Payroll Time Management System Proposal

Introduction

Our current system for collecting employees’ times cards and submitting the data to payroll is a piecemeal approach that automates some of the steps found in payroll processing, but still includes many manual tasks that could readily be automated.  The system is expensive and error prone because of its heavy dependence on manual steps.  As salaries and office expenses have gone up the result has been increasing costs to record employees’ time and process employees’ payroll.  Our organization sees a need to improve the current processes while implementing a system that automates more of the company’s processes related to time and resource management.  
The current system is a mixture of automated steps, interrupted by manual tasks that require subsequent re-entry of data into electronic form.  Each of these interruptions adds cost (labor hours for repeated data entry), a source of error (keypunching mistakes), and increases the cycle time.  It includes a means of for logging hours and charge numbers.  Charge numbers are the means to track the specific funding line for the task the employee worked

 The process flow is:

1) Each employee accesses the database loaded either on the individual computer or a central server.  

2) The employee enters the hours worked on each day in the pay period and enters a corresponding charge number.  The standalone database then converts each employee’s input to a bi-weekly timesheet printout.  

3) The employee prints and signs the timesheet.

4) The employee manually forwards the timesheet to the first level supervisor for approval.  

5) The first level supervisor manually forwards the signed timesheets to the Human Resources (HR) Department where the data is keyed, by hand, into the payroll system. 

6) The HR department enters additional information to fully populate the fields needed to generate the pay action.  Items include employee pay scale and exempt /non-exempt status. 

7) HR approves the pay request and forwards it to accounting.  
8) Accounting pays the employee electronically via Direct Deposit, or via a check. 

9) Accounting produces a record of charges to specific charge numbers and electronically transfers it to the CFO. 

Stakeholder

The stakeholders of the current system are:

· The employees, who use the system to enter the hours they worked and identify the particular projects those hours were expended on

· First level supervisors, who review printed time sheets to ensure the information is correct.  

· HR Payroll division, who ensures charge accounts are valid and funded before forwarding pay approvals to accounting. 
· Accounting, who issues payment based on the timecard approvals from HR and who produces summary reports for charge number expenditures.

· CFO, who is responsible for the overall payment accuracy and timeliness of the company. 

Employee’s uses the systems to enter the hours they worked and identify the particular projects those hours were expended on. 
First level supervisors review printed time sheets to ensure the information is correct.  They are concerned with ensuring employees properly record their hours and correctly document any vacation time, sick leave, or other non-work hours.  The supervisors review to match the codes for these activities with their own knowledge of their employees’ activities in the pay period.  They also review the charge numbers employees have entered to make sure the appropriate job or overhead account is being billed.  Corrections are made either by returning the timesheet to the employee for correction or by a written correction to the timesheet by the supervisor.  Either is acceptable to the HR payroll division.  

HR Payroll division employees take the timesheets and inspect them to ensure both the employee and first-level supervisor have signed them.  They then enter the timesheet data in a HR database that includes the pay scale and overtime eligibility for each person.  

Accounting receives the details of all billing to the charge numbers and uses this as a base of information to generate invoices to customers or bill internal accounts.  Accounting pays the employees.    

The CFO receives a summary report of the charge numbers billed in each pay period.  

Key Problems

The key problems to the current system are:

· The lack of a direct, electronic connection to the payroll system.  The lack of this connection means the payroll division must manually enter information that already exists electronically within the company.  This leads to data entry errors. 

· The labor hours required to process payroll actions has not improved over the last ten years.  The general level of automation currently available in administrative tasks has opened the opportunity to reduce the labor hours needed for this task.  Expenses in processing are increasing faster than the rate of salary inflation for the payroll division, leading to the conclusion those overall hours for this task has increased over time.  

· The translation steps between manual and automated processes increase the overall cycle time to pay an employee.  This has created a situation in which each layer in the process has set deadlines for submission that guarantee them they will not be the step that prevents an employee from being paid on time.  As a result, some entries are estimates that project hours prior to the fact.  When the projection does not match thee actual work, the employee must submit a corrected timecard.  Shortening the cycle time would reduce the need for hour estimation by employees, and eliminate a portion for the corrected timecards. 
Product functions and requirements

The new system must have the following functions:

· Electronically link timesheet data to the payroll beginning at the employee level and carrying forward to the issue of a check or Direct Deposit action. Employees can enter the hours they’ve worked in the past pay period into a web-based or stand alone program and the data will be automatically entered in payroll’s database
· Eliminate the need to re-enter any data generated earlier in the payroll process.  As the timecard is reviewed at by the supervisor or payroll office, no data entered at a lower level will need to be entered again. Higher actions will consist of a review of the information, possible corrections, and approval. 

· Automate the HR Department’s processes from employee input, supervisor review to payroll direct deposits or check writing.  Once the employee enters hours and charge numbers, supervisors and payroll employees will be able to review and approve the records.  

· Allow the HR and Accounting departments to produce reports using the timecard data.  Examples include (1) a record for the CFO and Accounting Department of all charges by charge number, (2) a means for first level supervisors to track overtime by employee or charge number, and (3) a report of balances associated with each charge number.  

· Comply with the security requirements that are derived from the Privacy Act.  Specifically this means the safeguarding of social security numbers as the pay system processes transactions. 
