee reflected a workweek of
more than 40 hours, which resulted in an increase to the
employee’s reported monthly payrate not in compliance with
Government Code section 20636.1.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Payrate Increases Review

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
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PANAMA-BUENA VISTA UNION ELEMENTARY SCHOOL
DISTRICT

o website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five
years; and

« Not reference another document in lieu of disclosing the payrate

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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MONTEBELLO UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification
7288374822 3P17-006 March 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Sampled employees’ payrate increases were reviewed for compliance with Government Code
sections 20636.1, 7522.34(a) and corresponding sections of the CCR section 570.5 and no
exceptions were noted.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;
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« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each
identified position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or
annually;

o Be posted at the office of the employer or immediately accessible and available for
public review from the employer during normal business hours or posted on the
employer's internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five
years; and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared.

Summarized Response

A response was not required because there were no Observations noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification

2215441921 3P17-007 July 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Approval/ The Agency did not maintain pay schedules in compliance
Schedule Time Base/ | with the Government Code and CCR. Specifically, the pay
Incorrect schedule in effect March 1, 2015 for the 2014-15 Classified
Payrates Salary Schedule was not approved and did not include the
time base for the hourly and monthly payrates as required by
CCR section 570.5. In addition, the pay schedule in effect
July 1, 2015 for the 2015-16 Monterey County Office of
Education did not list payrates based on a full-time workweek
which is defined as 40 hours per week per Government Code
section 20636.1.
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Area Exception Observation

2 Payrates Additional The Agency reported a payrate that included additional
Compensation | compensation for an active employee. Specifically, the active
employee had $1.50 per hour for longevity pay added to base
payrate in the pay period ended July 31, 2016. The incorrect
reporting resulted in an increase to the employee’s reported
payrate that was not in compliance with Government Code
section 20636.1.

3 Payrates Full-time The Agency did not report full-time payrates for two sampled
Payrate active employees. Specifically, the employees’ reported
payrates were not based on a 40-hour workweek for all
months of a year as required by Government Code section
20636.1. For example, the Agency reported a monthly payrate
of $10,615 for one of the employees in the pay period ended
November 30, 2016; however, the reported monthly payrate
should have been $12,968.80. The payrates reported
reflected a workweek of less than 40 hours and were not
based on all 12 months of the year. The incorrect reporting
resulted in a decrease to the employees’ reported payrates
that were not in compliance with Government Code section
20636.1.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five
years;
and

« Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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TUSTIN UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

1302283599 3P17-008 March 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and CCR. Specifically, the pay

schedule in effect July 1, 2016 for Certificated Represented
Employees did not include the time base for annual payrates.
In addition, the pay schedule entitled “Classified Non-
Bargaining Salary Schedule” in effect for Fiscal Years 2012-
13, 2013-14 and 2015-16 did not include the time base for
hourly payrates and were not duly approved and adopted by
the Agency’s governing body as required by CCR section
570.5.
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2 Payrates

TUSTIN UNIFIED SCHOOL DISTRICT

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for three sampled employees, two active and
one who retired in January 2015. Specifically, one of the
active employees and the retired employee had longevity pay
added to their base payrate. The amounts ranged from $.43 to
$.60 per hour for the active employee and $207.00 to $274.00
per month for the retired employee. The other active
employee had a Masters Stipend added to their base payrate.
The amounts ranged from $222.20 to $228.90 per month. The
incorrect reporting resulted in an increase to the employees
reported payrates that were not in compliance with
Government Code section 20636.1.

3 Payrates

Excessive
Payrate

The Agency reported excessive monthly payrates for a
sampled active certificated employee. Specifically, the Agency
added additional compensation for a Master’s Stipend and
also divided the annual salary by 10 months instead of 11
months. The base annual salary for the employee’s position
during the 2015-16 school year was $85,948 and the
employee worked 11 months during the year. The Agency
reported a monthly base salary of $8,594.80; however, the
correct monthly payrate to report was $7,813.45. The
incorrect reported resulted in an increase to payrates reported
that were not in compliance with Government Code section
20636.1. Government Code section 20630 states when
compensation is reported to the board, the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

4 | Payrates

Full-Time
Payrates

The Agency did not correctly report full-time payrates for a
sampled classified employee who retired in January 2015.
Specifically, the reported payrates were not based on a 40-
hour workweek for all months of a year as required by
Government Code section 20636.1. For example, the Agency
reported a monthly payrate of $4,022 for the employee in the
pay period ended August 31, 2012; however, the reported
monthly payrate should have been $3,915.60. The payrates
reported for the retired sampled employee reflected a
workweek of less than 40 hours and the payrates were not
based on all 12 months of the year. The incorrect reporting
resulted in decreases to the employees reported payrates that
were not in compliance with Government Code section
20636.1.
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Area Exception Observation
5 Payrates Non- The Agency reported a payrate that was not reportable for the
Reportable | active certificated employee noted in Observation 3.

Payrate Specifically, the Agency reported an hourly payrate of $25.40
for time the employee spent attending a three-day planning
and personal development workshop in July 2015. The
payrate reported was not the normal rate of pay or base pay
of the member and the payrate was not listed in the Agency’s
publicly available pay schedule as defined in Government
Code section 20636.1.

6 Payrates Payrate The Agency did not report a retroactive salary adjustment

Adjustments | covering all months worked by an active employee.
Specifically, the employee received a three percent salary
increase in March 2017 retroactive to July 1, 2016. The
Agency reported a retroactive salary adjustment back to
September 1, 2016; however, the employee began working
during the school year in August 2016. The incorrect reporting
resulted in payrates reported that were not in compliance with
Government Code section 20636.1. Government Code
section 20630 states when compensation is reported to the
board, the employer shall identify the pay period in which the
compensation was earned regardless of when it is reported or
paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency partially disagreed with Observationl, disagreed with Observation 4, and provided
additional information. OFAS reviewed the information and revised Observation 4.

Payrate Increases Review Page A-32



SANTEE ELEMENTARY SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

1609459360 3P17-009 July 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for a sampled employee who retired in June
2015. Specifically, the employee had longevity pay added to
base payrate in five sampled pay periods. For example, the
Agency reported a monthly payrate of $4,015.02 in the pay
period ended September 30, 2013 and the correct monthly
payrate to report was $3,238. The incorrect reporting resulted
in an increase to the employee’s reported payrate that was
not in compliance with Government Code section 20636.1.
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Area Exception Observation

Payrates Excessive The Agency incorrectly reported an excessive payrate when it
Payrate reported a retroactive salary adjustment for an active
classified employee. Specifically, the Agency reported a
payrate of $27.48 per hour between October 1, 2015 through
March 31, 2016, which is an overtime payrate based on
$18.32 per hour. The incorrect reporting resulted in an
increase to the employee’s reported payrate that was not in
compliance with Government Code section 20636.1.

Payrates Payrate The Agency used an incorrect payrate while reporting
Adjustments | retroactive salary adjustments for a sampled active employee.
Specifically, the Agency reported an incorrect payrate when
the employee received a payrate increase in the middle of the
pay period ended October 31, 2015. The Agency reported the
active employee’s new payrate of $18.32 per hour for the
entire pay period. The Agency should have reported the old
hourly payrate of $17.02 from October 1, 2015 through
October 25, 2015 and reported the new hourly payrate of
$18.32 from October 26, 2015 through October 31, 2015. The
incorrect reporting resulted in an increase to reported
payrates that were not in compliance with Government Code
section 20636.1. Government Code section 20630 states
when compensation is reported to the board, the employer
shall identify the pay period in which the compensation was
earned regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and
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« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observations noted in the report.
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LOMPOC UNIFIED SCHOOL DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

3833126652 3P17-010 December 1, 1948 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Revision with the Government Code and CCR. Specifically, the pay
Date / schedule in effect July 1, 2014 for the classified bargaining

Time Base |unit was not approved by the Agency’s governing body and
did not indicate revision dates. In addition, the pay schedule in
effect July 1, 2015 for teachers & nurses did not indicate a
time base for annual payrates as required by CCR section
570.5.
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2 Payrates

LOMPOC UNIFIED SCHOOL DISTRICT

Exception

Additional
Compensation

Observation

The Agency incorrectly reported payrates that included
additional compensation for one sampled active employee.
The employee had out-of-class pay and longevity pay added
to base payrate and the amounts ranged from $0.47 to $2.02
per hour. The incorrect reporting resulted in an increase to the
employee’s reported payrates that were not in compliance with
Government Code section 20636.1.

3 Payrates

Full-Time
Payrate

The Agency did not correctly report full-time payrates for an
active sampled classified employee. Specifically, the reported
payrates were not based on a 40-hour workweek for all
months of a year as required by Government Code section
20636.1. For example, the Agency reported a monthly payrate
of $2,281.14 for the pay period ended September 30, 2013;
however, the reported monthly payrate should have been
$3,026. The payrates reported for the sampled employee
reflected a workweek of less than 40 hours and the payrates
were not based on all 12 months of the year. This resulted in a
decrease to the employee’s reported monthly payrates that
were not in compliance with Government Code section
20636.1.

4 Payrates

Excessive
Payrates

The Agency reported excessive payrates for two full-time
certificated employees, one active and one who retired in
June 2016. Specifically, the Agency incorrectly divided the
annual salaries by 10 months instead of by 11 months to
report payrates for each of the months worked. For example,
the base annual salary for the retired employee’s position
during the 2014-15 academic year was $72,254 and the
employee worked during 11 months. In the pay period ended
September 30, 2014 the Agency reported a monthly payrate
of $7,225.40; however, the correct monthly payrate to report
was $6,568.55. The payrates were not reported for each
monthly pay period as earned and increased the employee’s
reported monthly payrates. The payrates were not reported in
compliance with Government Code section 20636.1.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when reported or paid.
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Area

5 Payrates

Exception

Excessive
Payrates

Observation

The Agency reported excessive payrates for two certificated
employees, one active and one who retired in June 2016.
Specifically, the Agency divided the employees’ annual salary
by 185 days worked per year instead of 11 months worked
per year. For the active employee, the Agency reported a
daily payrate of $441.48 along with 40 hours as the scheduled
workweek hours which resulted in a payrate reported
equivalent to a monthly payrate of $9,565.40. The employee’s
annual payrate listed in the pay schedule was $81,670, and
the Agency should have divided the annual payrate by each of
the 11 months worked and reported a monthly payrate of
$7,424.55 ($81,670 / 11 months = $7,424.55). In addition, the
employee received 0.87 years of service credit in Fiscal Year
2015-16 rather than a full year. Certificated employees
receive one year of service credit per fiscal year for an
academic year of service per Government Code section
20962. For the retired employee, the Agency reported a daily
payrate of $406.17 along with 40 hours as the scheduled
workweek hours which resulted in a payrate reported
equivalent to a monthly payrate of $8,800.57. The employee’s
annual payrate listed in the pay schedule was $75,145 and
the employee worked 185 days during 11 months of the year,
from August through June. The Agency should have reported
a monthly payrate of $6,831.36 for each of the eleven months
worked ($75,145 / 11 months = $6,831.36). In addition, the
employee received 0.87 years of service credit in Fiscal Year
2015-16 rather than a full year. Furthermore, the excessive
payrates were within the highest final compensation period
and were used to calculate the employee’s final
compensation. As a result, the employee’s retirement
allowance was overstated. To ensure that certificated
employees’ reported payrates are accurate and they receive
one year of service credit for an academic year, the Agency
should report monthly or base payrates as defined in
Government Code sections 20636.1, 20962 and CCR section
570.5.
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Area

6 Payrates

Exception

Payrate
Adjustments

Observation

The Agency did not report payrate adjustments in the periods
earned for an active classified employee. For example, the
Agency reported a retroactive salary adjustment with a
monthly payrate of $3,249 for the period September 1, 2014 to
May 31, 2015; however, the effective date of the pay increase
was July 1, 2014. The Agency should have reported the
payrate for the corresponding periods the employee worked in
the position. The incorrect reporting resulted in payrates
reported that were not in compliance with Government Code
section 20636.1. Government Code section 20630 states
when compensation is reported to the board, the employer
shall identify the pay period in which the compensation was
earned regardless of when reported or paid.

7 Payrates

Reduced
Payrate

The Agency reported an incorrect payrate for an active
classified employee. Specifically, the Agency reported a
monthly payrate of $2,824 in the pay period ended

July 31, 2013; however, the Agency should have reported a
monthly payrate of $2,895. The Agency explained they
reported a payrate in error that was one step above the
summer position payrate on the classified bargaining unit pay
schedule. The incorrect reporting resulted in a decrease to the
employee’s reported payrate that was not in compliance with
Government Code section 20636.1.

8 Payrates

Payrate
Adjustments

The Agency reported incorrect payrates for 22 retroactive
special compensation adjustments for two sampled
employees, one active classified employee and one
certificated employee who retired in June 2016. Specifically, in
21 instances the Agency reported amounts paid for out-of-
class pay, longevity pay, and a master stipend pay as the
monthly payrate; however, the payrates listed in the pay
schedule should have been used. The incorrect payrates
ranged from $1.60 to $252 per month. In the one other
instance the Agency reported the amount paid for out-of-class
pay as an hourly payrate. The payrate reported was $65.28
and the correct amount to report was $17.46 per hour. In
addition, the Agency reported an incorrect effective date for a
retroactive special compensation adjustment. The Agency
reported a $21.54 monthly payrate effective

September 1, 2014; however the correct effective date was
August 15, 2014. The incorrect reporting resulted in a
decrease to the employees' reported monthly payrates and an
increase to the reported hourly payrate that were not in
compliance with Government Code section 20636.1.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
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Area Exception Observation

when reported or paid.

Payrates Non- The Agency incorrectly reported payrates for overtime hours
Reportable |for two full-time certificated employees, one active and one

Payrate who retired in June 2016. Specifically, the Agency reported
payrates for two full-time certificated employees who were
contracted to work 185 days in the academic year. The
Agency reported a daily payrate of $105 for the active
employee to work two additional days for classroom
preparation during August 2015 that was outside of the 185
contracted days. In addition, the Agency reported an hourly
payrate of $26.95 for the retired employee to attend training
during August 2015 that was outside the 185 contracted days.
Government Code section 20635.1 stipulates compensation
for overtime is excluded for services performed in excess of
the hours of work considered normal for employees on a full-
time basis and if a member concurrently renders service in two
or more positions, one of which is full-time, service in the part-
time position shall constitute overtime.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency indicated agreement with the Observations noted in the report and has started to
resolve the Observations.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification

7400784096 3P17-011 March 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule | Revision Date / | with the Government Code and CCR. Specifically, the pay
Time Base schedule in effect July 1, 2015 for the Rincon Valley Union

School District Classified group, was not approved by the
Agency'’s governing body, did not indicate revision dates, and
did not include the time base for hourly payrates as required
by CCR section 570.5.
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Area Exception Observation

2 | Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for three sampled employees, one active and
two who retired in June 2016 and December 2016.
Specifically, the employees had longevity pay added to their
base payrate. The variances ranged from $1.60 to $5.09 per
hour. The incorrect reporting resulted in an increase to the
employees’ reported payrates that were not in compliance
with Government Code section 20636.1.

3 | Payrates Pay Schedule | The Agency reported a payrate for a position that was not
listed on a pay schedule for one employee. Specifically, the
Agency reported a payrate for the Summer Stock Clerk
position in the pay period ended July 31, 2014; however, the
position title was not listed on the pay schedule as defined in
Government Code section 20636.1 and CCR section 570.5.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: 8 20120, 8 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 2 noted in the report and provided additional information.
OFAS reviewed the information and concluded that the Observation will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification

2665164406 3P17-012 January 1, 1949 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Time Base | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedules in effect July 1, 2013 for Certificated employees
and July 1, 2014 for pre-School employees did not include the
time base as required by CCR section 570.5.
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Area

2 Payrates

Exception

Full-time
Payrate

Observation

The Agency did not report full-time payrates for a sampled
active classified employee in three pay periods. Specifically,
the reported payrates were not based on a 40-hour workweek
for all months of a year as required by Government Code
section 20636.1. For example, in the pay period ended
September 30, 2013 the Agency reported a monthly payrate
of $4,375.14; however, the reported monthly payrate should
have been $5,042.27. The payrates reported for the sampled
employee reflected a workweek of less than 40 hours and the
payrates were not based on all 12 months of the year. This
resulted in an incorrect decrease to the employee’s reported
payrates and was not in compliance with Government Code
section 20636.1.

3 Payrates

Excessive
Payrate

The Agency reported excessive payrates for a certificated
employee who retired in July 2014. Specifically, the Agency
reported an hourly payrate of $67.59 for the period August
2012 through June 2013; however, the equivalent monthly
payrate was 70 percent higher than the correct monthly
payrate of $6,820.38. The employee’s annual payrate listed in
the pay schedule was $75,024.19 and the employee worked
185 days, six hours per day, during 11 months of the year,
from August through June. The Agency should have reported
a monthly payrate of $6,820.38 for each of the eleven months
worked ($75,024.19 / 11 months = $6,820.38). Instead, the
Agency reported an hourly payrate of $67.59 along with 40
hours as the scheduled workweek hours. This resulted in a
payrate reported equivalent to a monthly payrate of
$11,715.60 and the employee incorrectly receiving 0.652
years of service credit in Fiscal Year 2012-13 rather than a full
year. Certificated employees receive one year of service credit
per fiscal year for an academic year of service per
Government Code section 20962. Furthermore, the excessive
payrates were within the highest final compensation period
and were used to calculate the employee’s final
compensation. As a result, the employee’s retirement
allowance was overstated. To ensure that certificated
employees’ reported payrates are accurate and they receive
one year of service credit for an academic year, the Agency
should report monthly or base payrates as defined in
Government Code sections 20636.1, 20962 and CCR section
570.5.
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Payrates

OAK PARK UNIFIED SCHOOL DISTRICT

Exception

Pay Schedule

Observation

The Agency reported a payrate that was not listed on a pay
schedule for the sampled employee discussed in Observation
3. Specifically, the Agency reported an hourly payrate of
$25.00 for six hours the employee was paid to drive a shuttle
in July 2012; however, the Agency’s pay schedule did not list
the position or payrate as defined in Government Code
section 20636.1 and CCR section 570.5.

Payrates

Payrate
Increase

Payrates were incorrectly reported for a sampled active
employee. Specifically, the employee received an hourly pay
increase from $15.40 to $16.38 in the middle of the work
period June 18 through July 24, 2013; however, the Agency
reported an hourly payrate of $15.90 for the pay period July 1
through July 31, 2013. In another instance, the employee
received a payrate increase from $16.38 to $17.20 in the
middle of the work period June 16 through July 1, 2014;
however, the Agency reported an hourly payrate of $16.38 for
the pay period July 1 through July 31, 2014. The Agency
should have reported both the old and the new payrate with
the corresponding earnings for the period earned. The
incorrect reporting resulted in payrates reported that were not
in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;
Indicate an effective date and date of any revisions;
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« Be retained by the employer and available for public inspection for not less than five years;
and
« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observations 1, 2, 3 and 5 and provided additional information. OFAS
reviewed the information and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
State Miscellaneous
4571564642 3P17-013 January 1, 1932 Peace Officers - Fire Fighters
State Safety

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective The Agency did not maintain pay schedules in compliance
Schedule Dates / with the Government Code and CCR. Specifically, the pay

Time Base schedule entitled “State of California Civil Service Pay Scale”
and the “State of California Exempt Pay Scale” did not
indicate the effective dates and did not include the time base
for the payrates as required by CCR section 570.5.
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Area

Payrates

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for two sampled employees, one active and
one who retired in November 2014. Specifically, the Agency
added extended duty pay, recruitment pay, and education
incentive pay to the active employee’s base payrate in
combined amounts of $75 to $2,514.25 per month and
extended duty pay, recruitment and retention pay, and
longevity pay to the retired employee’s base payrate in
combined amounts of $1,426 to $3,819.82 per month. The
incorrect reporting resulted in an increase to the employees’
reported payrates that were not in compliance with
Government Code section 20636.

Payrates

Payrate
Increase

The Agency reported incorrect payrates for two sampled
active employees. Specifically, the employees received
payrate increases in the middle of three pay periods and the
Agency incorrectly reported the payrates and effective dates
for the increases. The first sampled employee received an
increase to base payrate from $6,104 to $7,903 per month
effective March 23, 2015. The second sampled employee
received an increase to base payrate from $5,831 to $6,963
per month effective March 1, 2016 and $7,172 to $12,808 per
month effective January 12, 2017. The Agency reported the
old and new monthly payrates for the entire pay periods
instead of for the corresponding periods. The incorrect
reporting resulted in an increase to the employees’ reported
payrates that were not in compliance with Government Code
section 20636. Government Code section 20630 states when
compensation is reported to the board the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
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o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management
Division to identify and make adjustments, if necessary, to any impacted active and retired member
accounts pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, 8 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observations noted in the
report, however, they provided additional information. OFAS reviewed the information and
concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
State Miscellaneous
1030033524 3P17-014 January 1, 1932 Peace Officers — Fire Fighters

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective The Agency did not maintain pay schedules in compliance
Schedule Date / with the Government Code and the CCR. Specifically, the pay

Time Base schedule entitled “State of California Civil Service Pay Scale”
did not indicate an effective date and did not include the time
base for the payrates. In addition, pay letters did not include
the time base for the payrates as required by CCR section
570.5.
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Area Exception Observation
2 Payrates Payrate The Agency reported incorrect payrates for a sampled active
Increase employee. Specifically, the employee received a monthly

payrate increase from $6,772 to $9,813 effective

May 14, 2015 and the Agency incorrectly reported the old and
new payrates for the entire pay period instead of reporting the
payrates during the correct periods earned. The incorrect
reporting resulted in an increase to the employee’s reported
payrate that was not in compliance with Government Code
section 20636. Government Code section 20630 states when
compensation is reported to the board the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

e Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, 8 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observations noted in the report and provided additional
information. OFAS reviewed the information and concluded that the Observations will remain as

stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
State Miscellaneous
1522836026 3P17-015 January 1, 1932 Peace Officers — Fire Fighters

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and CCR. Specifically, the

California State University pay schedules for Fiscal Years
2015-16 and 2016-17 were not approved by the Agency’s
governing body and the pay schedules did not include a time
base for monthly and annual payrates as required by CCR
section 570.5.
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Area

2 Payrates

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for two sampled employees, one active and
one who retired in September 2016. Specifically, grant related
instructional faculty award pay was added to base payrate for
the sampled active employee in amounts that ranged from
$1,211 to $1,363 per month, and a department chair stipend
was added to base payrate for the retired sampled employee
in amounts that ranged from $1,589 to $1,860 per month. The
incorrect reporting resulted in an increase to the employees’
reported payrates that were not in compliance with
Government Code section 20636.

3 Payrates

Incorrect
Payrate

The Agency incorrectly reported payrates and earned periods
for a sampled active part-time employee. Specifically, the
Agency reported payrates based on teaching units and did not
report payrates during the correct periods earned. For
example, the sampled employee taught a summer course
from June 18, 2014 to July 29, 2014 and was paid $4,611.20.
The Agency divided the salary by four teaching units and
reported a monthly payrate of $1,152.80 for the period

July 1, 2014 to July 28, 2014. The Agency should have
reported the employee’s full-time monthly payrate for the
periods June 18, 2014 to June 30, 2014 and July 1 to

July 28, 2014. The incorrect reporting resulted in a decrease
to the employee’s reported payrates that were not in
compliance with Government Code section 20636. The
incorrect reporting also resulted in payrates that were not
reported during the correct periods earned. Government Code
section 20630 states when compensation is reported to the
board the employer shall identify the pay period in which the
compensation was earned regardless of when it is reported or
paid.

4 Payrates

Reduced
Payrate

The Agency incorrectly reported payrates for two sampled
employees, one active and one who retired in September
2016. Specifically, the Agency reported understated payrates
and reported payrates for months the employees did not work.
The errors occurred because the Agency reported payrates
over a 12-month period from July to June; however, the
employees worked over a 10-month period from September to
June. For example, the Agency reported a monthly payrate of
$8,075 based on a 12-month period for the pay period ended
July 30, 2015 for the sampled active employee. The correct
monthly payrate to report for working a 10-month period was
$9,690. For the sampled retired employee, the Agency
reported a monthly payrate of $8,415 based on a 12-month
period for the pay period ended September 30, 2014. The
correct monthly payrate to report for working a 10-month
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Area Exception Observation

period was $10,098. The incorrect reporting resulted in a
decrease to the employees’ reported payrates that were not in
compliance with Government Code section 20636. The
incorrect reporting also resulted in payrates reported for
periods the employees’ did not work. Government Code
section 20630 states when compensation is reported to the
board the employer shall identify the pay period in which the
compensation was earned regardless of when it is reported or
paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observations 1 and 2 and provided additional information.
Additionally, the Agency did not indicate an agreement or disagreement with Observation 4 and
provided additional information. OFAS reviewed the information and concluded that the
Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
State Miscellaneous
5289573488 3P17-016 January 1, 1932 Peace Officers — Fire Fighters

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code (GC) sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and CCR. The California State

University pay schedules for Fiscal Years 2014-15 and
2016-17 were not approved by the Agency’s governing body
and the pay schedules did not include a time base for monthly
and annual payrates as required by CCR section 570.5.
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Area

Payrates

Exception

Reduced
Payrate

Observation

The Agency incorrectly reported payrates for two sampled
employees, one active and one who retired in June 2016.
Specifically, the Agency reported understated payrates and
payrates for months the employees did not work. The errors
occurred because the Agency reported payrates over a 12-
month period from July to June; however, the employees
worked over a 10-month period from August to May. For the
sampled active employee, the Agency reported a monthly
payrate of $7,161 based on a 12-month period for the pay
period ended January 29, 2015. The correct monthly payrate
to report for working a 10-month period was $8,593.20. For
the sampled retired employee, the Agency reported a monthly
payrate of $4,419 based on a 12-month period for the pay
period ended May 31, 2014. The correct monthly payrate to
report for working a 10-month period was $5,302.80.
Additionally, for the sampled retired employee the Agency
reported a monthly payrate of $4,490 for the pay period ended
July 30, 2014. However, the employee did not work during this
month and therefore there was no payrate to report. The
incorrect reporting resulted in decreases to the employees
reported payrates that were not in compliance with
Government Code section 20636. The incorrect reporting also
resulted in payrates reported for periods the employees did
not work. Government Code section 20630 states when
compensation is reported to the board the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Payrate Increases Review

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet

website;
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« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observations noted in the report and provided additional information.
OFAS reviewed the information and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID

Job Number

Contract Date Classification

1378952925

3P17-017

January 1, 1932 State Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from

employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective The Agency did not maintain pay schedules in compliance
Schedule Date / with the Government Code and CCR. Specifically, the pay
Time Base | schedule entitled “State of California Civil Service Pay Scale”
did not indicate an effective date and did not include the time
base for the payrates as required by section 570.5.
2 Payrates Additional The Agency reported payrates that included additional

Compensation

compensation. Specifically, for one sampled employee who
retired in December 2016, attorney differential pay and
attorney in excluded class pay was added to the base payrate
in amounts that varied from $498.20 to $1,039.32 per month.
The incorrect reporting resulted in an increase to the
employee’s reported payrates that were not in compliance
with Government Code section 20636.

Payrate Increases Review
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Area

3 Payrates

Exception

Payrate
Adjustment

Observation

The Agency used an incorrect payrate while reporting a
retroactive salary adjustment for a sampled active employee.
Specifically, the Agency reported a payrate that was greater
than the employee’s authorized payrate. The Agency reported
a monthly payrate of $10,799 for the pay period ended

June 30, 2016; however, the employee’s authorized monthly
payrate was $9,384. The Agency was unable to provide an
explanation for the incorrect reporting. The incorrect reporting
resulted in an increase to the employee’s reported payrates
that was not in compliance with Government Code section
20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified

position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;

and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management
Division to identify and make adjustments, if necessary, to any impacted active and retired member
accounts pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, 8 20122, 8 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observations 1 and 2 and provided additional information. OFAS
reviewed the information and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
State Miscellaneous
3269363731 3P17-018 January 1, 1932 Peace Officers — Fire Fighters

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and CCR. The California State

University pay schedules for Fiscal Years 2015-16 and
2016-17 were not approved by the Agency's governing body
and the pay schedules did not include a time base for monthly
and annual payrates as required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, 8 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observation noted in the report. OFAS reviewed the disagreement
and concluded that the Observation will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
3907212338 3P17-019 July 1, 1932 State Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and the CCR. Specifically, the

California State University pay schedules for Fiscal Years
2013-14, 2014-15, 2015-16, and 2016-17 were not approved
by the Agency’s governing body and the pay schedules did
not include a time base for monthly and annual payrates as
required by CCR section 570.5.

2 Payrates Additional The Agency incorrectly reported payrates that included
Compensation | additional compensation for a sampled employee who retired
in December 2015. Specifically, a department chair stipend
was added to base payrate in amounts that ranged from
$1,065 to $1,087 per month. The incorrect reporting resulted
in an increase to the employees reported payrates that were
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Area Exception Observation
not in compliance with Government Code section 20636.
3 Payrates Incorrect The Agency reported incorrect payrates and did not report
Payrate payrates for the period earned for two employees, one active

and one who retired in June 2014. Specifically, the Agency
reported partial payrates based on one course unit for
teaching summer courses instead of full-time payrates during
the correct period earned. In addition, the employees worked
less than full-time during the academic year; therefore, the
compensation may be reportable to CalPERS. For the active
employee, the Agency reported a monthly payrate of
$1,956.50 with earnings of $3,913 for the period

July 31, 2015 to August 7, 2015. The monthly payrate
reported was for teaching a summer course from

July 6, 2015 to August 7, 2015 consisting of two units. In
addition, the Agency reported a monthly payrate of $1,716.40
with earnings of $8,582 for the period August 2, 2016 to
August 12, 2016. The monthly payrate reported was for
teaching a summer course from June 6, 2016 to

August 12, 2016 consisting of five units. For the retired
employee, the Agency reported a monthly payrate of
$1,696.50 with earnings of $2,205.45 for the period

July 1, 2012 to July 5, 2012. The monthly payrate reported
was for teaching a summer course from June 4, 2012 to

July 6, 2012 consisting of 1.3 units. In addition, the Agency
reported a monthly payrate of $1,690 with earnings of $2,197
for the period July 1, 2013 to July 4, 2013. The monthly
payrate reported was for teaching a summer course from
June 3, 2012 to July 5, 2012 consisting of 1.3 units. Payrates
were not available listing the full-time payrate for teaching the
summer courses. The incorrect reporting resulted in a
reported payrate that was not in compliance with Government
Code section 20636. The incorrect reporting also resulted in a
payrate that was not reported for the periods earned.
Government Code section 20630 states when compensation
is reported to the board the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.
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Area

Payrates

Exception

Reduced
Payrate

Observation

The Agency incorrectly reported payrates for four sampled
employees, two active, one who retired in June 2014, and one
who retired December 2015. Specifically, the Agency reported
understated payrates and reported payrates for months the
employees did not work. The errors occurred because the
Agency reported payrates over a 12-month period from July to
June; however, the academic year calendars and the sampled
employees personnel records indicated the employees
worked in positions that worked a 10-month period from
August to May. For example, the Agency reported a monthly
payrate based on a 12-month period of $10,810 for the pay
period ended January 30, 2014 for a sampled active
employee. The correct monthly payrate to report for working a
10-month period was $12,972. For a sampled employee who
retired in June 2014, the Agency reported a monthly payrate
based on a 12-month period of $4,225 for the pay period
ended July 31, 2012. However, personnel records indicated
the employee did not work in this position during this month
and therefore there was no payrate to report. The incorrect
reporting resulted in a decrease to the employee’s reported
payrates that were not in compliance with Government Code
section 20636. The incorrect reporting also resulted in
payrates reported for periods the employees did not work.
Government Code section 20630 states when compensation
is reported to the board the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Payrate Increases Review

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
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review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Other Matters

1 Error CalPERS records showed a monthly payrate of $5,118 was reported for a
sampled employee who retired in June 2016 for the pay period ended

January 30, 2014. However, the Agency did not have any records of reporting
or the employee receiving that payrate. CalPERS records also showed the
employee worked at California State University at San Francisco (SFSU) and a
monthly payrate of $5,118 was reported by SFSU in the pay period ended
December 31, 2013.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observations 1 and 2, agreed with Observation 3, and did not indicate
agreement or disagreement with Observation 4. The Agency provided additional information. OFAS
reviewed the information and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous
2037651012 3P17-020 January 1, 1932 California Highway Patrol
State Safety

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective The Agency did not maintain pay schedules in compliance
Schedule Date / with the Government Code and CCR. Specifically, the pay

Time Base schedule entitled “State of California Civil Service Pay Scale”
did not indicate an effective date and did not include the time
base for the payrates as required by CCR section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation. Specifically, the Agency added bilingual pay to
base payrate in the amount of $100 per month for an
employee who retired in October 2015. The incorrect reporting
resulted in an increase to the reported payrates that were not
in compliance with Government Code section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws.

« ldentify the position title for every employee position.

e Show the payrate as a single amount or multiple amounts within a range for each identified
position.

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually.

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website.

« Indicate an effective date and date of any revisions.

« Be retained by the employer and available for public inspection for not less than five years.

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observations noted in the report and provided additional information.
OFAS reviewed the information and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
3934113937 3P17-021 January 1, 1932 State Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base / | The Agency did not maintain pay schedules in compliance
Schedule Effective with the Government Code and CCR. Specifically, the pay
Dates schedule in effect July 1, 2015 for Bargaining Unit 12 Craft

and Maintenance employees did not include a time base for
monthly payrates. In addition, the pay schedule entitled “State
of California Civil Service Pay Scale” did not include the time
base for monthly payrates or an effective date as required by
CCR section 570.5.
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Area

2 | Payrates

Exception

Full-time
Payrate

Observation

The Agency reported reduced payrates for a sampled
employee who retired in February 2015. Specifically, the
Agency reported monthly payrates of $2,448.60 and
$2,567.20 for the pay period ended March 31, 2013. At the
time, the employee worked a time base of 80 percent of full-
time and was also on a compensation reduction program
known as the Personal Leave Program of 2012 (PLP 2012).
The Agency should have reported payrates of $3,060.74 and
$3,209 respectively to ensure the employee received the
appropriate amount of service credit and future retirement
benefits. The incorrect reporting resulted in a reduction to the
employee’s reported payrates that were not in compliance
with Government Code section 20636.

3 Payrates

Excessive
Payrate

The Agency reported an excessive payrate for the same
retired employee noted in Observation 2. Specifically, the
Agency reported monthly payrates of $3,060.74 and $3,850
for the pay period ended June 30, 2013. During this pay
period the employee continued to work under the PLP 2012;
however, they worked a time base of 100 percent of full-time.
The first monthly payrate reported of $3,060.74 was correct;
however, the correct second monthly payrate to report should
have been $3,209. The incorrect reporting resulted in an
increase to the employee’s reported payrates that were not in
compliance with Government Code section 20636.

4 | Payrates

Payrate
Adjustment

The Agency used incorrect payrates while reporting prior
period adjustments for the same retired employee noted in
Observation 2. Specifically, the Agency reported a prior period
adjustment with a monthly payrate of $306.07 for the pay
period ended April 30, 2013. The correct monthly payrate to
report was $3,060.74. In addition, the Agency reported a prior
period adjustment with a monthly payrate of $3,401 for the
pay period ended August 31, 2013. The correct monthly
payrate to report was $3,209. The incorrect reporting resulted
in a variance to the employee’s reported payrates that were
not in compliance with Government Code section 20636.
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DEPARTMENT OF FOOD AND AGRICULTURE 15™ DISTRICT

AGRICULTURAL ASSOCIATION

Area Exception Observation
Payrates Payrate The Agency reported an incorrect payrate for a sampled
Increase employee who retired in December 2016. Specifically, the

Agency reported an incorrect payrate when the employee
received a payrate increase in the middle of the pay period
ended October 31, 2015. The Agency reported a monthly
payrate of $2,532.55 for the entire pay period. The Agency
should have reported the old payrate of $2,088 from

October 1, 2015 through October 14, 2015 and reported the
new payrate of $2,555 from October 15, 2015 through
October 31, 2015 with the corresponding earnings. The
incorrect reporting resulted in a variance to the reported
payrates that were not in compliance with Government Code
section 20636. Government Code section 20630 states when
the compensation is reported to the board, the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws.

Identify the position title for every employee position.

Show the payrate as a single amount or multiple amounts within a range for each identified
position.

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually.

Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website.

Indicate an effective date and date of any revisions.

Be retained by the employer and available for public inspection for not less than five years.
Not reference another document in lieu of disclosing the payrate.

Payrate Increases Review Page A-81




DEPARTMENT OF FOOD AND AGRICULTURE 15™ DISTRICT
AGRICULTURAL ASSOCIATION

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observations noted in the
report; however, they provided additional information. OFAS reviewed the information and
concluded that the Observations will remain as stated.
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DEPARTMENT OF FOOD AND AGRICULTURE
46™ DISTRICT AGRICULTURAL ASSOCIATION

Objective and Scope

CalPERS ID Job Number Contract Date Classification

7143572130 3P17-022 January 1, 1932 State Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation

1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule / Time Base | with the Government Code and CCR. Specifically, the pay
schedule entitled “State of California Exempt Pay Scale" did
not indicate an effective date and did not include the time
base for the payrates as required by CCR section 570.5.
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DEPARTMENT OF FOOD AND AGRICULTURE
46™ DISTRICT AGRICULTURAL ASSOCIATION

Area Exception Observation
Payrates Payrate Payrate was incorrectly reported for one sampled employee in
Increase one pay period. Specifically, an employee who retired in

March 2016 received a payrate increase in the middle of a
monthly pay period, July 2014, and the Agency reported an
average of the two payrates for the pay period. The Agency
should have reported the old payrate of $4,625 for the period
July 1, 2014 through July 15, 2014 and the new payrate of
$7,060 for the period July 16, 2014 through July 31, 2014.
The incorrect reporting resulted in an increase to the reported
payrate that was not in compliance with Government Code
section 20636. Government Code section 20630 states when
compensation is reported to the board, the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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DEPARTMENT OF FOOD AND AGRICULTURE
46™ DISTRICT AGRICULTURAL ASSOCIATION

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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HOUSING AUTHORITY OF THE COUNTY OF KERN

Objective and Scope

CalPERS ID Job Number Contract Date Classification

3027364365 3P17-023 November 1, 1965 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and the CCR. Specifically, the

Classification Charts provided for September 2015, May 2016
and September 2016 did not include effective dates as
required by CCR section 570.5.
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HOUSING AUTHORITY OF THE COUNTY OF KERN

Area Exception Observation

Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for a sampled active employee and an
employee who retired in October 2015. Specifically, temporary
upgrade pay of $708.20 was added to the active employee’s
base payrate for performing duties as the interim finance
director during the pay period ended December 9, 2016. In
addition, a cash-out of vacation time of $967.63 was added to
the retired employee’s base payrate in the pay period ending
October 2, 2015. This incorrect reporting resulted in increases
to the employees’ reported payrates that were not in
compliance with Government Code section 20636.

Payrate Incorrect The Agency reported an incorrect payrate for an active
Payrate employee in the pay period ended May 13, 2016. Specifically,
the Agency reported a prior period earnings adjustment of
$62.55 as the monthly payrate; however, the monthly payrate
should have been $2,571.31. This incorrect reporting resulted
in a decrease to the employee’s reported payrate that was not
in compliance with Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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HOUSING AUTHORITY OF THE COUNTY OF KERN

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management
Division to identify and make adjustments, if necessary, to any impacted active and retired member
accounts pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 2 and provided additional information. OFAS
reviewed the information and concluded that the Observation will remain as stated.
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CITY OF LONG BEACH

Objective and Scope

CalPERS ID Job Number Contract Date Classification

Miscellaneous

5919361285 3P17-024 July 1, 1950 Safety - Police
Safety - Fire

Safety - Other

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Revision with the Government Code and CCR. Specifically, the pay
Dates schedule in effect October 1, 2016 was not approved by the

Agency'’s governing body and did not indicate revision dates
as required by CCR section 570.5. Note: A similar observation
was noted in a prior OFAS report issued in July 2013.
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Area

2 Payrates

CITY OF LONG BEACH

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for two sampled employees. Specifically, one
active employee had certification pay and longevity pay added
to base payrate in the amounts of $0.58 to $3.955 per hour.
Another active employee had bilingual pay, education
incentive pay, detective pay, longevity pay, and post pay
added to base payrate and the amounts ranged from $0.80 to
$4.203 per hour. The incorrect reporting resulted in an
increase to reported payrates that were not in compliance with
Government Code section 20636. Note: A similar observation
was noted in a prior OFAS report issued in July 2013.

3 Payrates

Payrate
Increase

Payrates were incorrectly reported for two sampled
employees in five pay periods. Specifically, an active
employee and an employee who retired in October 2015
received payrate increases in the middle of each of the five
pay periods, and the Agency calculated the payrates by
dividing earnings by total hours worked during the pay period.
For example, the Agency reported an hourly payrate of $56.02
for the pay period ended October 3, 2014. The Agency should
have reported the old payrate of $ $54.85 for the period
September 20, 2014 through September 30, 2014 and the
new payrate of $58.75 from October 1, 2014 through October
3, 2014. The incorrect reporting resulted in an increase to
three reported payrates and a decrease to two reported
payrates that were not in compliance with Government Code
section 20636. Note: A similar observation was noted in a
prior OFAS report issued in July 2013.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified

position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
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CITY OF LONG BEACH

review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observations 1 and 3 and provided additional information. OFAS
reviewed the information and concluded that the Observations will remain as stated.
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CITY OF CARSON

Objective and Scope

CalPERS ID Job Number Contract Date Classification

1835910357 3P17-025 May 15, 1969 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Sampled employees’ payrate increases were reviewed for compliance with Government Code
sections 20636, 7522.34(a) and corresponding sections of the CCR section 570.5 and no
exceptions were noted.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:
o Be duly approved and adopted by the employer's governing body in accordance with

requirements of applicable public meetings laws;
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« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared.

Summarized Response

A response was not required because there were no Observations noted in the report.
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CITY OF PALMDALE

Objective and Scope

CalPERS ID Job Number Contract Date Classification
4343936830 3P17-026 March 1, 1974 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Payrates Payrate Payrates were incorrectly reported for a sampled employee
Increase who retired in June 2017. Specifically, the employee received

a monthly payrate increase from $4,693.87 to $4,928.56
effective April 14, 2016; however, the Agency reported the
new payrate effective April 18, 2016. The Agency should have
reported the new payrate with the corresponding earnings
effective April 14, 2016. The incorrect reporting resulted in a
reported payrate that was not in compliance with Government
Code section 20636. Government Code section 20630 states
when compensation is reported to the board the employer
shall identify the pay period in which the compensation was
earned regardless of when it is reported or paid.
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Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report.
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PUBLIC TRANSPORTATION SERVICES CORPORATION

Objective and Scope

CalPERS ID Job Number Contract Date Classification
7408020050 3P17-027 August 10, 1997 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval/ The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the requirements set forth in the Government Code and

CCR. Specifically, the pay schedule in effect July 1, 2016 for
non-represented employees, was not approved by the
Agency'’s governing body and did not indicate the time base
as required by CCR 570.5.
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Area Exception Observation
Payrates Payrate Payrates were incorrectly reported for three sampled
Increase employees, one active and two who retired in

December 2016. Specifically, the employees received payrate
increases in the middle of the pay period ending

July 4, 2015; however, the Agency reported the new payrates
for the entire period. In the first instance, the employee
received a monthly payrate increase from $7,879.73 to
$8,115.47. In the second instance, the employee received a
monthly payrate increase from $10,377.47 to $10,689.47. In
the third instance, the employee received a monthly payrate
increase from $12,251.20 to $12,618.67. The Agency should
have reported both the old and new payrate with the
corresponding earnings for the period earned. The incorrect
reporting resulted in increases to reported payrates that were
not in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, 8 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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COUNTY OF MADERA

Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous
3386221557 3P17-028 December 1, 1949 Safety — County Peace Officer

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Payrates Additional The Agency reported a payrate that included additional
Compensation | compensation for a sampled active employee. Specifically, the
employee’s reported payrate included longevity pay in the
amount of $1,149.85. The incorrect reporting resulted in an
increase to the employee’s reported payrate that was not in
compliance with Government Code section 20636.
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Area Exception Observation
2 Payrates Full-time The Agency reported incorrect payrates for a part-time
Payrate employee who retired in December 2015. Specifically, the

Agency reported monthly payrates in the amount of $1,455.13
and $1,527.88 in pay periods ended January 31, 2014 and
December 31, 2014, respectively, rather than reporting the
full-time payrates listed in the pay schedules of $2,910.25 and
$3,055.77. The Agency should have reported the full-time
payrates along with 40 hours as the scheduled workweek to
ensure the employee received the correct amount of service
credit. The incorrect reporting resulted in an increase to
service credit and decreases to the employee’s reported
payrates that were not in compliance with Government Code
section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Payrate Increases Review Page A-104



COUNTY OF MADERA

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report and provided additional
information for the Other Matter noted in the report. OFAS reviewed the information and
removed the Other Matter from the report.
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CITY OF MILL VALLEY

Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
3204916161 3P17-029 July 8, 1972 Safety — Police
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedules in effect in effect July 1, 2014 and July 1, 2016 for
Non-Represented Employees including Management,
Confidential, and Technical Staff did not include the time base
as required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.
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Summarized Response

The Agency agreed with the Observation noted in the report.
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CITY OF SEASIDE

Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
1781333436 3P17-030 January 1, 1957 Safety - Police
Safety - Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule for part-time salary employees in effect

June 21, 2014 did not indicate the time base, such as hourly,
weekly, biweekly, monthly, or annually as required by CCR
section 570.5.
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Area Exception Observation

2 Payrates Reduced The Agency under-reported the monthly payrate for a
Payrates sampled, part-time employee who retired July 2015.
Specifically, the Agency reported reduced monthly payrates in
four pay periods. The Agency reported monthly payrates of
$979.55 for the pay period ended July 19, 2013, $653.03 for
the pay period ended October 25, 2013, $816.29 for the pay
period ended November 22, 2013, and $1,959.10 for the pay
period ended March 14, 2014. The Agency should have
reported a monthly payrate of $2,612.13 for each pay period.
The payrates were incorrectly converted from an hourly
payrate. The incorrect conversion resulted in reported
payrates that were understated and not in compliance with
Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report and provided additional
information. OFAS reviewed the information and concluded that the Observations will remain

as stated.
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CITY OF PACIFIC GROVE

Objective and Scope

CalPERS ID Job Number Contract Date Classification

Miscellaneous

5070575563 3P17-031 February 1, 1957 Safety - Police
Safety - Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from

employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area

1 Pay
Schedule

Exception

Effective Date
Revision Date

Observation

The Agency did not maintain pay schedules in compliance
with the Government Code and CCR. Specifically, the pay
schedule approved by the City Council on November 19, 2014
did not indicate an effective date or date of any revision as
required by CCR section 570.5.
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Area Exception Observation

2 Payrates Additional The Agency reported a payrate that included additional
Compensation | compensation for a sampled employee who retired in

April 2015. Specifically, the employee had temporary upgrade
pay of $1,037.01 added to base payrate in the pay period
ended April 26, 2014. The incorrect reporting resulted in an
increase to the employee’s reported payrate that was not in
compliance with Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not provide a response to the report.
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CITY OF SOLEDAD

Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
5164257272 3P17-032 October 1, 1987 Safety - Police
Safety - Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Payrates Reduced The Agency reported incorrect payrates for two sampled
Payrates employees, one active employee and one employee who

retired in January 2017. Specifically, the Agency reported
payrates that were less than the normal monthly rate of pay.
Per the Agency, this was due to a staff error on the Agency’s
payroll spreadsheet that was not corrected before submitting
payroll data to CalPERS. The reporting error resulted in
reported payrates that were understated and not in
compliance with Government Code section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
7822963090 3P17-033 April 22, 2012 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Position Title | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule in effect July 1, 2015 did not identify position titles as
required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observation noted in the in
the report; however, they provided additional information. OFAS reviewed the additional
information and concluded that the Observation will remain as stated.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
4957578474 3P17-034 January 1, 1961 Safety-Police
Safety-Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Position Title | with the Government Code and CCR. Specifically, council

member positions were not identified in a pay schedule and
the pay schedule entitled “Classifications and Compensation
for OMCA Members Exhibit A” was not approved by the
Agency'’s governing body as required by CCR 570.5.
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Payrates

CITY OF OROVILLE

Exception

Additional
Compensation

Observation

The Agency reported a payrate that included additional
compensation for a sampled employee who retired in
December 2016. Specifically, the retiree had out-of-class pay
added to base payrate in the amount of $277.13 per month.
The incorrect reporting resulted in an increase to the
employee’s reported payrate that was not in compliance with
Government Code section 20636.

Payrates

Payrate
Increase

The Agency reported an incorrect payrate for the same
sampled employee noted in Observation 2. Specifically, the
Agency reported a payrate increase in the pay period
December 21, 2015 through January 3, 2016 prior to the
payrate increase going into effect. The Agency should have
reported the new payrate of $7,667.97 for the period earned,
January 5, 2016 through January 18, 2016. The incorrect
reporting resulted in a reported payrate that was not in
compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Payrates

Reduced
Payrate

The Agency reported an incorrect monthly payrate for an
active employee. The employee received a monthly payrate
increase from $300 to $400 effective July 6, 2015. However
CalPERS data shows that in subsequent earned periods the
reported monthly payrate fluctuated between $300 and $400.
The incorrect reporting resulted in a decrease to the
employee’s reported payrate that was not in compliance with
Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
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o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

o Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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COUNTY OF COLUSA

Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous
6882588749 3P17-035 January 1, 1950 Safety — County Peace Officer

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Position Title/ | The Agency did not maintain pay schedules in compliance
Schedule Effective Date | with the requirements set forth in the Government Code and
CCR. Specifically, the pay schedule effective January 1, 2015
for miscellaneous employees and the pay schedule, effective
October 1, 2016 for management employees did not include
position titles and did not identify the effective dates as
required by CCR section 570.5.
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Area Exception Observation
2 Payrates Reduced The Agency reported incorrect payrates for a sampled
Payrate employee who retired in May 2015. Specifically, the Agency

reduced the authorized payrate of $4,088.00 by the State’s
Disability Insurance (SDI) payment and reported incorrect
payrates of $2,275.43 in the pay period ending May 31, 2013
and $2,624.00 in the pay period ending June 30, 2013. The
Agency stated the incorrect reporting was due to a clerical
error. The incorrect reporting resulted in a reduction to the
employee’s reported payrates in the amounts of $1,812.57
and $1,464, respectively and were not in compliance with
Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations and provided additional information. OFAS reviewed the
information and revised Observation 2.
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COUNTY OF GLENN

Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous
3880586994 3P17-036 June 1, 1948 Safety — County Peace Officer

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Position Title | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule in effect November 8, 2015 did not include the
employees’ position title as required by CCR section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation. Specifically, the Agency added advanced
certificate pay to base payrate in the amount of $1.01 per hour
for an active employee, and longevity pay to base payrate in
amounts of $.85 to $1.21 per hour for an employee who
retired in December 2016. The incorrect reporting resulted in
an increase to reported payrates that were not in compliance
with Government Code section 20636.
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Area Exception Observation
Payrates Payrate The Agency reported incorrect payrates for two sampled
Increase employees, one active and one who retired in December

2016. Specifically, the Agency reported incorrect payrates in
four pay periods when the employees received pay increases
in the middle of a pay period. For example, the Agency
reported the active employee’s old monthly payrate $4,406.13
for the entire pay period and should have reported the old
payrate and new payrate of $5,375.07 with the corresponding
earnings for the period earned. In another example the
Agency reported the active employee’s new monthly payrate
$6,864 for the entire pay period and should have reported
both the new payrate and old payrate of $5,482.53 with the
corresponding earnings for the period earned. The incorrect
reporting resulted in an increase to reported payrates that
were not in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observations noted in the report;
however, they provided additional information. OFAS reviewed the information and concluded that
the Observations will remain as stated.
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HOUSING AUTHORITY OF THE CITY OF EUREKA

Objective and Scope

CalPERS ID

Job Number

Contract Date Classification

1527097646

3P17-037

March 1, 2003 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from

employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base | The Agency did not maintain a pay schedule in compliance
Schedule with the Government Code and CCR. Specifically, the pay
schedule in effect July 1, 2016 did not include the time base
for the monthly payrates as required by CCR section 570.5.
2 Payrates Additional The Agency reported payrates that included additional

Compensation

compensation. Specifically, one sampled employee who
retired in January 2016, had compensation for additional
hours added to base payrate. The variances ranged from
$294.80 to $1,709.12 per month. The incorrect reporting
resulted in increases to the employee’s reported payrates that
were not in compliance with Government Code section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Other Matters

1 Unused Sick | Agency records showed that the employee discussed in Observation 2 cashed
Leave out 955.40 hours of unused sick leave at retirement. Agency records also
indicated the hours of unused sick leave were reported for additional service
credit.

Payrate Increases Review Page A-136




HOUSING AUTHORITY OF THE CITY OF EUREKA

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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MONTEREY REGIONAL WASTE
MANAGEMENT DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification

7676557366 3P17-038 July 1, 1972 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code (GC) sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective The Agency did not maintain pay schedules in compliance
Schedule Date with the requirements set forth in the Government Code and

the CCR. Specifically, the September 2014 pay schedule did
not include a specified effective date as required by CCR
section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation. Specifically, for one sampled employee who
retired in July 2016, longevity pay was added to the base
payrate in amounts that varied from $124.54 to $314.39 per
month. The incorrect reporting resulted in an increase to the
employee’s reported payrates that were not in compliance
with Government Code section 20636.
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MANAGEMENT DISTRICT

Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
4993886171 3P17-039 September 1, 1965 Safety - Police
Safety - Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area ‘ Exception ‘ Observation

1 Payrates Payrate The Agency reported an incorrect payrate for an employee
Increase who retired in November 2016. Specifically, the employee
received a monthly payrate increase from $6,598.80 to
$6,796.40 in the middle of pay period ended July 3, 2015;
however, the Agency reported $6,658.08, an average of the
two payrates. The Agency should have reported both the old
and the new payrate with the corresponding earnings for the
period earned. The incorrect reporting resulted in an increase
to the employee’s reported payrate for the period

June 20, 2015 through June 30, 2015, and a decrease to the
employee’s payrate for the period July 1, 2015 through

July 3, 2015. The payrates were not reported in compliance
with Government Code section 20636. Government Code
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‘ Exception ‘

Observation ‘

section 20630 states that when compensation is reported to
the board the employer shall identify the pay period in which
the compensation was earned regardless of when it is
reported or paid.

2 Payrate

Excessive
Payrate

The Agency reported a payrate that exceeded the maximum
amount listed on the pay schedule for the same employee
discussed in Observation 1. Specifically, the Agency reported
a payrate of $9,189.09 in the pay period ended

October 21, 2016 and should have reported a monthly payrate
of $7,068. The incorrect payrate included earnings for three
days worked in the following pay period when the employee
retired. The Agency should have reported payrate and
earnings separately for the three days worked. The incorrect
reporting resulted in an increase to the employee’s reported
payrate that was not in compliance with Government Code
section 20636. Government Code section 20630 states when
compensation is reported to the board the employer shall
identify the pay period in which the compensation was earned
regardless of when it is reported or paid.

3 Payrate

Payrate
Adjustment

The Agency used an incorrect payrate while reporting a
retroactive salary adjustment for the same employee
discussed in Observations 1 and 2. Specifically, the employee
received an increase to their monthly payrate from $6,796.40
to $7,068 effective July 1, 2016. However, the Agency
reported the increase in September 2016 retroactive to

July 30, 2016. The Agency should have reported the new
payrate effective July 1, 2016. The incorrect reporting resulted
in a reduced payrate for the period July 1 through

July 30, 2016 that was not in compliance with Government
Code section 20636. Government Code section 20630 states
that when compensation is reported to the board the employer
shall identify the pay period in which the compensation was
earned regardless of when it is reported or paid.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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CITY OF ANAHEIM

Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
6207170049 3P17-040 September 1, 1950 Safety — Police
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Revision Date | The Agency did not maintain pay schedules in compliance
Schedule / Time Base | with the Government Code and the CCR. Specifically, the pay
schedule for the Anaheim Municipal Employees Association
Clerical Employees did not include a revision date and the pay
schedule entitled “Management Classifications and Salary
Ranges” did not include a time base for the payrates as
required by CCR section 570.5.
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Area Exception Observation

2 Payrates Payrate The Agency used an incorrect payrate while reporting a prior
Adjustments | period adjustment for a sampled active employee.
Specifically, the Agency reported an hourly payrate of $15.58
that was less than the employee’s normal hourly payrate
$28.89. The Agency indicated that a payroll system error
caused the Agency to report the incorrect payrate. The
incorrect reporting resulted in a decrease to the employee’s
reported payrate that was not in compliance with Government
Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed in part with Observation 1 and provided additional information. OFAS
reviewed the information and concluded that the Observation will remain as stated.
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CITY OF NEWPORT BEACH

Objective and Scope

CalPERS ID Job Number Contract Date Classification

Miscellaneous
Safety — Police
Safety — Fire
Safety — Other Safety

1545983430 3P17-041 July 1, 1945

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Approval The Agency did not maintain a pay schedule in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule effective December 31, 2011 for Miscellaneous and
Safety employees was not approved by the Agency's
governing body as required by CCR section 570.5.
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Area ‘ Exception ‘ Observation

2 Payrate Reduced The Agency did not report the full monthly payrate for an
Payrates employee who retired December 2016. Specifically, the
Agency under-reported the monthly payrate for the employee
by $533.72 during period ended September 4, 2015. The
Agency should have reported the authorized payrate of
$1,808.28 during this period. The incorrect reporting resulted
in a decrease to the employee’s reported payrate that was not
in compliance with Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

e Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report and has started to resolve the
Observations.
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CITY OF ROCKLIN

Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous

7695678946 3P17-042 July 1, 1972 Safety - Fire
Safety - Police

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Sampled employees’ payrate increases were reviewed for compliance with Government Code
sections 20636, 7522.34(a) and corresponding sections of the CCR section 570.5 and no exceptions
were noted.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.
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Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

o Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared.

Summarized Response

A response was not required because there were no Observations noted in the report.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
3418980609 3P17-043 July 1, 1965 Safety - Police
Safety - Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a hecessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule / Time Base | with the Government Code and CCR. Specifically, the pay
schedule entitled “City of Lake Elsinore MOU 2015 — 2016
Salary Range/Step Schedule” did not indicate an effective
date and did not include the time base for the payrates as
required by CCR section 570.5.
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Area

2 Payrates

CITY OF LAKE ELSINORE

Exception

Additional
Compensation

Observation

The Agency reported payrates that included additional
compensation for a sampled employee who retired in
December 2015. Specifically, the retiree had longevity pay
and compensation related to cash-outs of leave time added to
base payrate. The amounts ranged from $1.38 to $12.72 per
hour. The incorrect reporting resulted in an increase to the
employee’s reported payrates that were not in compliance
with Government Code section 20636.

3 Payrates

Reduced
Payrate

The Agency reported earnings as base payrate for the same
sampled employee discussed above in Observation 2.
Specifically, the Agency reported the retiree’s earnings, which
included additional compensation, as the monthly payrate for
the pay period ended December 29, 2015. The incorrect
reporting resulted in a decrease to the employee’s reported
payrate that was not in compliance with Government Code
section 20636.

4 | Payrates

Payrate
Adjustments

The Agency used an incorrect payrate while reporting a prior
period adjustment for the same sampled employee discussed
above in Observation 2. Specifically, the Agency reported the
adjustment in August 2014 for the pay period ended

January 24, 2014. However, the Agency reported the payrate
that was in effect on August 25, 2014, instead of reporting the
payrate that was in effect during the earned period ended
January 24, 2014. The incorrect reporting resulted in an
increase to the employee’s reported payrate that was not in
compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified

position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
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o Be posted at the office of the employer or immediately accessible and available for public

« review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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WESTERN RIVERSIDE COUNCIL OF GOVERNMENTS

Objective and Scope

CalPERS ID Job Number Contract Date Classification
7871168700 3P17-044 September 26, 1991 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base/ | The Agency did not maintain pay schedules in compliance
Schedule Approval with the Government Code and CCR. Specifically, Western

Riverside Council of Governments Staff Salary Schedule,
effective July 1, 2015, did not include the time base for annual
payrates and was not approved by the Agency’s governing
body as required by CCR section 570.5.
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Area

2 Payrates

Exception

Payrate
Increase

Observation

The Agency reported an incorrect payrate for a sampled
employee who retired in November 2015. Specifically, the
employee received a payrate increase in the middle of a pay
period and the Agency reported a monthly payrate of
$6,601.29 based on the sampled employee’s earnings for the
pay period. The Agency should have reported the old payrate
$6,345.73 and new payrate $6,929.87 with the corresponding
earnings for the period earned. The reported payrate was not
in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

3 Payrates

Payrate
Adjustment

The Agency used an incorrect payrate when reporting
retroactive salary earnings for the same sampled employee
discussed above in Observation 2. Specifically, the Agency
included the employee’s retroactive earnings from

July 1, 2015 through July 5, 2015 in the payrate reported for
the pay period ended July 19, 2015. The Agency should have
reported the earnings and increased payrate as a retroactive
salary adjustment for the period that it was earned. The
incorrect reporting resulted in an increase of $112.67 to the
employee’s reported payrate from $7,276.53 to $7,389.20 that
was not in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

4 Payrates

Excessive
Payrate

The Agency reported an incorrect payrate for the same
sampled employee discussed above in Observation 2.
Specifically, the Agency added the sampled employee’s
earnings from the pay period ended October 29, 2015 with the
sampled employee’s earnings from the pay period ended
October 25, 2015 and reported a monthly payrate based on
the earnings. The incorrect reporting resulted in an increase to
the employee’s reported payrate from $7,276.53 to
$10,550.97 that was not in compliance with Government Code
section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.
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Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not provide a response to the report.
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UNIVERSITY ENTERPRISES, INC

Objective and Scope

CalPERS ID Job Number Contract Date Classification
4469647662 3P17-045 July 1, 1961 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedules effective July 1, 2015 were not approved and
adopted by the Agency’s governing body in accordance with
the requirements of applicable public meeting laws required
by CCR section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for two sampled employees, one active and
one who retired on March 2016. Specifically, the employees
had a pay differential for performing additional duties added to
their base payrate and the amounts ranged from $331.88 to
$1,000 per month. The incorrect reporting resulted in an
increase to the employees reported payrates that were not in
compliance with Government Code Section 20636.
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Area Exception Observation
3 Payrates Payrate The Agency reported an incorrect payrate for a sampled
Increase active employee. Specifically, the employee received a

monthly payrate increase from $6,357 to $8,542 in the middle
of the work period August 16, 2015 through August 31, 2015;
however, the Agency reported a monthly payrate of $7,949 for
the pay period August 1, 2015 through August 31, 2015. The
Agency should have reported the old and new payrate with
the corresponding earnings for the period earned. The
incorrect reporting resulted in a reported payrate that was not
in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board, the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 2 and disagreed with part of Observation 3. OFAS
reviewed the disagreements and concluded that the Observations will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
5050725815 3P17-046 September 2, 1974 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 |Pay Schedule Time Base The Agency did not maintain pay schedules in compliance
with the Government Code and CCR. Specifically, the
Management Confidential Classifications pay schedule
effective July 1, 2015 and March 1, 2017 did not include a
time base for monthly amounts shown as required by CCR
section 570.5

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for an active employee. Specifically, the
employee had compensation for performing additional duties
added to base payrate in amounts that ranged from $506.32
to $531.65 per month. The incorrect reporting resulted in
increases to reported payrates that were not in compliance
with Government Code section 20636.
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Observation

Payrates were incorrectly reported for two sampled
employees, one active and one who retired in January 2016.
Specifically, the sampled employees received payrate
increases in the middle of pay periods and the Agency
incorrectly reported the payrates and effective dates for the
increases. The active employee received a monthly payrate
increase from $8,666.67 to $9,464 to effective May 4, 2016;
however, the Agency reported the new payrate effective
April 27, 2016. In another instance, the active employee
received a monthly payrate increase from $9,644.27 to
$10,126.48 effective June 23, 2016; however, the Agency
reported the new payrate effective June 22, 2016. The retired
employee received a monthly payrate increase from
$4,532.85 to $4,759.49 effective August 19, 2014; however,
the Agency reported the new payrate effective

August 6, 2014. The incorrect reporting resulted in increases
to reported payrates that were not in compliance with
Government Code section 20636.

Payrates

Payrate
Adjustments

The Agency used incorrect payrates while reporting
retroactive salary adjustments for a sampled active employee.
In one instance, the Agency reported a payrate of $5,031.76
for the period January 17, 2015 through August 4, 2015. The
Agency should have reported a payrate of $5,131.76. In
another instance, the Agency reported a payrate of $2,463.24
for the period January 6, 2016 through March 1, 2016. The
Agency should have reported a payrate of $5,337.03. The
incorrect reporting resulted in decreases to reported payrates
that were not in compliance with Government Code section
20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Payrate Increases Review

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified

position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
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review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 3 and provided additional information. OFAS reviewed the
information and concluded that the Observation will remain as stated.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
6652305580 3P17-047 March 1, 1945 Safety - Police
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Time Base / | The Agency did not maintain pay schedules in compliance
Schedule Payrates with the requirements set forth in the Government Code and

the CCR. Specifically, the pay schedules entitled “Resolution
No. 2016-242" and “Resolution No. 2011-218" did not include
the time base and the pay schedule entitled “Resolution No.
2011-218" did not include the payrates for the Administrative
Claims Specialist and Regulatory Claims Analyst positions as
required by CCR section 570.5.
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Area Exception Observation
Payrates Payrate Payrates were incorrectly reported for three sampled
Increase employees, two active and one who retired in March 2017.

Specifically, the sampled employees received payrate
increases in the middle of pay periods and the Agency
incorrectly reported the payrates and effective dates for the
increases. In the first instance, the retired employee received
a monthly payrate increase from $3,967 to $6,215 effective
March 17, 2015; however, the Agency reported the payrate
increase effective April 1, 2015. In the other two instances,
one active employee received a monthly payrate increase
from $10,792.82 to $13,296.51 effective January 9, 2017 and
the other active employee received a monthly payrate
increase from $7,101 to $12,396 effective January 31,2017;
however, the Agency reported the payrate increases as
retroactive adjustments for the entire pay period instead of
reporting the old and new payrates during the correct periods
earned. The incorrect reporting resulted in reported payrates
that were not in compliance with Government Code sections
20636 and 7522.34(a). Government Code section 20630
states when compensation is reported to the board the
employer shall identify the pay period in which the
compensation was earned regardless of when it is reported or
paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
1851068137 3P17-048 August 28, 1986 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule with the requirements set forth in the Government Code and

the CCR. Specifically, the Agency’s pay schedule for Fiscal
Year 2015-16 did not indicate the effective date as required by
CCR section 570.5.
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Area Exception Observation

Payrates Excessive The Agency reported payrates that exceeded the maximum
Payrate amount listed on the pay schedule for a sampled employee
who retired in November 2015. Specifically, in the pay period
ended November 13, 2013, the Agency reported an hourly
payrate of $31.79; however, the maximum amount listed in
the publicly available pay schedule for the employee’s position
was $4,997 per month ($28.83 per hour equivalent). In
addition, in the pay period ended July 9, 2014, the Agency
reported an hourly payrate of $36.05 for the same employee;
however, the maximum amount listed in the publicly available
pay schedule was $5,077 per month ($29.29 per hour
equivalent). The incorrect reporting resulted in an increase to
the employee’s reported payrates that were not in compliance
with Government Code section 20636 and CCR 570.5.

Payrates Additional The Agency reported a payrate that included additional
Compensation | compensation for the same sampled retiree discussed in
Observation 2. Specifically, in the pay period ended

July 9, 2014, the retiree had temporary upgrade pay added to
base payrate in the amount of $3.75 per hour. The incorrect
reporting resulted in an increase to reported payrates that
were not in compliance with Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with Observation 1 and provided additional information. OFAS reviewed the
information and concluded that the Observation will remain as stated.
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WEST VALLEY WATER DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification
2468871866 3P17-049 May 5, 1974 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Position Titles | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and the CCR. Specifically, the

Agency'’s pay schedule did not include a payrate for board
members as required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
(EAMD) to identify and make adjustments, if necessary, to any impacted active and retired member
accounts pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160.

Other Matters

1 Payrates | The Agency paid a meeting stipend to board members pursuant to an
approved ordinance for regular meetings, special and emergency meetings
and outside meetings; however, the stipends were reported as payrate each
month.
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency did not indicate agreement or disagreement with the Observation noted in the report;
however, they provided additional information. OFAS reviewed the information and concluded that
the Observation will remain as stated.
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CITY OF ADELANTO

Objective and Scope

CalPERS ID Job Number Contract Date Classification
3521791811 3P17-050 March 24, 2001 Mlscellanequs
Safety - Police

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule / Time Base | with the requirements set forth in the Government Code and

the CCR. Specifically, the Agency pay schedule reviewed did
not indicate the effective date and did not include the time
base for hourly, monthly and annual payrates as required by
CCR section 570.5.
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Area Exception Observation

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for two sampled employees. Specifically, one
sampled employee who retired in January 2017 had longevity
pay and out of class pay added to their base payrates.
Another sampled employee who retired in February 2017 had
longevity pay added to their base payrates. The amounts of
additional compensation reported for the retirees ranged from
$0.40 to $4.02 per hour. The incorrect reporting resulted in an
increase to the employees reported payrates that were not in
compliance with Government Code section 20636.

3 Payrates Payrate The Agency reported incorrect payrates for the same two
Increase sampled retirees discussed in Observation 2. Specifically, the
retirees received a payrate increase in the middle of a pay
period and the Agency reported the new payrate for the entire
pay period. For the first retiree, the Agency reported an hourly
payrate of $21.98 (which included $0.64 longevity pay) for the
pay period ended July 8, 2016. The Agency should have
reported the old (base) payrate of $13.76 for the period

June 25, 2016 through June 30, 2016 and the new (base)
payrate of $21.34 for the period July 1, 2016 through

July 8, 2016. For the second retiree, the Agency reported an
hourly payrate of $39.45 (which included $1.07 longevity pay
and $1.78 out of class pay) for the pay period ended

July 10, 2015. The Agency should have reported the old
(base) payrate of $35.64 for the period June 27, 2015 through
June 30, 2015 and the new (base) payrate of $36.53 for the
period July 1, 2015 through July 10, 2015. In addition, the
Agency reported an hourly payrate of $51.09 (which included
$1.06 longevity pay) for the pay period ended July 8, 2016.
The Agency should have reported the old (base) payrate of
$36.53 for the period June 25, 2016 through June 30, 2016
and the new (base) payrate of $48.20 for the period

July 1, 2016 through July 8, 2016.The incorrect reporting
resulted in an increase to the retirees’ reported payrates that
were not in compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.
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Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
7955361313 3P17-051 May 5, 2007 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval The Agency did not maintain pay schedules in compliance
Schedule with the requirements set forth in the Government Code and

the CCR. Specifically, the pay schedules, effective

June 3, 2016 and June 2, 2017, were not duly approved and
adopted by the governing body as required by CCR section
570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation. Specifically, two sampled employees, one
active and one who retired in May 2017, had longevity pay
added to their base payrate. The variances ranged from $1.99
to $4.96 per hour. The incorrect reporting resulted in an
increase to the employees’ reported payrates that were not in
compliance with Government Code section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.
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Seummerized Response

The Agency disagreed with the Observations and provided additional information. OFAS
reviewed the disagreements and concluded that the Observations will remain as stated.
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SAN MATEO COUNTY HARBOR DISTRICT

Objective and Scope

CalPERS ID Job Number Contract Date Classification
4208954800 3P17-052 July 2, 1978 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement. .

Results in Brief

Area Exception Observation
1 Pay Time Base The Agency did not maintain a pay schedule in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule entitled “Classification, Wage and Salary Schedule”
in effect July 1, 2014 did not include the time base for the
Executive and Management employees’ payrates as required
by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

o Show the payrate as a single amount or multiple amounts within a range for each
identified position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or
annually;

o Be posted at the office of the employer or immediately accessible and available for
public review from the employer during normal business hours or posted on the
employer's internet website;

e Indicate an effective date and date of any revisions;

o Be retained by the employer and available for public inspection for not less than five
years; and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
6953823005 3P17-053 July 1, 1985 Miscellaneous
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Payrates Payrate The Agency reported incorrect payrates for a sampled
Increase employee who retired in January 2017. Specifically, the

employee received payrate increases in the middle of three
pay periods and the Agency incorrectly reported the payrates
and effective dates for the increases. In the first instance, the
employee received an hourly payrate increase from $26.40 to
$31.36 effective March 18, 2015. The Agency reported the old
and new payrates during the entire pay period instead of
reporting the payrates during the correct periods earned. In
the other two instances, the employee received hourly payrate
increases from $31.36 to $32.93 effective July 1, 2015 and
$32.93 to $34.25 effective July 1, 2016. However, the Agency
only reported the new hourly payrate for the entire pay period

instead of reporting the old and new payrate during the correct
Payrate Increases Review Page A-193




CITY OF SOLVANG

Area Exception Observation

periods earned. The incorrect reporting resulted in an
increase to the employee’s reported payrates that were not in
compliance with Government Code section 20636.
Government Code section 20630 states when compensation
is reported to the board the employer shall identify the pay
period in which the compensation was earned regardless of
when it is reported or paid.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

| Summarized Response |

The Agency agreed with the Observation noted in the report.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
2402960317 3P17-054 July 1, 1945 Safety — County Peace Officer
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and the CCR. Specifically, pay

increases for the County Employees Management Association
(CEMA) group of employees were approved by the governing
body on October 21, 2014; however, pay schedules for the
period effective June 23, 2014 through June 23, 2019 were
not duly approved and adopted by the Agency’s governing
body as required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, 8 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.
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Summarized Response

The Agency agreed with the Observation and provided additional information. OFAS reviewed the
information and concluded that the Observation will remain as stated.

Payrate Increases Review Page A-199



This Page Intentionally Left Blank

Payrate Increases Review Page A-200



CITY OF SANTA CLARA

Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
5184718394 3P17-055 September 1, 1943 Safety — Police
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedules for Professional Engineers, the City of Santa Clara
Employees Association, and Unclassified Positions did not
include the effective dates or dates of revisions as required by
CCR section 570.5.
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Area Exception Observation

2 Payrate Additional The Agency reported payrates that included additional
Compensation | compensation for three employees, two active and one who
retired in February 2017. Specifically, one of the active
employees had longevity pay added to their base payrate and
the variances ranged from $497 to $526.78 per month.
Additionally, one active and one retired employee had
discretionary money from their dental benefit added to their
base payrate and the amounts ranged from $17 to $40.79 per
month. The incorrect reporting resulted in increases to the
employees’ reported payrates that were not in compliance
with Government Code sections 20636 and 7522.34(a)

3 Payrate Excessive The Agency reported payrates that exceeded the maximum
Payrate amount listed on the pay schedule for three employees, two
active and one who retired in February 2017. The employees
received annual payrate increases that were authorized in a
Memorandum of Understanding (MOU); however, the pay
schedule was not amended to reflect the payrate change. As
a result, the reported payrates exceeded the maximum
amounts listed on the pay schedule. For example, the Agency
reported a monthly payrate of $12,733 for one active
employee in the pay period ended December 31, 2016;
however, the maximum amount listed on the pay schedule
was $11,471. The incorrect reporting resulted in increases to
the employees’ reported payrates that were not in compliance
with Government Code sections 20636 and 7522.34(a).

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;
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« Be retained by the employer and available for public inspection for not less than five years;
and
« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observations and provided additional information. OFAS
reviewed the information and revised Observation 2. Observations 1 and 3 will remain as
stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification

Miscellaneous
Safety - County Peace Officer
Safety - Sheriff
Safety - Fire

5468080152 3P17-056 January 1, 1947

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code (GC) sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Approval / The Agency did not maintain pay schedules in compliance
Schedule Effective Date | with the requirements set forth in the Government Code and

/ Revised Date | the CCR. Specifically, the pay schedules posted to the
Agency’s website were not approved by the governing body
and did not identify the effective and revised dates as required
by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency disagreed with the Observation and provided additional information. OFAS reviewed
the information and concluded that the Observation will remain as stated.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
2813736287 3P17-057 June 1, 1989 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Effective Date/ | The Agency did not maintain pay schedules in compliance
Schedule Time Base | with the Government Code and CCR. Specifically, the pay
schedule, approved by the Agency’s Board of Directors on
March 9, 2011, did not indicate an effective date. In addition,
the pay schedule did not include the time base for hourly
payrates as required by CCR section 570.5.
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Area Exception Observation
2 Payrates Excessive The Agency reported a payrate that exceeded the maximum
Payrate amount listed on the pay schedule for an employee who

retired in March 2017. Specifically, in the pay period ended
October 31, 2015, the Agency reported a monthly payrate of
$3,640 ($21 per hour equivalent); however, the maximum
amount listed in the publicly available pay schedule was
$2,946.67 per month ($17 per hour equivalent). The incorrect
reporting resulted in an increase to the employees reported
payrates that were not in compliance with Government Code
section 20636 and CCR section 570.5.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

e Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160
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Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.
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CITY OF TULELAKE

Objective and Scope

CalPERS ID Job Number Contract Date Classification
1151979302 3P17-058 January 1, 1975 Miscellaneous
Safety — Police

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly
calculating member benefits at retirement. Specifically, incorrect reporting could cause the
following: miscalculation of a member’s service credit, miscalculation of a member’s retirement
allowance, delays in processing a member’s retirement benefits, inaccurate retirement estimates,
incorrect payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time
basis during normal working hours. The publicly available pay schedules must meet criteria listed in
CCR section 570.5. Payrates cannot include additional compensation such as special
compensation, must be correctly calculated, must be accurately reported for the period earned, and
cannot be granted or awarded to a member in connection with or anticipation of separation from
employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Sampled employees’ payrate increases were reviewed for compliance with Government Code
section 20636 and corresponding sections of the CCR section 570.5 and no exceptions were noted.

Criteria

Under Government Code sections 20636, 20636.1 and/or 7522.34, payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;
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« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared.

Summarized Response

A response was not required because there were no Observations noted in the report.

Payrate Increases Review Page A-212



CITY OF COTATI

Objective and Scope

CalPERS ID Job Number Contract Date Classification
1533977406 3P17-059 December 1, 1969 Miscellaneous
Safety - Police

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for one employee who retired in September
2016. Specifically, the retiree had supervisory pay added to
base payrate in the amount of $1.74 per hour. In a separate
pay period, the same retiree had performing out-of-class pay
added to base payrate in the amount of $2.49 per hour. The
incorrect reporting resulted in an increase to the employee’s
reported payrates that were not in compliance with
Government Code section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

e Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

o Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management
Division to identify and make adjustments, if necessary, to any impacted active and retired member
accounts pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
5319882353 3P17-060 April 9, 1989 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted to
members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a), and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Payrates Pay Schedule | The Agency reported monthly payrates that did not match pay
schedules for a sampled employee who retired in 2016.
Specifically, the Agency reported a monthly payrate of
$5,137.87 in the pay period ended August 8, 2015 and a
monthly payrate of $5,317.87 in the pay period ended
November 28, 2015; however, the maximum payrate listed in
the pay schedule for the employee’s position in effect during
this period was $5,113.33 per month. In another instance, the
Agency reported a monthly payrate of $5,423.60 in the pay
period ended January 23, 2016; however, the employee’s
position title and pay range were not listed on the pay
schedule in effect during this period. The incorrect reporting
resulted in reported payrates that were not in compliance with
Government Code section 20636.

Payrate Increases Review Page A-215



YOLO EMERGENCY COMMUNICATIONS AGENCY

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

« Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

e Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report and has started to resolve the
Observation.
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Objective and Scope
CalPERS ID Job Number Contract Date Classification
Miscellaneous
7070530249 3P17-061 June 1, 1977 Safety — Police
Safety — Fire

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Exception Observation
1 Pay Time Base | The Agency did not maintain a pay schedule in compliance
Schedule with the requirements set forth in the Government Code and

CCR. The pay schedule entitled “PMMEA Salary Ranges”
effective January 1, 2016 did not indicate the time base as
required by CCR section 570.5.
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Area Exception Observation

Payrates Excessive The Agency reported a payrate that exceeded the maximum
Payrate amount listed on the pay schedule for an active sampled
employee. Specifically, in the pay period ended July 31, 2016,
the Agency reported a monthly payrate of $7,714; however,
the maximum amount listed in the publicly available pay
schedule for the employee’s position was $7,501 per month.
The incorrect reporting resulted in an increase to the
employee’s reported payrate that was not in compliance with
Government Code section 20636 and CCR 570.5.

Payrates Additional The Agency reported payrates that included additional
Compensation | compensation for two sampled employees. Specifically, one
employee who retired in December 2016 and one active
employee had longevity pay added to their base payrates.
The active employee also had additional compensation added
to their base payrate when while working in an interim
position. The amounts of additional compensation reported for
the employees ranged from $179 to $913 per month. The
incorrect reporting resulted in an increase to the employees
reported payrates that were not in compliance with
Government Code section 20636.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

Identify the position title for every employee position;

Show the payrate as a single amount or multiple amounts within a range for each identified
position;

Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;
Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

Indicate an effective date and date of any revisions;

Be retained by the employer and available for public inspection for not less than five years;
and

Not reference another document in lieu of disclosing the payrate.
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Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations and provided additional information for Observation 1.
OFAS reviewed the information and revised Observation 1.
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CITY OF RANCHO CUCAMONGA

Objective and Scope

CalPERS ID Job Number Contract Date Classification
4095864907 3P17-062 January 28, 1978 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Sampled employees’ payrate increases were reviewed for compliance with Government Code
section 20636 and corresponding sections of the CCR section 570.5 and no exceptions were noted.

Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the normal
monthly rate of pay or base pay of the member paid in cash to similarly situated members of the
same group or class of employment for services rendered on a full-time basis during normal work
hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:
o Be duly approved and adopted by the employer's governing body in accordance with

requirements of applicable public meetings laws;
« ldentify the position title for every employee position;
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e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's internet
website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared.

Summarized Response

A response was not required because there were no Observations noted in the report.
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Objective and Scope

CalPERS ID Job Number Contract Date Classification
1035606509 3P17-063 August 6, 1994 Miscellaneous

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, or hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a), and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012, to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enrollment, or employment after retirement.

Results in Brief

Area Exception Observation

1 Pay Effective Date | The Agency did not maintain pay schedules in compliance
Schedule / Time Base | with the Government Code and CCR. Specifically, the pay
schedule for Unrepresented and Management Personnel did
not include an effective date and a time base for monthly and
hourly payrates as required by CCR section 570.5.

2 Payrates Additional The Agency reported payrates that included additional
Compensation | compensation. Specifically, one sampled part-time employee
who retired in December 2016 had longevity pay included with
hourly base payrate in amounts of .53 and .56 cents. This
incorrect reporting resulted in an increase to the employee’s
payrate that was not in compliance with Government Code
section 20636.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members
of the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observations noted in the report.

Payrate Increases Review Page A-224



COUNTY OF EL DORADO

Objective and Scope

CalPERS ID Job Number Contract Date Classification
Miscellaneous
4797218318 3P17-064 January 1, 1965 Safety — County Peace Officer

The objective of our review was to determine whether increases to member payrates were granted
to members and reported to CalPERS in compliance with the Public Employees’ Retirement Law
(PERL). Reporting active member payrates correctly is a necessary precursor to correctly calculating
member benefits at retirement. Specifically, incorrect reporting could cause the following:
miscalculation of a member’s service credit, miscalculation of a member’s retirement allowance,
delays in processing a member’s retirement benefits, inaccurate retirement estimates, incorrect
payment of benefits, and hardship to retired members due to a reduction in benefits.

Payrates must be reported to CalPERS in accordance with Government Code sections 20636,
20636.1, 7522.34(a) and corresponding sections of the California Code of Regulations (CCR)
section 570.5. Specifically, payrate is deemed as the normal monthly rate of pay or base pay of the
member paid pursuant to a publicly available pay schedule for services rendered on a full-time basis
during normal working hours. The publicly available pay schedules must meet criteria listed in CCR
section 570.5. Payrates cannot include additional compensation such as special compensation,
must be correctly calculated, must be accurately reported for the period earned, and cannot be
granted or awarded to a member in connection with or anticipation of separation from employment.

The review was limited to the examination of a sample of active and/or retired employee records for
the period July 1, 2012 to June 30, 2017. Unless otherwise specified, the Office of Audit Services
(OFAS) did not review the Agency’s compliance with the PERL with regard to any areas outside the
scope described herein, including, but not limited to, reported earnings, special compensation,
payroll information, member contributions, membership enroliment, or employment after retirement.

Results in Brief

Area Exception Observation
1 Pay Approval The Agency did not maintain pay schedules in compliance
Schedule with the Government Code and CCR. Specifically, the pay

schedule effective June 28, 2014 and amended on
July 11, 2014 was not duly approved and adopted by the
Agency’s’ governing body as required by CCR section 570.5.
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Criteria

Under Government Code sections 20636, 20636.1 and 7522.34(a), payrate is deemed as the
normal monthly rate of pay or base pay of the member paid in cash to similarly situated members of
the same group or class of employment for services rendered on a full-time basis during normal
work hours, pursuant to a publicly available pay schedule.

Per CCR Section 570.5, a pay schedule, among other things, must:

o Be duly approved and adopted by the employer's governing body in accordance with
requirements of applicable public meetings laws;

« ldentify the position title for every employee position;

e Show the payrate as a single amount or multiple amounts within a range for each identified
position;

« Indicate the time base such as hourly, daily, bi-weekly, monthly, bi-monthly, or annually;

o Be posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website;

« Indicate an effective date and date of any revisions;

« Be retained by the employer and available for public inspection for not less than five years;
and

« Not reference another document in lieu of disclosing the payrate.

Recommendation

The Agency should ensure reported payrates are granted and reported to CalPERS in compliance
with the PERL. The Agency should work with the CalPERS Employer Account Management Division
to identify and make adjustments, if necessary, to any impacted active and retired member accounts
pursuant to Government Code Section 20160.

Government Codes: § 20120, § 20121, § 20122, § 20160

Conclusion

OFAS limited this review to the areas specified in the objective and scope section of this report.
Sample testing procedures provide reasonable, but not absolute, assurance that the Agency
complied with the specific provisions of the PERL and CalPERS contract that were subject to this
review. The results outlined in this report are based on information made available or otherwise
obtained at the time this report was prepared. This report does not constitute a final determination
with regard to the results noted within the report. The appropriate CalPERS divisions will notify the
Agency of the final determinations and provide appeal rights, if applicable, at that time.

Summarized Response

The Agency agreed with the Observation noted in the report.
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