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1.
Auditees and Background

1.1
The auditee is the Payroll / Pensions Manager who has a line reporting responsibility to the Financial Support Services Manager, Finance Services.


1.2
The Pensions & Payroll Section is responsible for overseeing the administration and processing of the salaries, wages and pension payments for approximately four thousand seven hundred (4,700) employees, including six hundred and forty four (644) pensioners, through forty nine (49) payrolls. The numbers of payrolls reflect the multiplicity of conditions of service and local agreements in place. The Section also administers over 3,000 Pension records.


1.3
The Pensions / Payroll Section has thirteen (13) full time members of staff including a Graduate Trainee and a temporary employee. The Payroll Manager has overall responsibility for the management of the section and specifically administers pension matters. The Assistant Payroll Manager performs a number of supervisory tasks and is principally engaged in system maintenance, system interface control, reconciliation’s and reports along with maintaining the Members’ payroll. The Senior Payroll Officer and other Payroll Officers are each assigned specific payrolls to administer. Within the Payroll pool of staff a degree of operating flexibility exists to enable coverage for staff absence, dealing with peak processing periods and meeting payroll deadlines. 

1.4
The main payroll computer system (CHRIS) processes all payroll data and produces the resultant payroll documentation and reports. The system is also supported by EXCEL computer files which produce reports and schedules for other Finance Department sections and outside agencies. The payroll system interfaces with the INTEGRA General Ledger and other computerised sub systems.


1.5
The Computerised Local Authority Superannuation System (CLASS - CPX) stores masterfile records for all existing members of the Council's Pension Scheme. It also provides calculations for pensions, transfer values, pension projections, reports and standard letters. The system can interface with CHRIS

2.
Audit Scope

2.1
This is an audit of Finance Services, Pensions & Payroll Section.


2.2
The audit encompassed a review of the administration and controls surrounding the application of statute and Council policy, system access controls and their alignment with job responsibilities and segregation of duties, access to end-user systems and back-up routines, disaster recovery, establishment control from the standpoint of payroll verification, adequacy of written payroll procedures, proper determination of emoluments and entitlements, maintenance of payroll masterfile data, input completeness, validity of payroll amendments, adequacy of manually computed data, execution of payroll payments, appropriateness and validity of payroll deductions, accounting for pension contributions from staff and employers (including the admitted bodies), performance of control reconciliations, adequacy of physical access / security measures, completion of manpower or other statistical employment returns, staffing arrangements, training and register of employee interests.


2.3
The audit scope period within which audit tests were performed was the nine months to 31 October 2002.

3.
Audit Issues
Details of areas tested during the course of the audit are attached. 

(Appendix 1)


ICT

3.1
The system of signing for cheques when they are delivered to ICT requires reinstated.



Payroll
3.2
BACS processing procedures require to be more rigorous

3.3
Procedural documentation requires reviewed to ensure individuals are clear in their roles / responsibilities. (Refer Observation 4.1)

3.4
Amendments to forms received at Payroll for processing should be appropriately initialled and dated. (Refer Observation 4.1)

3.5
Clear procedures should be developed to ensure independent verification of adjustments. We would suggest this should be for adjustments over £2000. 

3.6
Authorised signatories should adequately evidence review of fortnightly payrolls


Pensions
3.7
All Pension Entitlements / Transfer Values should be subject to independent verification.

General

3.8
Manual records require to be adequately secured for security purposes and to ensure compliance with the Data Protection Act 1998.

3.9
The Register of Interests for Payroll / Pensions employees requires updated

4.
Key Observation
4.1
During the course of the audit we noted a significant amount of inaccurate and / or incomplete documentation being passed, by departments, to Payroll for processing.  This unnecessarily increases pressure on the Payroll workload. The Head of Finance issued a memo, on 12 September 2002, reminding authorised signatories of their responsibility to ensure documentation received into Finance is completely correct. In addition Payroll have provided some training to assist in form completion. It is disappointing to note that, to date, these initiatives have had little impact on the quality of form completion. It is to be hoped that coupled with, Internal Audit’s, suggested review of procedural documentation the situation will improve. Notwithstanding the above, we are of the view that disciplinary measures may require to be instigated, within departments, if improvement is not readily forthcoming.

5.
Other Observations
5.1
An interface has been developed between the CHRIS / CLASS - CPX systems. When data is interfaced control totals will be required to ensure completeness of information transfer. This has been agreed with ICT.

5.2
We note following review by External Audit it is intended to reintroduce periodic review by departments of Payroll lists to confirm accuracy of detail. 

5.3
We would like to take this opportunity to thank all the staff from the Payroll Section for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. 

5.4
This audit will be followed up in approximately twelve (12) months time where areas of concern identified will be reviewed.

6.
Auditee Response
6.1 
A written response is required to the Financial Support Services Manager, with copies to all recipients of this report by 21 February 2003.

 6.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date: 
24 January, 2003
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