Waganakising Odawak
Little Traverse Bay Bands of Odawa Indians

7500 Odawa Circle, Harbor Springs, Michigan 49740
Phone 231-242-1401 e Fax 231-242-1412
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TO: LTBB Tribal Council

FROM: Fred Kiogima, Chairma@

DATE: September 29, 2014

RE: EXECUTIVE RESPONSE TO TRIBAL COUNCIL REQUEST TO GO TO WEEKLY
PAYROLL

Thank you for the opportunity to allow the Executive Branch to do our due diligence to fully
investigate Tribal Council's request to return to weekly payroll versus bi-weekly payroll so we can
have as informed discussion as possible before the Executive makes a decision to implement any
change.

We believe that it is most important and responsible fo look at the total picture and do our due
diligence in fully researching all the potential ramifications and impact not only the financial, but the
political as well as the unintended consequences if making a change in the payroll period.

As we face difficult decisions as elected officials and responsible stewards of the 4570 LTBB
citizens and their assets, we feel duty bound to pose the following question, “How do we balance
our fiscal responsibility to the 4570 citizens with our responsibility to the 203 employees?”

Areas of concern the Executive sees when looking at the bigger picture, begins with the overall
impact that a budget increase will have overall. Based on Tribal Council's Treasury Director’s
Financial Impact Analysis, returning to a weekly payroll is projected to cost an additional $60,000,
which will increase the annual operating costs when we all know that revenues are declining. This
decline is also at a time when the recent casino refinance with Wells Fargo increases the annual
repayment obligation AND that this agreement also requires that the bank get its money first!

It should also be noted that the Executive has seen this coming and has implemented cut backs in
the approved 2014 Approved Budget as well as 2015 and in preparing for 2016. We know that we
simply cannot continue to increase our annual operating costs in one area without taking into
consideration where the reduction will be fo accommodate any such increase. Any failure to focus
on containing operating costs when we all know that the casino revenues have continued to
decline each month as compared to 2013 is setting us all up for a major downfall...especially
knowing that council chose to set up the Executive to go into FY 16 with af least a $1.3M deficit in
the Health Park Budget reasoning that a supplemental could be requested.



Regardless of this intended shortfall, overall it is most unwise to spend down on any reserve
dollars to consistently supplement annual ongoing operational costs. Your reserve fund would be
depleted in no time with no ability to handle unforeseen emergencies, which leads me to another
area that has been impacted by budgets cuts. The Executive vetoed the initial 2015 budget
requesting an additional $250,000, which council approved, but turned around and cut deeper into
the Executive’s 2015 Budget intentionally stripping the CIP Budget down to $150,000, when we
know just fixing/replacing equipment and deferred maintenance failures this year alone has far
exceeded that amount. This line item will continue to increase because of years of deferred
maintenance forcing us into an emergency response mode fo fix/replace outworn equipment in
each of the 5 main buildings. Even though we are developing a strategic plan to help get us out of
this emergency response cycle, we will need significantly more than the $150,000 budgeted to
achieve any amount of success.

As responsible stewards, the Executive has worked to contain rising annual operating costs in view
of the immediate and long term revenue reductions by bringing COLA and insurance costs more in
line so we can minimize any potential layoffs as a result of those revenue shortfalls.

In addition, returning to weekiy payroll would also have a significant impact on our Human
Resources Department. Weekly payroll would limit HR’s data entry days to Thursday and Friday;
turnaround time for HR Authorization forms requiring supervisor's signatures can take up to a week
to return, thus interfering with getting new employee info entered in time for the payroll process;
company sponsored and elective benefit deductions would need to be recalculated and re-entered
into the Abilia for every employee. Please see attached memo.

In closing, the bottom line for us because of the declining revenues and the current 2015 deficit, as
cited above, very difficult decisions will seriously need to be made on where to make cuts. Itis
entirely possible that this bottom line will translate into necessary layoffs somewhere, so adding the
position to reinstate weekly payroll will ultimately force the elimination of a comparable position
elsewhere because of budget these restrictions...is that Council’s desire and intent?

If so, perhaps we should consider implementing a survey of all employees to see what they would
want us to do as a majority if they knew what the actual and absolute cost was to implement a
weekly payroll.

It should also be noted regarding the timeline that it would take 4-6 months to implement any such
change as the position would need fo be posted, interviewed, hired and trained BEFORE weekly
payroll distribution could happen.

We look forward to discussing this item further with Tribal Council so that we can all understand the
gravity and complex nature of the full impact of the ramifications (and unintended consequences)
before a decision is made.

Attachments:

CFO Memo RE: Cost of implementing Weekly Payroll instead of Bi-Weekly

HR Director Memo RE: Weekly Payrolf

CFO Financial Impact Statement fo convert to Weekly Compensation from Bi-Weekly

Treasury Director’s Financial Impact Statement — Estimated Additional Costs for going from 2-week
pay Period to Weekly Paychecks and Email dated 9-17-14

Accounting Department — Payroll Clerk Time Study




Little Traverse Bay Bands of Odawa Indians
' Chief Financial Officer

7500 Odawa Circle

Harbor Springs, Michigan 48740

Memorandum

To: Debbie Del.eon, Vice-Chairperson
From: Carrie Carlson, Chief Financial Officer
Date: September 22, 2014

Regarding:  Cost of implementing Weekly Payroll instead of Bi-Weekly
Vice-Chair DelLeon, —

This memo is in response to the request from Tribal Council for the Executive to give the Legislative Branch a
Financial Impact Statement on the implementation of weekly payroll, versus our current bi-weekly system.
Please note my analysis is attached. The addition of a Payroll Technician could cost LTBB anywhere from
$57,575 to $60,4486 in the first year, and would cost the LTBB Accounting Department $68,382. By
comparison, Council, Executive and Judicial approved the COLA decrease, effective January 1, 2014, from a
4% minimum to a 1.5% minimum. The cost savmgs for this measure was an’nmpated to equal $141 500 in
2014, or $56,600 per 1% COLA decrease. )

To further expand on the specific costs contributing to an increase, please be aware hiring another Payroll
Technician will impact the salaries line item first and the fringe line item second. Startmg a staff member at the
bottom of Level 4 will increase salaries and fringe by $44,694.50.

In addition, this person would need a workstation. As our office space is currently maxed out in the
Accounting Department we would have to move around several departments to effectively set up a payroll
office. We would have to purchase a desk and worktop, as well as an office chair, a computer, a printer and a
desk telephone. Ancillary supplies would also have to be purchased.

If we hire another Payroll Technician | would like them to obtain the Certified Payroll Professional designation
(CPP), offered through the American Payroll Association (APA). To earn the CPP, you must pass an exam
that covers knowledge of core concepts like taxes and benefits; compliance issues; calculation methods;
payroll systems; and accounting, management and administration issues, such as policies, procedures and
auditing. Once you have obtained the CPP designation, you are subject to re-certification requirements of 120
credit hours of continuing education per year. This will impact the travel and training line item.

The analysis by the Office of the Treasury stated they had not accounted for "efficiencies created by the Sage
accounting system”. Please be aware the implementation of SAGE software did not, nor did we expect it to, create
any efficiencies within the payroll system. Eléctronic timesheets were implemented as the software offered the
option at no additional cost, and it demonstrated great convenience for staff in cutlaying buildings, as they did not
have to worry about sending over a staff member to deliver paper timesheets on Mondays and it offered employees
the option to access their payroll history directly.

Please be aware our 2015 approved budget is funded for our current staffing levels as is our 2016 requested
budget. Should Council implement a mandated weekly payroll we will need supplemental funds for 2015 in the
amount listed above. Our implementation phase would include drafting an updated job description, posting the
position, hiring a qualified candidate, fully training the candidate, and evaluating the candidate’s performance for
ability and aptitude. This implementation phase, as well as transitioning employees and their related deductions,
would most likely take a minimum of 6 months from the t{me we receive notice of a weekly payroll requirement unt|l
we could actually begin compensating staff weekly.

Mygwech for your time,
t_.—fkff:\“"-- .

Cayrie Renee Carlson
ief Financial Officer

Cc: Michele LaCount, Legislative Office Manager
Rebecca Atkinson, Executive Office Manager
Cheryl Kishigo-Lesky, Controller
Michael Garrow, Treasury Director
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Memo from:
Denise Petoskey, Human Resources Director
Little Traverse Bay Bands of Odawa Indians
7500 Odawa Circie
Harbor Springs, MI 49740

Tele;
Fax:

Emait. dpetoskey@ltbbodawa-nsn.gov

(231) 242-1561
(231) 242-1565

Date: Monday, September 29, 2014
To: LTBB Chairman, Fred Kiogima
RE: Weekly Payroll

Please take note of the following Human Resources Department concerns related to
returning to weekly payroll.

1.

Weekly payroll would limit our data entry days to Thursday and Friday, as HR
cannot make any changes to employee information within Abilia while payroll is
in process.

HR Authorization forms still require supervisors to sign a paper form and return
to HR for authorizations, These forms can sometimes take up to a week to return.
Employees whose forms are not returned in a timely fashion could miss the
payroll window.

Employees must be entered in to Abilia {see authorizations above) to have a
timesheet in EWS.

Company sponsored benefits and elective benefit deductions would need to
recalculated and re-entered into Abilia for every employee.

Please contact me if you have additional questions.
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Debbie DeLeon

From: Michael Garrow

Sent: Wednesday, September 17, 2014 3:11 PM

To: Carrie Carlson

Cc: Debbie DelLeon; Tribal Council

Subject: LTBB Weekly Payroll Period Analysis

Attachments: Financial Impact Statement Weekly Paychecks V3 xIsx
Carrie,

Attached is an update for the FY2012 Payroll Period Analysis to reflect more recent historical data from FY2013 and YTD
for FY2014. The original FY2012 analysis completed by Treasury is on the first tab labeled “2012” since it was the initial
analysis containing the 2012 data. Tab two contains the data for 2013 and tab three contains the YTD data for 2014.

Based on all three years of data (and attached assumptions) it appears that the additional costs of salary and direct costs
for another payroll technician is approximately $60,000 annually. The burden percentage ranges from 70% in FY2012,
65.9% in FY2013 and 60.2% in FY2014. It appears to go down a little year-to-year, however that may because there is
more volume (people) to spread some of the costs out, e.g., space, travel, and training.

The task at hand is to determine the incremental amount for the remainder of FY2014 plus the FY2015 amount since the
support technician position was not included in the FY2014 or FY2015 LTBB budgets which have already been approved
by Tribal Council. The assumption based on an October 1% 2014 start date for the support technician would be for
$15,100.36 for the remainder of FY2014 plus $56,087.07 for FY2015. The position could then be added into the FY2016
budget.

Feel free to utilize the attached analysis and change any assumptions that may be more appropriate for the accounting
department. Thank you.

Michael

From: Carrie Carlson

Sent: Tuesday, September 16, 2014 3:00 PM
To: Michael Garrow

Cc: Regina Bentley; Debbie Deleon
Subject: Weekly Payroll Analysis

Michael,
So we have similar format can you share with me the Excel workbook you used on your weekly payroll
analysis?

Carrie Renee Carfson

Chief Financial Officer

Little Traverse Bay Bands of Odawa Indians
7500 Odawa Circle

Harbor Springs, Michigan 49740

Phone: 231-242-1442

Cellular: 231-838-6850

Facsimile: 231-242-1445



From: Michael Garrow

Sent: Wednesday, August 06, 2014 12:13 PM
To: Beatrice Law

Cc: Tribal Council

Subject: FW: Weekly Payroll Period Analysis

Councilor Law,

You had requested that the Treasury follow-up regarding the costs that were calculated last year, in regards to LTBB
going from a two-week pay period to a one-week pay period.

I just confirmed with the CFO, the results of last year’s analysis, that the additional annual costs to LTBB are
approximately $70,000 per year created by hiring an additional payroll technician for the increase in workload.

Thank you.

Michael

From: Carrie Carlson

Sent: Wednesday, August 06, 2014 11:56 AM
To: Michael Garrow

Subject: Re: Weekly Payroll Period Analysis

No change from last time in so far as base costs as we would need a second payroll clerk. We will share
Angela's time study if requested. Please note the new software did not reduce staff workload in our

department. The new software was necessary as our old software was no longer being supported by the
manufacturer and would no longer be functional. The new software happened to offer electronic timesheets and
purchase orders for ease of access for LTBB staff as is common today but did not reduce the workload of
Accounting staff. Much like a new car has more bells and whistles and runs better than a 13 year old car but it
still needs a fulltime driver.

Sent from my Verizon Wireless 4G LTE DROID

Michael Garrow <MGarrow(@LTBBODAWA-NSN.GOV> wrote:

Carrie,

Last Year the Treasury was asked by the Tribal Council to review the potential costs in going from a two-week
pay period to a weekly pay period. The analysis demonstrated that the estimated costs to proceed with such a
move would be $69,421 per year since an additional FTE would need to be hired, based on the assumption that
the current technician is fully utilized.

At a meeting last month, a tribal citizen stated that it was their opinion that with the new accounting system and
additional accounting staff hired that accounting could go to a weekly pay period for minimal costs. Because
of this Treasury was asked to relook at the prior numbers. When I spoke to you about this topic, you advised
me that Angela was performing a wage study to review her hours and that would be completed last Friday.



Please review the attached spreadsheet of FY2012 costs and consider the info provided in Angela’s wage
study.

Is it still fair to say that another payroll technician would have to be hired if LTBB went to a weekly pay period
or has this assumption changed?

Please let me know if this assumption has changed and if so, what new assumptions should be considered. 1
don’t need an exact amount I just need to see if the figure has drastically changed in either direction. Below is
the written summary from last year:

Summary of financial impact

Financial Impact to tribe is estimated at $69,421.

Payroll is currently performed in-house by a single payroll technician who processes approximately 235 checks
per pay period. A movement to a weekly paycheck cycle would most likely double the amount of required
work. As the current technician is fully utilized already, there is no additional capacity available to absorb this
additional work. The burdened cost of an additional technician would cost approximately $59,500 per year.

Thanks,

Michael



