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We have reviewed severance payments made to selected civilian
employeas of Frankford Arsenal who were separated from employment at

the Arsenal because of a reduction In force effective June 29, 1970.

Cur review was directed primarily to evaluating the adequacy of
the procedures and controls utllized by the Arsanal fn determining
‘entitlemants and processing payments. We tested the procedures and
controls by examining In detail the entitlement determinations and
payment documents of 10 recliplents of soverance pay selected on a
random basis,
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in cur limited review we found several erroncous payments plus
some deflclencies in the procedures used in determining entitlements
and processing payments. Our findings which were discussed with you
and mombars of your staff are summarized bolow.
i. Ono employee receiving an annuity as & retlred member
of the millitary services was ervonecusly determined
to be entitled to severance pay amounting to $301.k&
of which $260.00 had been pald at the time of cur
‘review., Soverance pay in such instances is prohibited
" by 5 U.S5.C. 5595(2) (iv) and Federal Personnel
CZ} Manual (FPM) Supplemsnt 990-2, Book 550, Subchapter
§7-3b(2) {c) {v}.
e

Ve brought this payment to the
attention of perscnnel office officials who took .

action to stop furthor payments and raecover the
$260.00 already paid.,

fn addition, they ldentifled
another separated civiiian omployee scheduled to
v

eceive payments asmounting to $1,176.8% under the
ama clrcumstances. Actlon was taken by personnel

ficlals to prevent any payments being mada,
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The severance pay fund of ono employce was overstated
by $135.20. This error cccurred {n part becausa In
computing the scverance pay fund of the employee, the
payroil office did not mske a doduction for the numbevr
of weeks the emplioyee received severance pay in
connection with a prior fnveluntary separation. This
deduction is requivred by FPM Supplement 9902,

Book 550, Subchapter $7-7/b. The amount to be deducted
was $169.00. However, the employee’s gross entitle=
ment was understated by $33.80, as describad in item 3

balow, and the net overstatement in his severancs pay
fund was $135.20,

Tha severance pay fund of one employee was overstated
by $166.84 and the gross entitiement of another
employee was understated by $33.80. These ervors
occuirred bacause the years of service of each employee
were computed from the service computation date statod
in thelr personnal files. We found these dates to be
in error. We do not belleve that the service compu=
tation date should be used in dotermining the years of
service for severance pay purposes, but that the period
of service should be indespendently computed. The
necessary corractive actjon was taken In both of these
cases.
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in several Instances, we found that ths Initial
dotermination of the employee’s entitlemant to sevarance
pay and the computation of his severance pay fund had
not been independantly verivied in the civillan
poersonnsl office. We bellieve that Independent veri{fi«
cation might have prevented scme of the ervors found in
our review.

Adequate financlal controls wers not established over
the severancs pay funds., Controls weore limited to
individual ‘"Sgverance Pay Control'’ sheets malntained
by the payroll clerks. The amounts of emplioyees®
entitliements and biwsakly payments are posted o thess
sheats, and running balances are maintained., Respon=
sible payroll officlals informed us thers were no
control totals to which the amounts pald or the unpaid
balancaes could be raconciled. They stated that as a
result no reconciliation had boen made of the severanca
pay funds,
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Ve balleve that an account should be estabiished and
maintafned which would provide updated figures on the
total amount of severance pay funds payable. The
various transactions related to the individual severe
anca pay funds would be posted to this account. The
resuiting balanca would boe used for pericdic

vaconci Hiatlon with the individual Severance Pay Control
shaats,

initial payments of sevarance pay Tor several employces
ware procsssed on biweekly payrolls which covered pay
periods subscaquent to those In which the employess
attained entitiement to soverance pay. We balisve that
detays of this nature place an unnocossary hardsh%p on
separated employess and nogato aha chjective of
SGVErance payments.

feductions othor than those permitted under severance
pay procedures were made from the severance pays of two
omployess. Those orrors wore brought to the attention
of payroll officials and corrective action was taken.

Certaln employees who recelved separation notlces
effective June 29, 1970, took advantage of the S0~day
notice pericd provided by the Army Civillon Personnel
Regulations and elected to be carried In a leave withe
out pay or amwal lgave stetus te July 19, 197C. oQur
review of thess cases showed that employess who had
annual leave balances ware not pald for thelr annusl
lcave in the appliicable period. ’

The tims cards indicated that the emplovess were
saparated as of Juno 29 but the separation actions
had not been forwarded to tha payroll office by the
personnel offfce. UWe ware informed by payroll offie
clals that because of the workicad the pargconngl
offica was not contacted to verify the pay status of
thess employess and the payirell was processed as i
thoy had boen separated. Wo beliscve that the pay
status of these employeas should have besn verified
prior €o processing the payvoll.
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The errongous payments and procedural deficisncies found In our
vaview Indicate the noed for strengthening the procedurss and controls
relating to the administration of severance pay.
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7.

During the closu=cut conference, ws were informed that because
of our findings, the records of all employess entitled £o severance
pay had beon reexamined. We request information on the resuits of
the reexamination and your commants as to any cerrective actions
caken as a result of wmatters disclosad by our review.

We wich to acknowladga ths cocperation exiendsd to our staff
during thelr examination.

A copy of this letter s boing sent to the Ay Audit Agency,
Philadeliphla, Pennsylvania.

Sincaraly vours,

s
geEs e GuGeRS

Jamas H. Rogers
Reglonal Manager
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