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INTERNAL AUDIT REPORT
Confidential

To:
Human Resources Manager

cc:
Head of Organisational Development


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

EXECUTIVE SERVICES - ORGANISATIONAL DEVELOPMENT – HUMAN RESOURCES
1.
Auditee and Background
1.1
The auditee is the Human Resources (HR) Manager who reports directly to the Head of Organisational Development.

1.2 HR’s core objective is to help the Council achieve its corporate objectives by promoting and influencing organisation development in line with the corporate priorities of the Council.  It provides strategies, policies and support mechanisms to ensure that human resources are deployed and used in the most effective way.

Currently the section is also closely involved in the implementation of the Single Status Agreement.

1.3 One of the key functions of the section is to ensure that the Council complies with all aspects of employment legislation and accordingly must keep abreast of all new and changing legislation.  Recent examples of new legislation cover areas such as Gender Equality, changes in Maternity/Paternity/Adoption regulations and the employment of staff over the age of 65.

1.4 The software utilised within HR is:

	Function
	Description

	Microsoft Office
	Excel, Word, Access & Outlook

	Financial Management System
	Integra

	HR Management
	CHRIS


1.5 The HR budgets for 2006/07 and 2007/08 are detailed as follows:

	
	
	

	
	2006/2007
	2007/2008

	Support Ledger
	£
	£

	Income
	-2,000
	-2,040

	Employee Costs
	490,323
	447,797

	Operating Costs
	184,002
	186,233

	Recharges In
	-801,838
	-708,967

	Recharges Out
	129,513
	76,977

	
	0
	0


	
	2006/2007
	2007/2008

	General Ledger
	£
	£

	Moving On Project
	13,635
	14,133

	
	13,635
	14,133


1.6 HR has the following staff:

	Post
	FT
	PT
	Total

	HR Manager
	1
	
	1

	HR Adviser
	2
	
	2

	HR Adviser (temp)
	1
	
	1

	HR Adviser (maternity leave)
	
	1
	1

	Trainee HR Adviser
	1
	1
	2

	Trainee HR Adviser (maternity leave)
	
	1
	1

	Single Status Project Manager
	1
	
	1

	Staff Welfare Officer
	1
	
	1

	Training and Skills Co-ordinator
	1
	
	1

	Senior HR Assistant
	1
	
	1

	HR Assistant
	2
	
	2

	HR Administrator
	1
	
	1

	HR Administrator (temp)
	1
	
	1

	Clerical Assistant
	1
	
	1

	Clerical Assistant (temp)
	1
	
	1

	
	
	
	

	Total
	
	
	18


2.
Audit Scope
2.1 This is an audit of Human Resources.

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, application of value for money and timely submission of the annual Service Plan; Human Resource Management including staffing arrangements; overtime and expense claims, staff terminations and transfers, staff training, register of interests, holiday entitlements, recruitment, absence management and security of employee records; Financial Management comprising purchase orders, budget monitoring, journals, virements, and petty cash;  Human Resource Administration comprising Council-wide policies, establishment numbers, post records, recruitment and selection, honoraria, ill health and early retirements, redundancy payments, employee records, Corporate training needs, Personnel Liaison Group, Childcare Voucher scheme and the Corporate Leisure Pass scheme; Contract Management involving contractually enforceable arrangements and contract conditions; Miscellaneous including travel, records retention and destruction and statistical returns.
2.3
The audit scope period within which audit tests were performed was the nine months to 31 August 2007.

Details of areas tested during the course of the audit are attached, Appendix 1.

3. Key Audit Issues

3.1
We are concerned about the adequacy of controls surrounding the creation of new posts on the CHRIS system with the consequence that establishment numbers may not be accurate.  It is vital that adequate information is provided to HR to indicate that the posts are appropriately approved.


3.2 
The Training and Development Policy approved by Council in December 2005 has not yet been implemented.  HR was further reminded about this issue in September 2006.  It is surprising that HR have still to progress this issue and are currently utilising the superseded 1998 policy, which remains on the Intranet for current guidance.

3.3
Council Standing Orders are being ignored in that there is no contract in place with the agency that the Council uses for recruitment advertising and no tendering process has been undertaken.  It is particularly disappointing that despite early efforts to put this in place, including a possible joint project with Orkney, this has not been undertaken although assurances were given during the previous audit that this would be resolved.

4.
Audit Issues

4.1
Existing Council policies are not always being reviewed/updated every 
three years in accordance with HR’s Service Plan.


4.2
Expense and overtime claims are not all being completed correctly and 
authorised appropriately.

4.3
The scoring system used for recruiting staff within the section is not  always sufficiently transparent and could be open to challenge.


4.4
There are insufficient controls over the authorisation and documentation 
of annual leave and TOIL.


4.5
The Travel Procurement Procedure is not always being adhered to.


4.6
Purchase Order Procedures and Financial Regulations are not consistently being adhered to.

4.7 
There is no cover for the Staff Welfare Officer when she is on annual 
leave or in the event of unexpected absences and there is no procedure 
document in place for the administration of the Childcare Voucher 
Scheme.
5.
Key Observation


5.1
  We were advised that extensions to honoraria do not now require the approval of the HR Manager and only require Service Manager authorisation.  It was noted that some honoraria have been ongoing for a number of years, which contradicts the temporary nature of the allowance as stated in the Staff Temporarily Undertaking Higher Duties Policy.  In addition, it was noted that one individual has moved through the scale points on her higher grade, contrary to the policy which states that employees will be placed on the minimum point of the higher scale.  Accordingly consideration should be given to reverting to the position whereby extensions to honoraria always have HR Manager approval.  

6.
Other Observations
6.1 There were some difficulties in accessing information relating to Purchase Orders and Journal Entries due to the filing system used.

6.2   The accuracy of employee records on CHRIS has not been tested as part 
of this audit.  As departments are responsible for inputting employee 
details to the system and as HR no longer hold employee files, this area 
will be tested in subsequent departmental audits as a routine part of the 
Human Resource Management programme.

6.3
We would like to take this opportunity to thank all staff for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff was much appreciated during the audit, particularly given the added pressures that are being experienced within the section due to the implementation of the Single Status Agreement.
6.4
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

7
Auditee Response
7.1
A written response is required, to the Head of Organisational Development, with copies to all recipients of this report by 14 December 2007.


7.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date:
16 November 2007

Report No: IAR/16/11/07
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