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Executive Summary
 

 
As part of our annual Audit Plan approved by City Council, we conducted an audit of the Human 
Resources (HR) Department, specifically payroll deductions. The audit objectives, conclusions, 
and recommendations follow:  
 
Determine if personnel payroll deductions are authorized, accurate, and reconciled to the 
appropriate accounts. 
 
Personnel payroll deductions are authorized, accurate, and reconciled to the appropriate vendor 
accounts. The HR Department has accurately administered mandatory deductions, which 
include medical, dental, and vision benefit premiums to eligible full-time employees. In addition 
to mandatory deductions, HR also has ensured voluntary deductions are accurate and 
accounted for appropriately. HR ensured other payroll deductions such as Health Savings 
Accounts (HSA), Flexible Spending Accounts (FSA), and charitable campaign contributions to 
United Way were handled correctly and were appropriately assigned to the designated wage 
codes and general ledger accounts.   
 
Also, HR and the Finance department have verified that garnishment deductions are accurate 
and paid to the designated vendors. The retirement deductions with Texas Municipal Retirement 
System (TMRS) of six percent for eligible full-time employees were applied correctly and 
accurately.  
 
Additionally, HR had standard operating procedures (SOPs) for HR related payroll deductions, 
and they were adequately reviewed by management and were periodically updated.  Finally, HR 
had appropriate controls for user access to FileNet. 

 
We make no recommendations to HR management; consequently, no management responses 
are required. Management’s acknowledgement of these results is in Appendix B on page 8. 
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Background  
 
The Human Resources department manages the employee payroll deductions for 
compensation, benefits, and payroll garnishments. These deductions include benefit premiums, 
retirement contributions, and health savings accounts. Most changes to payroll deductions 
happen one time a year during “Open Enrollment”. Open Enrollment is a two-week period that 
employees can select their benefit plans as well as make changes to other existing coverages 
before the new coverage dates begin on January 1st.  Changes can also be made if there is a 
qualifying life event, such as marriage or the birth of a child. Qualifying life event changes can 
be made at any time during the year.  
 
Eligible employees can make changes to many of their benefits which in turn can change the 
employee’s payroll deductions for the new year or after a qualifying life event. After any of these 
changes, HR will mail the employees a summary of benefits with the deductions to be taken. It 
is the employee’s responsibility to contact HR if there are any discrepancies or changes that 
need to be addressed. Employees are also able to review their deductions by visiting Employee 
Self Service (ESS) portal and reviewing the payroll statements available. HR also conducts 
periodic reviews throughout the year to determine if payroll deduction requests are accurate and 
complete. 
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Audit Scope and Methodology 
 

The audit scope included the accounting and monitoring of payroll deductions for FY 2023 
through March 2024 and included employee deductions review and verifications, standard 
operating procedures, and user access.  
 
To establish the testing criteria, we reviewed the HR department’s SOPs, benefit guides, and 
other employee compensation offerings. Additionally, we gained an understanding of the HR 
payroll deductions through interviews with HR personnel and conducted walkthroughs of the 
payroll deduction process, management of deductions, wage codes and general ledger 
assignment.   
 
We assessed internal controls relevant to the audit objective. This included a review of various 
payroll deductions. Included in our review were mandatory deductions such as medical and 
dental.  
 
We also reviewed voluntary deductions including additional life insurance, disability, and 
accidental coverage. Other deductions were also tested which included HSA and FSA, as well 
as charitable campaign contributions to United Way. We verified deductions associated with 
required garnishments and TMRS retirement plan. In addition, we confirmed HR’s SOPs were 
established and updated by management. Lastly, we reviewed for appropriate user access of 
the systems used. 
 
We relied on computer-processed data in SAP to review and validate the employees’ 
deductions, payment to vendors, and confirm GL accounts. Our reliance was based on 
performing direct tests on the data rather than evaluating the system’s general and application 
controls. We do not believe that the absence of testing general and application controls had an 
effect on the results of our audit.  
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives.  
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Audit Results 

 
 

Human Resources Department has implemented effective procedures to ensure payroll 
deductions are appropriate and accurate.  
 
HR has reviewed and verified mandatory deductions to ensure they are appropriate and 
accurate. We selected a sample of 25 employees as of 3/1/2024 with mandatory deductions that 
included medical, dental, and vision benefit premiums. The sample included payments to three 
separate vendors and one transfer. We confirmed all sampled mandatory deductions had the 
appropriate supporting documentation and were accurate based on the City’s agreed premium 
rates with the vendors and the vendor payments and transfer were accurate. The sampled 
deductions were also accurately posted to the respective wage codes and general ledger 
accounts. The audit team also reviewed two additional pay dates, 6/7/2024 and 6/21/2024, to 
verify the total mandatory deductions for medical benefits were accurate compared to the benefit 
vendor transfers. Both pay dates were verified and accurate.  
 
We also determined that HR’s voluntary deductions were processed correctly and accurately.  
We sampled 25 employees that had voluntary deductions and found the 25 sampled employees 
had appropriate documentation and were assigned to the proper general ledger and wage code 
accounts. The sampled selection included payments to eight vendors. The payments to the 
vendors were accurate. 
 
Furthermore, we confirmed other deductions, which included HSA, FSA, and charitable 
campaign contributions, were accurate. We selected a random sample of 25 employees and 
found all deductions were accurate, had necessary support, and were properly accounted for in 
the respective wage codes and general ledger accounts. 
 
We also verified TMRS retirement deductions were deducted properly and accurately. We 
reviewed 7,950 eligible, full-time employees for pay date 3/1/2024, and found the retirement 
deductions to be accurate and properly deducted.  
 
Additionally, HR and Finance have properly and accurately deducted required garnishments. 
We selected a sample of 25 employees and verified supporting documentation was obtained by 
Finance, and the required deduction amounts were accurate. The garnishments for the sample 
were paid to three vendors. We confirmed the appropriate vendor payments were completed in 
a timely and accurate manner.  
 
We reviewed the SOPs to determine if they were reviewed and approved.  We found that they 
were reviewed annually and appropriately approved. Finally, we determined HR Department had 
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appropriate user access. We reviewed all 11 employees with FileNet access and determined 
access was appropriate.  
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Appendix B – Management Acknowledgement  
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