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SIERRA JOINT COMMUNITY COLLEGE DISTRICT

RESULTS IN BRIEF

We reviewed the Sierra Joint Community College District’s (District) enrolled
individuals, member earnings, and required retirement documentation for
employees included in our test sample. A detail of the exceptions is noted in the
Risk and Mitigation Table. Specifically, the following exceptions were noted
during the review:

Value of uniforms and uniform maintenance was not reported.
Regular earnings were not reported up to a 40 hour workweek.

Full time earnings were under reported for one sampled employee.
Non-reportable compensation (overtime) was reported.

Special compensation was incorrectly reported.

Payrate was incorrectly reported for one sampled individual.

Regular earnings were overstated for one sampled employee.
Special compensation (out of class pay) was not reported as earned.
Eligible board member was not offered optional membership.
Temporary/part-time employees hired through temporary employment
agencies were not enrolled in CalPERS membership.

e Aretired annuitant exceeded the 960-hour criterion and was not
reinstated.

BACKGROUND

The California Public Employees’ Retirement System (CalPERS) provides a
variety of programs serving members employed by more than 2,500 local public
agencies as well as state agencies and state universities. The agencies contract
with CalPERS for retirement benefits, with CalPERS providing actuarial services
necessary for the agencies to fund their benefit structure. In addition, CalPERS
provides services which facilitate the retirement process.

CalPERS Employer Services Division (ERSD) manages contract coverage for
public agencies and receives, processes, and posts payroll information.
CalPERS Benefit Services Division (BNSD) provides services for eligible
members who apply for service or disability retirement. BNSD sets up retirees’
accounts, processes applications, calculates retirement allowances, prepares
monthly retirement benefit payment rolls, and makes adjustments to retirement
benefits. The Office of Employer and Member Health Services (EMHS), as part
of the Health Benefits Branch (HBB), provides eligibility and enrollment services
to the members and employers that participate in the CalPERS Health Benefits
Program, including state agencies, public agencies, and school districts.
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Retirement allowances are computed using three factors: years of service, age at
retirement and final compensation. Final compensation is defined as the highest
average annual compensation earnable by a member during the last one or three
consecutive years of employment, unless the member elects a different period
with a higher average. State and school members use the one-year period.
Local public agency members' final compensation period is three years unless
the agency contracts with CalPERS for a one-year period.

The employers’ knowledge of the laws relating to membership and payroll
reporting facilitates the employer in providing CalPERS with appropriate
employee information. Appropriately enrolling eligible employees and correctly
reporting payroll information is necessary to accurately compute a member’s
retirement allowance.

The Sierra Joint Community College District was officially founded in 1936 and is
fully accredited by the Western Association of Schools and Colleges. Itis
governed by a Board of seven trustees who are elected District wide and a
student trustee. Memoranda of Understanding (MOU) outline all classified
District employees’ salaries and benefits and states the terms of employment
agreed upon between the District and its employees.

The Placer County Schools, which includes the District, contracted with
CalPERS, effective July 1, 1949, to provide participation in CalPERS for local
miscellaneous employees. The District’s certificated employees (i.e., school
teachers) participate in the State Teachers’ Retirement System.

Individual school districts within Placer County Schools input members’ payroll
into the Placer County School payroll system. The County Office of Education
(COE) reports the monthly payroll for the school districts through CalPERS’
Automated Communications Exchange System (ACES). The individual school
districts are responsible for making the necessary changes during the school
year to the employee's position, assignment, salary rate, and the addition or
deletion of employees to the payroll system. The COE audits the information
provided by the Districts for any errors/discrepancies prior to entering the
transactions into ACES.

The members reported on the payroll listing are grouped by unit codes. The unit
code is a unique number assigned to the COE and each of the school districts
that are reporting to CalPERS under the same employer code. The Placer
County Schools, employer code 0235, is comprised of the County Office of
Education and 17 school districts. We reviewed the COE and six school districts.
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For the purpose of reporting the results of our review, we used Employer Code
0235 in our review reports and the corresponding unit codes for the school
districts reporting under this employer code. Following are the unit codes of the
COE and the school districts we reviewed:

Placer County Office of Education — Unit Code 050

Sierra Joint Community College District — Unit Code 042

Rocklin Academy — Unit Code 062

Tahoe-Truckee Unified School District — Unit Code 021
Alta-Dutch Flat Union Elementary School District — Unit Code 002
Newcastle Elementary School District — Unit Code 012

Roseville Joint Union High School District — Unit Code 032

SCOPE

As part of the Board approved plan for fiscal year 2009/2010, we reviewed the
District’s payroll reporting and enrollment processes as these processes relate to
the COE’s retirement contracts with CalPERS. The objective of this review was
limited to the determination that the District complied with applicable sections of
the California Government Code (Sections 20000 et seq.) and Title 2 of the
California Code of Regulations and that prescribed reporting and enroliment
procedures were followed. The on-site fieldwork for this review was conducted
on November 16, 2009 through November 18, 2009 and December 14, 2009
through December 15, 2009.

The review period was limited to the examination of sampled records and
processes from July 1, 2006 through June 30, 2009. To accomplish the review
objectives, we performed the following:

v" Reviewed the contract and subsequent amendments the Placer County
Schools had with CalPERS, correspondence files maintained at CalPERS,
and employment agreements the District had with its employees.

v Interviewed key staff members to obtain an understanding of the District’'s
personnel and payroll procedures.
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v Reviewed the payroll transactions and compared the District’s payroll register
with the data reported to CalPERS to determine whether the District correctly
reported employees’ compensation.

v" Reviewed the District’s payroll information reported to CalPERS for the
sampled employees to determine whether employees’ payrates were reported
pursuant to public salary information.

v" Reviewed the District’s process for reporting payroll to CalPERS to determine
whether the payroll reporting elements were reported correctly.

v" Reviewed the District’s enrollment practices pertaining to temporary/part-time
employees, retired annuitants, and independent contractors to determine
whether the individuals met CalPERS membership requirements.

v' Reviewed the District’s classification of employees to determine whether the
District reported employees in the appropriate coverage groups.

v" Reviewed the District’s calculation and reporting of unused sick leave
balances for retiring employees.
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RISK AND MITIGATION TABLE

In developing our opinions, we considered the following risks and mitigations. We also include our observations and

recommendations.

RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

We reviewed payroll records and compensation reported
to CalPERS for a sample of 15 classified employees,
including 12-month, 11-month, and 10-month employees,
over fiscal year 2008/2009.

The earnings reported to CalPERS were reconciled to the
District’s payroll records. The District accurately reported
compensation to CalPERS in our sample, except for the
following instances.

Value of Uniforms and Uniform Maintenance Was Not
Reported

The value of uniforms and uniform maintenance was not
reported for District personnel required to wear uniforms
provided by the District.

Government Code, 8§ 20636.1(c)(1), states, in part,
“Special compensation of a school member includes any
payment received for special skills, knowledge, abilities,
work assignment, workdays or hours, or other work
conditions."”

The District should report the
value of uniforms and uniform
maintenance for employees who
are required to wear uniforms.

The District should work with
CalPERS ERSD to assess the
impact of this non-reporting and
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

Government Code, 8§ 20636.1(c)(6), states, in part, “The
board shall promulgate regulations that delineate more
specifically and exclusively what constitutes special
compensation as used in this section. A uniform
allowance, the monetary value of employer-provided
uniforms... shall be included as special compensation and
appropriately defined in those regulations.”

California Code of Regulations, § 571(a)(5), defines
uniform allowance as, “Compensation paid or the
monetary value for the purchase, rental and/or
maintenance of required clothing, including clothing made
from specially designed protective fabrics, which is a ready
substitute for personal attire the employee would
otherwise have to acquire and maintain. This excludes
items that are for personal health and safety such as
protective vests, pistols, bullets, and safety shoes.”

Earnings Understated

Two sampled employees had earnings understated during
the 2008/2009 fiscal year. Specifically,

e Regular earnings were not reported up to a 40 hour
workweek. One sampled employee was contracted by
the District to work less than full time hours, on a 10-

to determine what adjustments, if
any, are needed.

The District should ensure
earnings for up to a 40 hour work
week are reported at a straight
rate and as regular earnings.

The District should work with
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

month basis, as an instructional aide. The employee

regularly worked six hours per day for an average of 30

hours per week; however, all hours worked, up to 40
hours per week, were reportable to CalPERS at a

straight rate of pay. Timesheets showed the employee
worked 46 hours during the week of March 9, 2009 and

47 hours during the week of March 30, 2009. The
District reported earnings for 30 hours per week;
therefore, the employee’s reported compensation was
understated.

e Full-time regular earnings were under reported: One
sampled employee received a pay increase effective
June 1, 2009. The District correctly reported the
employee’s new payrate during the June 2009 service
period; however, the earnings were not correctly
reported. The District reported $5,990.24 when the
employee earned $6,223.63; therefore, the earnings
were understated by $233.39.

Government Code, 8 20630(a), states, in pertinent part,
"Compensation means the remuneration paid out of funds
controlled by the employer in payment for the member's
services performed during normal working hours or for
time during which the member is excused from work."

CalPERS ERSD to assess the
impact of this incorrect reporting
and determine what adjustments,
if any, are needed.

A confidential list identifying the
employees mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

Government Code, 8§ 20636.1(a), states, "Notwithstanding
Section 20636, and 45102 of the Education Code,
compensation earnable by a school member means the
payrate and special compensation of the member, as
defined by subdivisions (b) and (c), and as limited by
Section 21752.5."

Government Code, 8 20636.1(b)(1), states, in pertinent
part, "Payrate means 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
working hours. For noncertificated members, where the
normal work schedule is less than 40 hours per week,
payments for additional services rendered, not to exceed
40 hours per week, shall be reported as compensation
earnable for all months of the year in which work is
performed.”

CalPERS Procedure Manual, page 131, states, in
pertinent part, "California Public Employees’ Retirement
System (CalPERS) Government Code, §20636.1 requires
all services rendered up to 40 hours per week be reported
for noncertificated school members. Government Code,
820635.1 indicates that overtime compensation is
excluded from reporting. Schools commonly have
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

employees who have a regular work week that is less than
40 hours per week, and these employees are paid at a
straight-time, hourly rate for those hours. For any services
rendered in excess of their regular work week, they
receive an overtime rate of pay. In order to comply with
Government Code, 820636.1, schools must report this
employee to CalPERS for the hours worked over their
normal work week, up to 40 hours per week. Even though
the member is being paid an overtime rate, any hours
worked between the regular work week and 40 hours per
week are required to be reported to CalPERS at the
straight time hourly rate that corresponds with the salary
schedule for that classification. All earnings for services
rendered in excess of 40 hours per week should not be
reported to CalPERS. Overtime rates should not be
reported to CalPERS for non-certified school employees in
accordance with Government Code Section 20635.1."

Non-Reportable Compensation Reported

The District incorrectly reported overtime compensation for
one sampled employee during the May 2009 service
period. The overtime compensation was coded as arrears
pay and reported to CalPERS as special compensation.
Overtime is not reportable compensation.

The District should not report
overtime earnings.

The District should work with
CalPERS ERSD to assess the
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

Government Code, § 20630 (a), states, in pertinent part,
"Compensation means the remuneration paid out of funds
controlled by the employer in payment for the member's
services performed during normal working hours or for
time during which the member is excused from work."

Government Code, 820635.1, states, in pertinent part,
"When the compensation of a school member is a factor in
any computation to be made under this part, there shall be
excluded from those computations any compensation
based on overtime put in by a member whose service
retirement allowance is a fixed percentage of final
compensation for each year of credited service. For
purposes of this part, overtime for school members is the
aggregate service performed by an employee as a
member for all school employers and in all categories of
employment in excess of 40 hours of work per week, and
for which monetary compensation is paid."

CalPERS Procedure Manual, page 131, states, in
pertinent part, "California Public Employees’ Retirement
System (CalPERS) Government Code, Section 20636.1
requires all services rendered up to 40 hours per week be
reported for non-certificated school members.
Government Code, Section 20635.1 indicates that
overtime compensation is excluded from reporting.

impact of this incorrect reporting
and determine what adjustments,
if any, are needed.

A confidential list identifying the
employee mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

10




SIERRA JOINT COMMUNITY COLLEGE DISTRICT

RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

Schools commonly have employees who have a regular
work week that is less than 40 hours per week, and these
employees are paid at a straight-time, hourly rate for those
hours. For any services rendered in excess of their
regular work week, they receive an overtime rate of pay.
In order to comply with Government Code, Section
20636.1, schools must report this employee to CalPERS
for the hours worked over their normal work week, up to
40 hours per week. All earnings for services rendered in
excess of 40 hours per week should not be reported to
CalPERS. Overtime rates should not be reported to
CalPERS for non-certified school employees in
accordance with Government Code Section 20635.1."

Special Compensation Incorrectly Compounded

The District incorrectly compounded special compensation
on base payrate and longevity. The District's MOU’s
stated special compensation, such as shift differential, out
of class pay, and lead pay, were to be calculated on base
payrate. Four sampled employees received special
compensation that was calculated on the employees’ base
payrate and longevity. The District’'s base payrate did not
include longevity; therefore, the District should not have
reported the value of special compensation that was
calculated on the value of longevity pay.

The District should report special
compensation in accordance to
the District's written labor
agreements.

The District should work with
CalPERS ERSD to assess the
impact of this incorrect reporting
and determine what adjustments
are needed.

11
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

1. The District may not
accurately report
compensation to
CalPERS.

(continued)

Government Code, 8§ 20636.1(b)(1), defines payrate as
“The normal monthly rate of pay or base pay of the
member for services rendered on a full-time basis during
normal working hours.”

Government Code, 8 20636.1(c)(2), states, in part,
“Special compensation shall be limited to that which is
received by a member pursuant to a labor policy or
agreement.”

Government Code, § 20049, defines labor policy or
agreement as, “Any written policy, agreement,
memorandum of understanding, legislative action of the
elected or appointed body governing the employer, or any
other document used by the employer to specify the
payrate, special compensation, and benefits of
represented and unrepresented employees.”

California Code of Regulations, 8§ 571(b)(1), states, "The
Board has determined that all items of special
compensation listed in subsection (a) are contained in a
written labor policy or agreement.”

A confidential list identifying the
employees mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

12
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

2. The District may not
report payrates in
accordance with publicly
available salary
schedules.

We reviewed payrates reported to CalPERS and
reconciled the payrates to the District’s public salary
information to determine whether payrates for the sampled
employees were properly authorized and reported to
CalPERS. We determined the District properly reported
payrates for sampled employees except for one instance.
Specifically, the District did not report the correct payrate
for one sampled employee during the November 2008 and
December 2008 service periods. The correct monthly
payrate for the employee was $3,815.00; however, the
District reported a payrate of $2,865.70 which understated
the employee’s payrate by $949.30.

Government Code, 8§ 20636.1(b)(1), defines payrate 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 working hours.”

The District should always report
employees’ normal base monthly
rate of pay.

The District should work with
CalPERS ERSD to assess the
impact of this incorrect reporting
and to determine what
adjustments, if any, are needed.

A confidential list identifying the
employee mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

3. The District may not
accurately report payroll
information to CalPERS.

We reviewed the payroll information reported to CalPERS
for the sampled service periods. Our sample testing
revealed that the District correctly reported the payroll
information to CalPERS except for the following instances.

13
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

3. The District may not
accurately report payroll
information to CalPERS.
(continued)

Earnings Overstated

One sampled 10-month employee was contracted by the
District to work on an August/June split for six hours per
day at 130.2 hours per month. The District paid part of the
employee’s regular 130.2 hours during the August 2008
service period and the balance of the hours (40.2 hours)
during the June 2009 service period. However, the District
incorrectly paid the employee a full month’s salary for
working a partial month (40.2 hours worked) in the June
2009 service period. The District’'s payroll system
automatically converted the employee’s pay to a monthly
salary and incorrectly paid the employee a full month
salary at a rate of $80.565 per hour for 36.2 hours of the
40.2 hours paid. However, the employee was eligible to
receive a payrate of $23.11 per hour. Therefore, the
employee’s earnings reported to CalPERS were
overstated in the June 2009 service period by $2,079.90.

Government Code, 8 20630, states, in part,
“Compensation shall be reported in accordance with
Section 20636 and shall not exceed compensation
earnable, as defined in Section 20636.”

Government Code, 8§ 20636.1(a), states, "Notwithstanding
Section 20636, and 45102 of the Education Code,

The District should accurately
report employees’ regular
earnings.

The District should work with
CalPERS ERSD to assess the
impact of this incorrect reporting
and determine what adjustments
are needed.

A confidential list identifying the
employee mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

14
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

3. The District may not
accurately report payroll
information to CalPERS.
(continued)

compensation earnable by a school member means the
payrate and special compensation of the member, as
defined by subdivisions (b) and (c), and as limited by
Section 21752.5."

Government Code, § 20636.1(b)(1), defines payrate 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 working hours.”

Lump Sum Special Compensation Incorrectly Reported

The District paid one sampled employee a lump sum
payment for out of class pay in the March 2009 service
period. The pay was for services performed over a three
month period, February 2009, March 2009, and April 2009;
however, the District paid and reported the full lump sum
amount during the March 2009 service period. The District
should have reported the compensation for each period as
earned.

Government Code § 20630, states, in part, "...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..."

The District should report all
compensation for the pay period
in which it was earned.

The District should work with
CalPERS ERSD to determine the
impact of the incorrect payrates
and earnings reported to
CalPERS and what adjustments,
if any, are needed.

A confidential list identifying the
employee mentioned in this

15
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

3. The District may not

accurately report payroll
information to CalPERS.
(continued)

report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

4. The District may not
enroll all eligible
employees into CalPERS
membership.

Optional Membership

Elected officers of a county superintendent of schools,
school district, or community college district who serve on
a public commission, board, council, or similar legislative
or administrative body are eligible for optional rights if they
continuously served in the office held on June 30, 1994.
The District properly excluded board members who were
elected after June 30, 1994.

Temporary/Part-time Employees

We selected a sample of seven temporary/part-time
employees hired through the District and three
temporary/part-time employees hired through temporary
employment agencies and examined the number of hours
worked in fiscal years 2007/2008 and 2008/2009 to
determine whether they reached or exceeded the 1,000
hour membership eligibility criterion. We determined the
District enrolled and reported earnings for part-time
employees hired through the District upon meeting
eligibility criteria in a timely manner; however, the District

None.

The District should review and
monitor all hours worked in a
fiscal year by all temporary/part-
time employees and enroll those
that meet membership eligibility
criteria.

The District should work with
CalPERS ERSD to assess the
impact of this membership issue

16
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

4. The District may not
enroll all eligible
employees into CalPERS
membership.

(continued)

did not properly enroll part-time employees hired through
temporary employment agencies during the review period.
Specifically,

e One sampled employee worked 1,114 hours during the
2007/2008 fiscal year and 1,922.75 hours during the
2008/2009 fiscal year; however, the District did not
enroll the employee into membership.

e One sampled employee worked 1,323.5 hours during
the 2008/2009 fiscal year; however, the District did not
enroll the employee into membership.

e One sampled employee worked 1,996.25 hours during
the 2008/2009 fiscal year; however, the District did not
enroll the employee into membership.

Government Code, 820028(b), states, in part, that
employee means any of the following, "Any person in the
employ of any contracting agency."

Government Code, 8 20305(a)(3)(B), states, in part, “An
employee serving on a less than full-time basis is excluded
from this system unless the person works more than 1,000
hours within the fiscal year, in which case, membership
shall be effective not later than the first day of the first pay
period of the month following the month in which 1,000
hours of service were completed.”

and determine what adjustments,
if any, are needed.

A confidential list identifying the
employees mentioned in this
report has been sent to the
District and CalPERS ERSD as
an appendix to our draft report.

17
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

4. The District may not
enroll all eligible
employees into CalPERS
membership.

(continued)

CalPERS Procedure Manual, page 19, states, in pertinent
part, "Only compensated employees of agencies
contracting with CalPERS for retirement coverage are
eligible for CalPERS membership. CalPERS uses the
Common Law Control Test as a guide to determining
whether or not an individual is an employee, as well as
which entity (if more than one) is purportedly employing a
worker. The Supreme Court decision in the case of
Metropolitan Water District of Southern California v.
Superior Court of Los Angeles (32 Cal. 4" 491) may be
referenced for additional guidance in this area. The Court
concluded that the law ‘requires contracting public
agencies to enroll in CalPERS all common law employees
except those excluded under a specific statutory or
contractual provision." This decision also cited the Tieberg
v. Unemployment Ins. App. Bd. Case (2 Cal. 3" 949),
which stated that, 'The right to control the means by which
the work is accomplished is clearly the most significant
test of the employment relationship.’ "

Independent Contractor

We reviewed the District’s IRS 1099 Miscellaneous
Income forms for calendar years 2007 and 2008 in order
to identify employees that may be misclassified as
independent contractors. The selected individuals were

None.

18
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RISK

MITIGATION & OBSERVATION

RECOMMENDATION

4. The District may not
enroll all eligible
employees into CalPERS
membership.

(continued)

properly classified as independent contractors and
correctly excluded from CalPERS membership.

5. The District may
unlawfully employ retired
annuitants.

We reviewed the hours worked for one retired annuitant in
fiscal years 2007/2008 and 2008/2009. Our sample
testing revealed that the retired annuitant exceeded the
960-hour criterion during the 2007/2008 fiscal year and
was not reinstated by the District.

Government Code, 8§ 21229(a), states, in part, "A retired
person may serve without reinstatement from retirement or
loss or interruption of benefits provided by this system
upon appointment by a school employer or by the
Trustees of the California State University either during an
emergency to prevent stoppage of public business or
because the retired employee has skills needed in
performing specialized work of limited duration, if that
service does not exceed, in a fiscal year, a total of 960
hours for all employers. The retired person's rate of pay
for this employment shall not be less than the minimum,
nor exceed that paid by the employer to other employees
performing comparable duties."”

We selected three retired annuitants to determine if a bona

The District should review all
hours worked in a fiscal year by
all retired annuitants and
reinstate those that exceed the
960-hour criterion.

The District should work with
CalPERS BNSD to determine the
impact of this issue and what
adjustments, if any, are needed.

A confidential list identifying the
retired annuitant mentioned in

this report has been sent to the
District and CalPERS BNSD as
an appendix to our draft report.

19
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RISK MITIGATION & OBSERVATION RECOMMENDATION
5. The District may fide separation from employment, per Government Code
unlawfully employ retired | § 21220.5, was required. We determined a bona fide
annuitants. separation was not needed as the two sampled retired
(continued) annuitants retired prior to the enactment of Government
Code § 21220.5 and one sampled retired annuitant was
over normal retirement age per California Code of
Regulations § 586.1.
6. The District may not Our sample testing revealed that the District reported None.
appropriately report members under the appropriate coverage group code.
members under the
proper coverage group
code.
7. The District may not We selected a sample of six retirees and reviewed their None.

accurately report unused
sick leave balances for
retiring CalPERS
members.

balances of unused sick leave hours at retirement to
determine if the District accurately reported unused sick
leave days to CalPERS. We determined the District
correctly certified balances of unused sick leave for
retirees by using a divisor of eight to calculate days.

20
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CONCLUSION

We limited this review to the areas specified in the scope section of this report. We
limited our test of transactions to samples of the District’s payroll reports and
personnel records. The sample testing procedures provide reasonable, but not
absolute, assurance that these transactions complied with the California
Government Code, except as noted above.

Respectfully submitted,

MARGARET JUNKER, CIA, CPA
Interim Chief Auditor,
Office of Audit Services

Date: July 2010

Staff: Michael Dutil, CIA, Senior Manager
Diana Thomas, CIDA, Manager
Alan Feblowitz
Karen Harlan
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APPENDIX

DISTRICT'S WRITTEN RESPONSE



June 11, 2010

Ms. Margaret Junker, CIA, CPA
Interim Chief Auditor

CalPERS

P.O. Box 942701

Sacramento, CA 94229-2701

Dear Ms. Junker:

We are in receipt of your letter dated May 6, 2010 regarding the recent report/review of
Sierra Joint Community College District. This letter is in response to the recommendations
made, and we hope you’ll include it in your final report.

Please let us know if you have any questions. We thank you in advance.

Sincerely,

Linda Fisher
Finance Manager

CC: Mary Lynn Fisher, CalPERS
Karen Harlan, CalPERS
Cindy Davis, PCOE
Doug Smith, Sierra College
Cameron Abbott, Sierra College
Tammy Kenber, Sierra College
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RISK CalPERS AUDIT SIERRA COLLEGE
IDENTIFIED RECOMMENDATION RESPONSE
1. The District may not be | District should report the
accurately reporting value of uniforms and
compensation. uniform maintenance for
employees who are
required to wear
uniforms.
A. The value of uniforms Effective with the 2010/

and uniform maintenance
is not being reported.

B. Earnings were under-
stated for two sample
employees.

C. Non-reportable Comp-
ensation Reported.

The District should
ensure earnings up to a
40-hour work week are
reported at a straight rate
and as regular earnings.
The District should work
with CalPERS ERSD to
assess the impact of this
incorrect reporting and
determine what adjust-
ments are needed.

The District should not
report overtime earnings
in their report and should
work with CalPERS
ERSD to assess the
impact of this incorrect
reporting and determine
what adjustments, if any,

2011 academic year, the
District will work with
CalPERS to begin this
reporting. We have new
software in place capable
of this type of imputed
income.

This error occurred
because a part-time
employee submitted late
timesheets and thus they
were paid their normal
hours for the pay period
in question and the
“overage” hours were
paid and reported in a
subsequent pay period.
This was an administra-
tive error and the District
will work with CalPERS
ERSD to see what
adjustment if any is
necessary.

This was an administra-
tive error. The District
does not report over-
time; however, for this
one employee it was
mistakenly put in the
“special compensation”
column. The employee
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D. Special
Compensation Incorrectly
Compounded.

are needed.

The District should report
special compensation in
accordance to the
District’s written labor
agreements. The District
should work with
CalPERS ERSD to
assess the impact and
determine what
adjustments, if any, are
needed.

in question still works for
the District and it will
work CalPERS ERSD to
make any adjustments
necessary.

The District has
historically interpreted
base pay to include
longevity for the purpose
of calculating special
compensation; however,
it is not clearly defined in
the collective bargaining
agreement nor included
in the published schedule
other than a reference to
the longevity allowance
based upon years of
service. Since including
longevity for such
calculations has been our
practice for twenty plus
years, the District will
update its collective
bargaining agreement to
clearly define base pay to
include longevity for the
purposes of calculating
special compensation

types.

2. The District may not
be reporting pay rates in
accordance with publicly
available salary
schedules.

The District should
always report employees’
normal base monthly rate
of pay. The District
should work with
CalPERS ERSD to
assess the impact of
incorrect reporting and
determine what, if any,
adjustments are needed.

This particular example
was an anomaly as the
employee took Inter-
mittent FMLA Leave but
was late reporting it and
submitting timesheets to
the District; thus, was
paid full-time wages while
seemingly working part-
time. The employee is
still with the District so
the adjustment will be

calculated and adjusted.
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3. The District may not
be accurately reporting
Payroll Information to
CalPERS.

A. Earnings Overstated

B. Lump Sum Special
Compensation Incorrectly
Reported

The District should
accurately report
employees’ regular
earnings. The District
should work with
CalPERS ERSD to
assess the impact of
incorrect reporting and
determine what adjust-
ments, if any, are
needed. A confidential
list identifying the
employee(s) mentioned
is attached as an
appendix.

During the time period of
this review/audit, the
District was implementing
new software (Banner)
and it also experienced
staff turnover in
Administration (HR &
Payroll). In the examples
where earnings were
overstated it was due to
untimely processing of
timesheets and in the
examples where lump
sum compensation was
incorrectly reported it was
because it was attached
to month in which it was
paid (vs. the month in
which it was earned).
The District will work with
CalPERS ERSD to
assess any necessary

adjustments.

4. The District may not
be enrolling all eligible
employees into CalPERS
membership.

A. Optional Membership

The District should
review and monitor all
hours worked in a fiscal
year by all temporary /
part-time employees and
enroll those that meet
membership eligibility
criteria. The District
should work with
CalPERS ERSD to
assess the impact of this
membership issue and
determine what
adjustments, if any, are
needed.

The District was unaware
of the Government Code
which required rnember-
ship to be offered to any
elected officers (including
board members) who had
served continuously
since and/or before June
30, 1994. We have since
offered membership to
the one Board Member
who was eligible and she
declined. (see attached)
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B.porary/Part—Time
Employees

The District was also
unaware of Government
Codes §20028(b) or
§20305(a)(3)(B) that
require membership to be
offered to persons in the
employ of a contracting
agency. We have
updated our tracking
reports to include those
employees going
forward. Additionally, we
have notified the
contracting agency in use
during the audit period
(Ajilon Finance)and
efforts will be coordinated
with them on District
membership
contributions should it be
necessary when we work
with CalPERS ERSD to
make those adjustments.

5. The District may be
unlawfully employing
retired annuitants.

The District should
review all hours worked
in a fiscal year by all
retired annuitants and
reinstate those that
exceed the 960-hour
criterion. The District
should work with
CalPERS ERSD to
determine the impact of
this issue and what
adjustments, if any, are
needed.

The retired annuitant
sampled in this review
mistakenly tracked her
hours by calendar year
instead of fiscal year. At
the time we didn't have

software that calcuiated

the hours for retired
annuitants and they were
responsible themselves
for self-monitoring. The
employee wrote a letter
to CalPERS and both
parties (including the
District) thought this
issue had been resolved.
We now have software
which captures retired
annuitants and tracks
their hours. We employ
very few retired annui-
tants and are confident
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this will not happen again
in the future.
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