REPORT BY THE
AUDITOR GENERAL
OF CALIFORNIA

THE DEPARTMENT OF TRANSPORTATION

HAS MISMANAGED EMPLOYEE
TRAVEL AND OVERTIME

P-629.1 JUNE 1986



REPORT BY THE
OFFICE OF THE AUDITOR GENERAL

P-629.1

THE DEPARTMENT OF TRANSPORTATION HAS
MISMANAGED EMPLOYEE TRAVEL AND OVERTIME

JUNE 1986



Telephone:

STATE OF CALIFORNIA Thomas W. Hayes

(916) 445-0255

Office of the Auditor General
660 ] STREET, SUITE 300
SACRAMENTO, CA 95814

June 25, 1986 P-629.1

Honorable Art Agnos, Chairman

Members, Joint Legislative
Audit Committee

State Capitol, Room 3151

Sacramento, California 95814

Dear Mr. Chairman and Members:

The Office of the Auditor General presents its report concerning the
Department of Transportation's mismanagement of employee travel and
overtime. The report shows that the department's policies for travel
are not in compliance with state regulations, that some individuals
approve their own claims for travel reimbursement without other
supervisory review, that the department has made questionable Tong-term
assignments, that supervisors are not properly monitoring employee
travel claims, and that controls over airline ticket use are weak.
Furthermore, the report indicates that the department's procedures for
paying employee overtime are not consistent with state regulations and
its own policy and that the department's practice of approving overtime
is questionable.

Respectfully submitted,
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Auditor General

Auditor General
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SUMMARY

RESULTS IN BRIEF

The Department of Transportation (department)
has not enforced the State's or its own travel
and overtime policies. As of June 13, 1986,
the department's own internal reviews and our
review had revealed over $284,000 in
inappropriate travel and overtime meal claims
made by the department's employees. These
inappropriate claims were primarily due to the
department's travel policies being inconsistent
with state regulations. Before our review, the
department began reviewing the travel claims
and overtime use of its employees.

BACKGROUND

The department is responsible for planning,
developing, constructing, and maintaining the
State's transportation facilities. In carrying
out their responsibilities, some of the
department's employees incur travel expenses
and overtime. During fiscal year 1985-86, the
department employed approximately 15,000
employees and had a total budget of
$2.9 billion. Between July 1, 1985, and
April 30, 1986, the department spent
$12.3 million on employees' in-state travel
expenses, and employees worked 1.4 million
hours of overtime, which cost the department
$24.5 million.

In February 1986, the Department of Finance
asked the department to review the overtime
worked by 20 of the department's employees who
appeared to have used excessive overtime. In
response to this request, the director of the
department required the Caltrans Audits Office
to review the overtime claims of these
employees. In addition, the department was
concerned that some employees were
inappropriately claiming reimbursements of
travel expenses. Therefore, the director of
the department requested the Caltrans Audits
Office to review travel claims for instances of
inappropriate reimbursements to employees.
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PRINCIPAL FINDINGS

The Department Has Overpaid Mileage
Reimbursements to Its Employees

The department's policy for reimbursing its
employees for using their own vehicles is
inconsistent with state regulations. The
department has been paying some employees up to
30 cents per mile even though they were
entitled to receive only 16.5 cents. As a
result, the department has overpaid some of its
employees by as much as 82 percent when
employees wused their own vehicles to conduct
state business. For example, for July through
December 1985, the department reimbursed 291
employees for driving 2 million miles in their
own vehicles. We determined that the
department overpaid these employees at Tleast
$268,469 as a result of 1its inappropriate
policy for mileage reimbursement.

The Department Needs Better Controls
Over Travel Policies and Claims

State reqgulations require that an employee's
supervisor or another "appropriate authority"
approve the employee's travel claim. Most of
the department's employees are required to
adhere to this regulation; however, before
May 20, 1986, the department allowed at least
81 of its managers to approve their own travel
claims. As a result of this practice, two
managers received over $9,200 in inappropriate
travel reimbursements since March 1983,

Furthermore, the department's managers and
supervisors have failed to conduct adequate
supervisory reviews of employees' travel
reimbursement claims, and the department has
not adequately instructed its employees on how
to properly prepare travel claims. Because of
the lack of supervisory control over travel
reimbursement in one of the department's units,
4 employees were disciplined for filing
fraudulent travel claims, and 11 employees were
required to make $4,899 in restitution for
inappropriate travel claims.
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The Department's Long-Term

Assignment Policies
Are Questicnable

The reason for Tong-term per diem is to allow
the department's employees to maintain their
primary residence while on a temporary
assignment away from home. However, some
employees may receive $21 per diem even though
they do not maintain a primary residence.
Furthermore, employees on long-term assignments
may receive long-term per diem for ar unlimited
time. As a result, some employees on long-term
assignments may receive more money from long-
term per diem than from relocation allowances.

The Department's Procedures

for Approving and Paying
Overtime Are Improper

Supervisors allowed employees to be paid for
more overtime than they worked and for
accumulated breaks and 1lunch times. During
fiscal year 1985-86, some supervisors had an
informal policy that allowed their employees to
work through their breaks and lunch periods and
to Teave early. The employees would then claim
the time that would have been taken for breaks
and Tunch as overtime worked.

The Department Has Taken

Corrective Actions

In response to the reviews revealing travel
abuses and overtime misuse, the department has
revised inappropriate or questionable policies,
sought restitution from employees for excessive
travel and overtime meal payments, and taken
disciplinary actions against managers,
supervisors, and employees who abused travel
and overtime.
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RECOMMENDATIONS

The department should take the following
actions during its on-going efforts to improve
control over travel expenses and overtime use:

- Adhere to state regulations concerning
travel;

- Ensure  that supervisors and employees
understand travel regulations and the
preparation of travel claims;

- Have the Caltrans Audits Office conduct
limited audits of employees' travel claims;

- Reconsider the policies concerning Tlong-term
assignments and payment of long-term
per diem; and

- Ensure that department policies governing
overtime are followed.

AGENCY COMMENTS

The Business, Transportatior and Housing Agency
concurs with our recommendations and will
incorporate our recommendations into the
Department of Transportation's ongoing efforts
to dimprove its management of employee travel
and overtime.
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INTRODUCTION

The Department of Transportation (department) 1is responsible
for planning, developing, constructing, and maintaining the State's
transportation facilities. During fiscal year 1985-86, the department
employed approximately 15,000 people and had a budget of $2.9 billion.
In carrying out their responsibilities, the department's employees
incur  travel expenses and overtime. Between July 1, 1985, and
April 30, 1986, the department spent $12.3 million on employee travel
expenses for in-state travel. In addition, the department's employees

worked almost 1.4 million hours of overtime at a cost of $24.5 million.

In February 1986, the Department of Finance identified 20 of
the department's employees who had worked between 1,150 and 2,100 hours
of overtime between August 1984 and August 1985. The Department of
Finance asked the department to review the overtime worked by these
employees to determine the reason for what appeared to be excessive use

of overtime.

In response to the Department of Finance's concern, the
Director of Transportation requested the Caltrans Audits Office to
review the overtime claims of employees who had used large amounts of
overtime. At the same time, the department's Office of Productivity
Management assessed the effects of overtime on productivity. In
addition, the department was concerned that some employees might be

inappropriately claiming travel reimbursements. For this reason, the



Director of Transportation required Caltrans Audits Office to review
travel claims and identify instances of dinappropriate travel
reimbursements. (The Department of Finance and the department's
reviews of travel vreimbursements and overtime use are summarized in

Appendix A.)

SCOPE AND METHODOLOGY

The purpose of our review was to analyze and summarize the
reviews made by the Department of Finance and the department on the
department's management of travel expenses and overtime incurred by its
employees. We also wanted tec determine if the department's travel and
overtime policies are consistent with the State's travel and overtime
regulations, to review allegations of overtime and travel abuse by the
department's employees, to summarize the disciplinary actions taken by
the department for travel and overtime misuse, and to identify how much

overtime the department's employees were working.

To analyze and summarize the reviews made by the Department of
Finance and the department, we examined the vreviews and their
supporting documentation, identified limitations in the reviews, and

evaluated the accuracy of the reviews' conclusions.

Further, we compared the department's travel and overtime
policies to the State's regulations or travel and overtime to determine

if the department's policies were consistent with the State's



regulations. We also received allegations of travel and overtime
abuses  from various sources and checked the validity of these
allegations by reviewing travel claims and employee time sheets, by
comparing travel and overtime claims to state regulations, and by
comparing our results with the work performed by the department's
internal auditors. To determine the extent of overtime use within the
department, we obtained information from the State Controller from
July 1985 through April 1986 identifying the total number of employees
who worked overtime, the number of hours they worked, and the amount

they were paid.



AUDIT RESULTS

THE DEPARTMENT OF TRANSPORTATION
HAS NOT ADEQUATELY MANAGED ITS
EMPLOYEES' TRAVEL AND OVERTIME

The Department of Transportation (department) has managed its
employees' use of travel and overtime poorly. The department's policy
for reimbursing employees for their mileage expenses when they use
their own vehicles conflicts with state policy. Also, the department's
policy of allowing its management employees to approve their own travel
claims is improper. Furthermore, the department's policy of paying
per diem to employees on Tlong-term duty assignments is questionable
when employees do not incur additional housing costs. In addition, the
department's supervisors and managers are not reviewing their staff's
travel claims properly, and the department lacks adequate control over
airline tickets wused by employees for state business. Lastly, the
department's practices of paying overtime are inconsistent with its
policy, and the practice of approving overtime 1in one of the
department's districts is aquestionable. As of June 13, 1986, the
department's internal reviews and our review identified over $284,000
in inappropriate travel and overtime meals claimed by the department's

employees.

For each of the issues mentioned in this report, the
department has dinitiated or has completed corrective actions.

Corrective actions idinclude revising inappropriate cor questionable



pclicies, seeking restitution from employees for inappropriate travel
and overtime meal payments, and taking disciplinary actions against
managers, supervisors, and employees who abused travel and overtime.

(See Appendix B for a summary of disciplinary actions taken.)

The Department of Transportation's
Policy for Mileage Reimbursements
Is Inconsistent With State Policy

Our comparison of the department's travel policies with the
State's travel regulations revealed that the department's policy for
reimbursing its employees who use their own vehicles to conduct state
business is inconsistent with state regulations and may have not
complied with state regulations since 1971. (Our comparison of the
department's travel policies and the State's travel regulations is
shown in Appendix C). As a result, the department has overpaid its
employees for using their privately owned vehicles by paying the

employees up to 82 percent more than they were entitled to.

California Administrative Code Sections 599.630 and 599.631
require that the department first determine if a state vehicle is
available before allowing emplovees to use their own vehicles. If a
state vehicle is available, the employees must use the state vehicle
unless authorized to wuse their own vehicle. However, if state
employees are authorized to use their own vehicles when a state vehicle
is available, they are allowed 16.5 cents per mile. According to a

study prepared by the Fiscal Management Division of the Board of



Equalization, the approximate cost to operate a state vehicle is
16.5 cents per mile. If no state vehicle is available, the employees
are allowed to be reimbursed at a higher mileage rate, between 20.5 and
30 cents per mile, depending on the costs the employees incur for
operating their vehicles. The employees who receive the higher mileage
reimbursement must certify that the reimbursement represents the costs
of operating their vehicles and must be able to furnish sufficient

proof that the costs are accurate.

The department's policy since 1971 has required employees who
wish to receive the higher mileage reimbursements to agree to become
"full-time" drivers who will use their own vehicles, rather than a
state vehicle, on all state business. According to the department's
policy, these drivers are reimbursed between 20.5 and 30 cents per mile
depending on the cost of operating the vehicle. However, the
department's policy does not comply with state regulations because, by
electing to use their own vehicles without determining whether a state
vehicle is available, the full-time drivers are allowed under state
reculations only the 16.5 cents per mile rate. There are currently

2,133 full-time drivers in the department.

The department has been paying full-time drivers excessive
mileage reimbursements. We reviewed the department's mileage records
of 291 drivers who were reimbursed for driving over 2 millicn miles in
their own vehicles from July 1985 through December 1985. We determined

that these drivers were overpaid at least $268,469 during this



six-month period as a result of the department's inappropriate mileage
reimbursement policy. These drivers accounted for at least 36 percent
of the department's total mileage reimbursements for July 1985 through

December 1985,

The department revised its mileage reimbursement policy to
conform with state travel regulations and plans to make the new mileage
reimbursement policy effective July 1, 1986. Based on our review of
the new policy, however, we beljeve the policy needs to be clarified to
explain when and how an employee certifies that no state car is

available.

The Department's Policy of Allowing
Supervisors To Approve Their
Own Travel Claims Is Improper

California Administrative Code Section 599.638 requires that
all travel claims be signed by the claimant and the claimant's
supervisor or another ‘"appropriate authority." Most of the
department's employees are required to adhere to this regulation.
However, according to the Chief Deputy Director for Resource
Management, the department had a Tlong-standing practice of allowing
managers to appreve their own travel claims. Before May 20, 1986, at
Teast 81 of the department's managers were allowed to approve their own
travel claims. We examined the claims of 10 managers who signed and
approved their own travel claims. The clajims we examined amounted to

almost $173,100 in travel reimbursements since March 1983. We and the



Caltrans Audits Office have determined that 2 of the 10 managers were

inappropriately overpaid.

One manager, the Deputy District Director for Administration
(deputy district director) for district 7 (Los Angeles), was
inappropriately paid $8,042 primarily in long-term per diem payments.
The deputy district director was sent to Los Angeles in March 1983 from

the San Luis Obispe headquarters on a temporary assignment.

The department's employees on temporary assignments that keep
them away from their primary residence for more than 30 days are
entitled to a full Tong-term per diem reimbursement of $41 to maintain
their primary residence. If employees do not maintain a primary
residence but remain on a temporary assignment at another headquarters
away from their permanent headquarters, the employees are entitled to a

half per diem even though they are not maintaining another residence.

The deputy district director claimed a long-term per diem from
March 1983 through at least April 1986, receiving almest $54,000 in
total travel reimbursements. The deputy district director, however,
stopped maintaining a primary residence in San Luis Obispo in May 1985.
As a vresult, he inappropriately claimed almost $4,482, the difference

between the full and half per diem rates for one year.

The deputy district director during the time he was on

Tong-term per diem also took trips to places such as Sacramentc and



San Francisco. These trips entitled him to the higher <short-term
per diem rate of $75 to $95, the amcunt depending on where he traveled.
However, durina these trips, the deputy district director
inappropriately claimed and was paid both Tlong-term per diem and
short-term per diem while he was entitled to receive only the
short-term per diem. This error occurred because the deputy district
director submitted two travel claims almost every month, one with
short-term travel and cne with long-term travel. This practice, along
with the lack of supervisory review, allowed the deputy district
director to inappropriately receive $803 in double per diem payments.
Furthermore, the deputy district director inappropriately received
$2,368 in per diem reimbursements while on vacation. The deputy
district director also submitted inappropriate claims totaling $389 for

using his vehicle and for claiming reimbursement for meals.

We question an additional $1,583 in reimbursements paid to the
deputy district director. The department's and the Department of
Personnel Administration's reviews of the deputy district director's
travel claims allowed reimbursement for over 5,000 miles for the deputy
district director's trips between Los Angeles and San Luis Obispo on
weekends. The department's and the Department of Personnel
Administration's rationale for allowing these reimbursements was to
allow the deputy district director to return "home" for the weekends.
The deputy district director, however, stopped maintaining a residence
in San Luis Obispo in May 1985. As a vresult, between June 1985 and

April 1986, the deputy district director claimed $1,583 in
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reimbursements for trips between Los Angeles and San Luis Obispo even
though San Luis Obispo was no Tonger his home. Since the deputy
district director was no longer maintaining a residence in
San Luis Obispo, we question the department's rationale for continuing
to pay mileage reimbursements for the deputy district director's trips

between San Luis Obispo and Los Angeles on weekends.

According to the Jjob description for the deputy district
director, the deputy district director is responsible for directing the
district units that investigate travel claims, process travel claims,
and provide travel reimbursement information. Furthermore, the deputy
district director should have knowledge of all state Tlaws and
regulations affecting the department. The position description also
notes that a deputy district director's wrong decisions or mistakes in
judgement could result in illegal or unwarranted expenditures of state

funds.

The departmert required the deputy district director to pay
$8,042 in restitutior for the inappropriate claims. In addition, the
deputy district director has been reprimanded, demoted, and

transferred, and two of his supervisors have been reprimanded.

Another manager, the Director of Transpertation (director),
was inappropriately paid travel reimbursements of $1,231 between
April 1983 and April 1986. In addition, the State incurred unnecessary

costs of $374 because the director inappropriately used a department
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aircraft. On March 1, 1984, the director delegated responsibility for
processing his travel claims to his secretary who says that the
department's Deputy Director for Administration and Finance and the
department's accounting office were to review and approve the
director's travel claims. Despite this control, the director's travel
claims contained errors amounting to $1,231 in inappropriate claims and

an unnecessary expenditure of $374.

Inappropriate payments included $1,207 for mileage
reimbursements and $24 for meals. Of the $1,207 in inappropriate
payments, $788 is due to the director claiming 25 cents to 30 cents per
mile for driving his personal car when a state car was available to
him. Since a state car was available, the director was entitled to
claim only 16.5 cents per mile. Also, the director inappropriately
claimed a total of $51 for commuting between his residence and the

department's headquarters on two occasicns.

Furthermore, Section 599.626 of the California Administrative
Code Timits reimbursements for travel to the Tleast costly mode of
transportation. The director inappropriately claimed $186 for mileage
reimbursement when he drove his personal car to Los Angeles from his
residence in Yuba City; his claim should have been 1imited to the cost
of the air fare to Los Angeles. Lastly, the director inappropriately
claimed $182 for mileage reimbursement from his home to field locations
instead of claiming mileage from his office to the field T1locations.

Section 599.626 of the California Administrative Code 1limits
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reimbursement for trips such as these to the trip that costs the Teast.
In certain instances, the director should have 1imited his claim to the
mileage between his office and the field locations rather than from his
home to the field locations because the trip from his office to the

field locations costs less.

The director also inappropriately claimed $24 for overtime
meals. According to Section 599.623 of the California Administrative
Code, the director is entitled to reimbursement for a meal only if he
has a meal incidental to state business at least two hours before the
normal work day or at least two hours after the normal work day. The

director's claims were for meals that did not meet this criterion.

Finally, the State incurred unnecessary costs of $374 when the
director dinappropriately used a department aircraft on Saturday,
July 15, 1984, to transport him from Bishop to Reno to catch a flight
to Chicage for official business. The director had been on vacation in
Bishop. The cest of the flight was $430. The director, however, under
these circumstances was entitled only to private car mileage
reimbursement of $56. As a result, the State incurred an unnecessary

expense of $374.

On May 20, 1986, the department's management issued a
memorandum that ended the practice of self-approval of travel claims.
Furthermore, the Director of Transportation on Jure 10, 1986, directed

the Caltrans Audits Gffice to audit the travel claims of 280 designated



department managers. Also, as of June 17, 1986, the director had paid

$1,605 in restitution.

The Department's Long-Term
Assignment Policies Are Questionable

The department's employees on long-term assignment may receive
long-term per diem for an unlimited time or receive per diem even when
they do not maintain a primary residence. As a result, some employees
on Tong-term assignments could receive more money from long-term
per diem than they would receive through relocation allowances. Also,
some employees on long-term assignments receive per diem of $21 without
incurring any additional housing costs that result from the long-term
assignment. Although this practice 1is consistent with state
regulations, we question the department's rationale for paying per diem

in these circumstances.

The California Administrative Code and the department's travel
policies allow all employees on assignments away from their
headquarters for more than thirty days to receive long-term per diem.
Employees are entitled to long-term per diem of $41 when they maintain
a primary residence occupied by their dependents or when the expense of
maintaining their primary residence 1is more than $200 a month. An
employee who does not maintain a primary residence is entitled to a

Tong-term per diem of $21.
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According to the department's Office of Financial Operations
and Control, as of June 11, 1986, there were 225 employees on temporary
duty status. Of the 225 employees on temporary assignments, 221

receive the $41 per diem and 4 receive the $21 per diem.

We reviewed the travel claims of five high-level department
employees on temporary assignments. Two of the employees had been on
these "temporary assignments" for over two years; the other three had
been on assignment since January and February 1986. The first employee
who was on Tong-term per diem for two years, the deputy district
director for district 7, was found to have abused long-term per diem.

(This employee is discussed in detail on page 8 of this report.)

Although Section 599.619 of the California Administrative Code
allows pavment of long-term per diem, we question the department's
rationale behind paying $21 per diem to employees who 1ive and work at
a temporary headquarters and do not ircur any costs of maintaining
another residence. The reason for long-term per diem is to allow the
employees to maintain their primary residence while on a temporary
assignment away from home. However, when the employee decides not to
maintain a permanent residence, the apparent raticnale for long-term
per diem is no lenger reasonable. In our opinion, the Tlong-term $21
per diem becomes an inequitable salary supplement, especially when two
employees are in the same headquarters performing identical duties at
the same salary Tevel and one employee receives the $21 per diem rate,
a salarv supplement of $630 per month, that is not available to the

other employee not on temporary assigrment.
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The second employee who had been on long-term per diem for
more than two years had been appropriately receiving the 1long-term
per diem. While the employee fully complied with all of the State's
and the department's travel regulations, the department had paid the
employee over $24,320 in travel reimbursements before the employee went
off long-term per diem.  Furthermecre, the deputy district director
received a total of over $53,760 in total travel reimbursements before
he went off long-term per diem and was assigned permanently to the
temporary location. Neither of these employees' assignments had time

limits imposed on them.

Before June 10, 1986, the department had no time Timit on the
length of temporary assignments and had no procedures to compare the
cost-effectiveness of long-term assignments to the costs of relocating
employees. 1In contrast, the department does have specific requirements
concerning the duration of temporary inter-district transfers between
headquarters, which are limited to one year. While we cannot comment
on the advisability of putting employees on temporarv assignments and
long-term per diem, we believe management should pericdically review

the costs of these assignments.

On June 10, 1986, the Director of Transportation revised the
department's  temporary assignment policy, which Tlimits temporary
assignments involving long-term per diem for management development to

one year and requires the Director of Transportation's approval of each
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temporary assignment for management development. This policy, however,
affects only 3 of the 225 employees who are on long-term temporary

assianments.

The Department Is Not Reviewing
Employees' Travel Claims Properly

The department's managers and supervisors have failed to
conduct adequate supervisory reviews of employees' travel claims for
reimbursement. In addition, it appears that the department has not
adequately instructed 1its employees on how to properly prepare travel
claims. In one of the department's units, 4 employees were disciplined
for filing fraudulent travel claims, and 11 employees were required to
pay $4,899 in restitution for incorrect and inappropriate travel

claims.

Travel requirements and the rates for travel reimbursement are
set forth in Title 2 of the California Administrative Code. The
department has developed an employee travel guide, which includes the
Title 2 requirements and travel  dinstructions for employees.
Supervisors are vresponsible for ensuring that employees submit valid
travel claims for reimbursements and that employees adhere to the
department's policies and procedures. In addition, employees must
certify that a claim for reimbursement is fer official business and

adheres to state regulations.
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The department's internal auditors reviewed employees' travel
claims in the department's Division of Structures (division). The
auditors reviewed a sample of 177 travel claims filed by 84 of the
division's employees. As a result of their review, the auditors
questioned the travel claims of 28 of these employees. Using the
information provided by the auditors, division management expanded the
review of employees' travel claims. Because of this expanded review,
one employee resigned after being requested to pay $2,607 in
restitution, one employee's salary was reduced, and two employees were
suspended without pay. The specific reasons cited for these
disciplinary actions were the employees' dishonesty and willful
disobedience in filing false travel claims. Another 11 of the
division's employees were required to pay $4,899 in restitution for

inappropriate or incorrect travel claims.

We examined the methods used in reviewing these travel claims
in the division, and we also reviewed the 177 travel claims of the
employees reviewed by the division. We found an additional $931 in
questionable costs missed by the auditors and the division. These
questionable claims include incorrect computations, excessive mileage
claims, and inappreopriate claims for full per diem and meals. In
addition, we found claims that lacked the employee's or supervisor's
signature. As a result of our vreview, the division is reviewing
additional travel claims for the employees whose claims we questioned.
From this review, the division found similar inappropriate claims of at
Teast $310. As of June 13, 1986, the department had requested that one

employee pay $509 in restitution for overpayments found by our review.

-18-



According to the chief of the Office of Structure Construction
within the division, the majority of the problems found in his office's
employee travel claims vresulted either from the lack of appropriate
supervisory review or through the employees' failure to understand the
department's travel regulations. The chief of the Office of Structure
Construction stated that his office has reminded supervisers of their

responsibilities concerning employee travel.

The Department Does Not
Adequately Monitor Its Employees'
Use of Airline Tickets

State vregulations allow state employees to travel by airline,
and the department's policy holds supervisors responsible for ensuring
that airline tickets are used appropriately. The department, however,
does not have sufficient controls to ensure that employees use airlire
tickets properly. In reviewing employee travel claims, the department
identified two employees who misused airline tickets purchased by the

State.

Section 599.628 of the California Administrative Code allows
employees tc use airlire tickets purchased by the State. The employees
may use a travel agency to purchase tickets or use a ticket provided
through the department. Tickets provided by travel agents are billed
directly to the department. The department's policy heolds supervisors
responsible for approving the ticket recuest and for ensuring that the

ticket is used properly.



The department Tacks sufficient controls to monitor the use of
airline tickets purchased by the State. Supervisors do not receive
billing reports that show when and if tickets are wused. Thus,
supervisors cannot reconcile employees' claims with records of actual
airline use. Because of the lack of monitoring, at least two employees
have misused airline tickets. One employee used eight airline tickets
worth $408 for other than official use. This employee resigned after
being required to make vrestitution. And, in another case, an
employee's wife inappropriately used one of her husband's airline

tickets. The department reduced this employee's pay.

On May 19, 1986, the Chief Deputy Director of Resource
Management issued a memorandum that reaffirmed the supervisor's role in
monitoring airline travel. Furthermore, Caltrans Audits Office is
conducting a review of selected district offices to determine the

levels of inappropriate airline ticket use.

The Department's Procedures
for Paying Overtime Are Not
Consistent With Its Own Policy

The department does not exercise adequate management control
over employees' overtime. Contrary to the department's policy,
supervisors allowed employees to be paid overtime for accumulated
breaks and lunch times. The department also reimbursed some employees
for meal costs that were not properly documented or for meals that were

not allowed beceuse the employee did not work the number of hours
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required by the department's overtime policy. (Our comparison of
department overtime policies and state overtime regulations can be

found in Appendix D.)

In district 4 (San Francisco), 230 employees may have claimed
more overtime than they worked. The department's internal auditors
identified these employees by comparing the times on the building
security logs, which show the times employees signed in and out at the
buildings they worked, with the times on the employees' monthly time
sheets. The period reviewed was from July 1984 through March 1986.
The internal auditors presented these findings to headquarters and
district 4 management for resolution. As of June 10, 1986,
representatives of headquarters and district 4's management interviewed
107 employees with significant discrepancies between logged-in time and
the time claimed on their time sheets, as well as supervisors and
managers responsible for controlling and monitoring the employees' use
of overtime. As a result of information obtained during the
interviews, headquarters and district 4 management took disciplinary
action against 9 employees. The disciplinary actions include one
demotion with restitution, 5 reprimands, 2 reductions in pay, and one

reduction in pay with restitution.

Also, contrary to its own policy, the department's supervisors
are allowing employees to claim and be paid for more overtime than they
actually worked. The department's Policy and Procedure 77-13 prohibits

employees from being paid overtime for working through their breaks and
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lunch periods. During their vreview of overtime, the department's
internal auditors found that supervisors had established an informal
policy that allowed their employees to work through their breaks and
lunch periods on weekends, to leave early, and to claim the time that
they would have taken for lunch and breaks as overtime worked. For
example, an employee might work for seven hcurs on a Saturday and not
take Tunch or breaks, but the employee would claim eight hours of
overtime on his or her time sheet. According to the internal auditors'
review, employees worked under this informal policy between July 1984
and March 1986. Two supervisors were disciplined as a result of this

review.

In addition, the internal auditors found that the department's
supervisors were not reviewing claims for overtime meals to ensure that
the documentation supporting employees' claims met with departmental
policy. The department's Policy and Procedure 77-13 pertaining to
overtime meal expense claims states that such claims must be supported
by receipts that clearly indicate the name and address of the place
where the meal was purchased and the date it was purchased. However,
the internal auditors identified many claims centaining meal receipts
that did not indicate where the meals were purchased. Further, in
several instances, meal receipts fcr the same restaurants were
submitted out of sequence. For example, receipt number 002, dated
September 1, 1985, was submitted before receipt number 001, dated
October 2, 1985. Also, the internal auditors noted that some of the

receipts they examined appeared to have altered dates and amounts.



As of May 9, 1986, the department had sought restitution
amounting to $619 for 1inappropriate overtime meal claims from two
employees. To confirm the internal auditors' finding on overtime
meals, we made a limited review of five employees' overtime meal claims
during a one-month period. We found that all five had been reimbursed
for meals that were not properly documented according to the
department's policy. We also found that two employees were paid for
meals even though they had not worked the number of overtime hours
specified by the department's policy to qualify for a meal at state

expense.

The department's internal auditors attribute this Tlack of
control of overtime 1in district 4 to a failure by this district's
management to personally monitor the amount of overtime their staff is
working. Over a period of two to three years, some employees were
working extended work weeks which consisted of five 12-hour work days
and 8 hours on Saturday, yet there was no district policy requiring the
manager to be on the job site during these extended work hours to
confirm that employees were actually working. Additionally, although
the department produces reports which show cumulative emounts of
overtime worked by individuals and by units, managers have not used
this information to monitor and contro! their employees' wusage of
overtime. We examined and tested the internal auditors' methodology
for identifying overtime abuses in district 4, and we concur with their

findings.
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However, because of limitations in the scope of the internal
auditors' reviews, there are additional areas of concern that were not
addressed. The review of overtime was limited to district 4. We found
866 employees throughout the other districts and headquarters who were
paid for 300 or more hours of overtime from July 1985 through
April 1986. (See Appendix E for a complete listing of overtime worked
by districts' and headquarter's staff from July 1985 through
April 1986.) In addition, the internal auditors concentrated only on
discrepancies between the building security log time and employees'
time sheets. Employees were not questioned about overtime hours worked
if they did not sign the building security logs. Also, there is no
guarantee that an employee who signed the log was working or was even
in the building. Those employees who consistently did rot sign the
Togs were not held accountable, whereas employees who did sign the logs
were held accountable. For example, one employee logged in on one
Saturday for 5 hours of overtime but claimed 8 hours of overtime for
that day on his time sheet. Using the internal auditors' methodology,
he was accountable for only the 3 hours he was not logged in on that
Saturday. Actually this employee should have been held accountable for
an additional 92 hours of overtime because he had recorded on his time

sheet 92 hours of overtime that had not been recorded in the log.

Furthermore, we are concerned that the department did not
determine whether the overtime claimed by employees was necessary or
productive. The department's Office of Productivity Management

assessed the effects of overtime on productivity. Even thouah the
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Office of Productivity Management concluded that the overtime did not
adversely affect productivity in district 4, it did not consider
whether the projects warranted any overtime at all. In addition, it
did not consider whether there was a decrease 1in the productivity
levels of employees working Targe amounts of overtime over an extended
period. Without examining the quality and cuantity of work produced by
these employees, it is impossible to determine if the large amounts of

overtime they worked was justified.

On May 12, 1986, the Chief Deputy Director of Resources
Management issued a memorandum to the department's managers and
supervisors reiterating the department's policy for claiming meals for
overtime worked. In addition, the Director of Transportation requested
that district directors review individuals with overtime use exceeding
350 hours in fiscal year 1984-85 and individuals with overtime use
exceeding 20 percent of normal time worked in fiscal year 1985-86. He
also prohibited employees from working more than 480 hours of overtime
within a fiscal year. Finally, on June 10, 1986, the Director of
Transportation expanded the internal review of overtime use begun at
district 4 to other district offices. This expanded review will focus
on administrative controls 1in place to control significant overtime

users.

-25-



District 4's Practice of
Approving Overtime Is Questionable

According to the department's overtime policy, the authority
to use overtime is delegated to the division chiefs and district
directors. The supervisors within the divisions are responsible for
scheduling overtime, assigning overtime to employees, approving
overtime worked, and monitoring work performed during overtime. In
district 4, supervisors are required to keep records of all individuals
who work overtime. However, the department's internal auditors found
that second-level supervisors in district 4 were not working while the
overtime was being worked and that first-line supervisors in district 4
did not always keep track of the amount of overtime hours worked by the
employees under their supervision. We do not believe that this
practice provides for sufficient control of overtime use. Approval of
overtime should take place as close to the date the work is to be
performed as possible. Once the overtime has been worked, supervisors
should compare the overtime claimed on the employees' time sheets with
their own records of employee overtime and resolve any discrepancies

noted.

CONCLUSION

The Department of Transportation has mismanaged employee
travel and overtime. Our review and various reviews performed
by the department identified more than $284,000 of

inappropriate travel and overtime meal reimbursements to
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employees. The  inappropriate reimbursements occurred
primarily because the department's policy governing mileage
reimbursement for employees using their own vehicles was

inconsistent with state regulations.

Furthermore, the department allowed some employees to approve
their own travel expense claims, and the department has a
questionable policy of paying per diem and mileage to
employees on Tong-term temporary assignments. In addition,
the department has failed to supervise and review employee
travel claims, and lacks control over the use of airline

tickets purchased by the State.

Also, some department supervisors inappropriately allowed
employees to be paid for accumulated breaks and lunch periods,
allowed reimbursement for overtime meals that were not
properly documented, and allowed employees to claim overtime
meals without working the reaquired number of hours to justify
the meals. Lastly, district 4's practice of approving

overtime is questionable.

RECOMMENDATIONS

To improve its control over employees' travel claims, the
Department of Transportation shculd do the following during
jts on-going efforts to correct travel abuses and overtime

misuse:
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Adhere to state regulations concerning travel;

Instruct supervisors on the State's and the department's

travel policies;

Require supervisors to be more thorough in reviewing

employees' travel claims;

Instruct employees on travel regulations including
procedures for preparing travel claims and for certifying

that no state vehicle is available;

Direct the Caltrans Audits Office to conduct limited
audits of controls over travel claims in those offices

and districts with high levels of travel;

Review the travel claims of employees who had

self-approved travel claims;
Require employees who have filed incorrect or
inappropriate travel claims to pay restitution and be

disciplined, if applicable; and

Develop a monitorina system for the use of airline

tickets.
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To improve its policies concerning long-term assignments, the

department should do the following:

- Consider the costs and benefits of long-term assianments
versus the costs and benefits of relocating an employee,

before making a transfer decision;

- Place time 1limits on Tlong-term assignments or
periodically reassess long-term assignments to determine
if the cost of these assignments is becoming excessive;

and
- Clarify the policies concerning payment of long-term
per diem and mileage to employees who do not maintain a

permanent residence.

To eliminate overtime abuse and to make sure that all overtime

is used efficiently, the department should do the following:

- Hold managers directly accountable for the cvertime that

their employees work;

- Review overtime to determine if the overtime worked was

necessary for the job;
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- Evaluate the efficiency and effectiveness of individuals
required to work large amounts of overtime over extended

periods of time; and

- Review overtime meal claims throughout the department to
determine if the department's policies are being followed
and to recover payments made for unearned or undocumented

meals.

We conducted this review under the authority vested in the

Auditor General by Section 10500 et seq. of the California Government

Code and according to generally accepted governmental auditing

standards. We limited our review to those areas specified in the audit

scope section of this report.

Date:
Staff:

Respectfy]]y submitted,

MAS W. YES
Auditor General

June 23, 1986

Thomas A. Britting, Audit Manager
Douglas D. Cordiner

Clifton John Curry

Cora L. Dixon

Frank D. Luera

Wendy T. Rodriguez, CPA

Karen S. Schwager

Daniel M. Claypool

Keith W. Kuzmich
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APPENDIX A

ANALYSIS OF REVIEWS PERFORMED
BY THE DEPARTMENT OF FINANCE AND
THE DEPARTMENT OF TRANSPORTATION

This appendix summarizes our analysis of the reviews done by

the Department of Finance and the Department of Transportation of
employees' use of travel and overtime.

DEPARTMENT OF FINANCE

1.

In February 1986, the Department of Finance identified Department
of Transportation employees who worked an average of 100 hours per
month of overtime for any two months during the 13 months from
August 1984 through August 1985.

Summary of Review

This study identified 20 Department of Transportation employees who
had worked between 1,150 and 2,100 hours of overtime for the 13
months from August 1984 through August 1985.

Limitation of Review

This study did not independently determine whether overtime was
excessive. The Department of Finance gave vresponsibility for
reviewing the overtime use to the Department of Transportation.

DEPARTMENT OF TRANSPORTATION

1.

In April 1986, the department reviewed the overtime of 20 employees
jdentified by the Department of Finance and one additional employee
jdentified by the Department of Transportation. These employees
were reviewed because they had used what appeared to be an
excessive amount of overtime.

Summary of Review

When the internal auditors reviewed the overtime of the 21
employees and found discrepancies between the employees' time
sheets and the sign-in/sign-out logs, the Department of
Transportation's review of overtime was extended to a sample of 107
more district 4 employees.

The auditors concluded that management is not adequately monitoring
or controlling employees' overtime, employees were paid for
overtime that they did not work, and overtime meal claims were not
adequately documented or reviewed. The auditors recommended that
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the study should be expanded to more employees and that additional
testing of overtime meal claims should be done.

Limitation of Review

Because of inadequate documentation, much of the overtime could not
be verified. Furthermore, the auditors did not determine if the
time worked was necessary or productive.

This study was also Timited to 128 employees in district 4 and the
Sacramento headquarters of the Department of Transportation.

The department dis reviewing weekend and holiday overtime of
district 4 employees who signed the building security logs at
either 150 Oak Street or 3333 California Street in San Francisco
between July 1984 and March 1985. This report is in progress.

Summary of Review

The auditors compared times recorded in each building's security
log to times claimed by the employees each day that the employees
claimed overtime on weekends and holidays on their time sheets. At
least 230 employees had claimed more time on their time sheets than
they had vrecorded in the building logs. The auditors found that
some supervisors had informal policies that allowed employees to be
paid for more time than they actually worked. The resolution of
overtime variances between building logs and time sheets was turned
over to headquarters and district 4 management.

Limitation of Review

Overtime on normal work days was excluded from the review. Any day
that an employee did not log in and out yet claimed overtime was
not included. Furthermore, employees who consistently did not use
the security logs were not held accountable for their overtime.
The auditors did not determine if time worked was necessary or
productive. The study included only one district, although other
districts also used overtime.

In June 1986, the department's Office of Productivity Management
reviewed district 4 overtime usage and productivity.

Summary of Review

This review compared the amount of overtime used in district 4 with
the amount of overtime used in other districts. It focused on all
projects using more than one personnel year of overtime. It
compared district 4's  "percent of engineering" with other
districts. (Percent of enaineering is direct engineering charges
to produce the project divided by the contract allotment for
construction of the project.) Because of significantly high
overtime use on one project, the review suggests that the district
review its approcach to responding to public concerns. District 4
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has used significantly more overtime than other districts.
However, the study concluded that the use of overtime has not
adversely affected district 4's productivity.

Limitation of Review

The study did not examine productivity of individual employees. It
did not associate individual high overtime users with projects they
worked on.  Furthermore, the percent of overtime used on each
project was not compared to the regular time spent on each project.
The percent of engineering comparisons involved only completed
projects so most of the high overtime projects were not included in
the comparisons since they were not completed.

In March 1986, the department's auditors issued a report on their
review of employee travel claims from the Division of Structures.

Summary of Review

The auditors reviewed a sample of 84 employees' travel claims from
October through November 1985 and found questionable claims for 28
of these employees. The auditors presented the results to the
branch chief and permitted the employees' supervisors to resolve
the questionable claims with the employees.

Limitation of Review

The review was limited because the auditor's review was only a
cursory one of employees' travel claims and airline billing
reports. Furthermore, the auditors turned over the results of the
review to the supervisors who had originally allowed the errors to
occur.

On June 4, 1986, the department's auditors reviewed travel and
per diem claims submitted by the Deputy District Director for
Administration of district 7.

Summary of Review

Claims from March 1983 through April 1986 were reviewed for
compliance with department policy. The deputy district director
was overpaid $8,042 in mileage and per diem reimbursement. As of
June 10, 1986, the deputy district director was asked to make a
restitution to the State of $8,042 and was demoted on
June 18, 1986.

Limitation of Review

The auditors did not question the private car mileage reimbursement
claimed by the deputy district director and did not question
concurrent claims for per diem and mileage the deputy district
director claimed on the weekends.
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On June 6, 1986, the department's auditors audited the travel
claims of the Director of Transportation between April 1983 and
May 1986.

Summary of Review

The Director of Transportation was overpaid $1,231 because he
claimed mileage reimbursements hicher than allowed by state
regulations and was not eligible to receive reimbursement for
certain meals. Also, the State incurred $374 of unnecessary cost
due to the director's inappropriate use of a department aircraft.
By June 17, 1986, the Director of Transportation had paid back to
the State $1,605.

Limitation of Review

None.
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SUMMARY OF DISCIPLINARY ACTIONS TAKEN

AS OF JUNE 11, 1986 AGAINST THE DEPARTMENT
OF TRANSPORTATION'S EMPLOYEES WHO ABUSED

OVERTIME AND TRAVEL REIMBURSEMENT

Disciplinary Actions Taken

Per Diem Claims

Dismissal

Suspension

Reduction in pay

Letter of reprimand (supervisor)

Overtime and Overtime Meals

Demotion

Reduction in pay

Official reprimand (supervisor)
Letter of reprimand (supervisor)
Corrective interview (supervisor)

Overtime and Mileage Claims

Dismissal
Demotion (supervisor)
Letter of reprimand (supervisor)

Total Number of Employees
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1120 N Street GEORGE DEUKMEJIAN

Sagr;;into GOVERNOR OF
CALIFORNIA
(916) 445-1331

Insurance

Alcoholic Beverage Control Housing and Community

Banking

) Development
Corporafnoqs Motor Vehicles
California Highway Patrol Real Estate

California Housing Finance Savings and Loan

Agency i
Economic and Business 1;?:?;?8;\&
Development BUSINESS, TRANSPORTATION AND HOUSING AGENCY Office of Traffic Safety

June 20, 1986

Mr., Thomas Hayes
Auditor General

660 J Street, Suite 300
Sacramento, CA 95814

Dear ‘Mr“.’“ %’Q/\/\
Draft Report on Caltrans Management of Overtime and Travel

Thank you for the opportunity to comment on your draft
report covering Caltrans actions to improve the management of
overtime and travel. 1In order to put this report and our
response into perspective I believe we need to consider the
reason you were asked to perform the audit. For several months
Caltrans has been actively reviewing the management of overtime
and travel related items such as private car usage and travel
expense claims. The reviews have resulted in a significant
number of personnel actions, improved rules and a heightened
level of awareness among all people in the Department on the need
to use good business sense in following the rules.

The Legislature upon hearing of these actions regquested an
independent review by your staff to ensure that any abuses were

being dealt with and that Caltrans management is in control. I
believe that the statement on Page 5 of your draft report which
reads as follows: "For each of the issues mentioned in this

report, the Department has initiated or has completed corrective
actions" should put these legislative concerns to rest. The
report also verifies that all of Caltrans travel policies with
one exception are in compliance with the Department of Personnel
Administration's regulations. The exception involves the
Department's full time driver concept developed during the early
1970's to reduce the size of the State fleet and our overall
costs. While the concept was good, it was not updated consistent
with current regulations. A revised policy has recently been
issued in compliance with the regulations.
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Mr. Thomas Hayes
Page 2
June 20, 1986

We appreciate the recommendations of your staff and will
incorporate them into our action plan. In our 60 day response to
your final report we will be able to report on the conclusion of
a significant number of actions currently underway and will
provide a status report for those yet to be completed. I
appreciate the professional conduct of your staff. I am
convinced that their recommendations and the actions taken by
Caltrans will result in an even stronger organization.

¥sportation
and Housing Agency
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