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INTERNAL AUDIT REPORT
Confidential

To:
Expenditure Manager

cc:
Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Executive Services, Finance, Payroll & Pensions
1. Executive Summary


The auditee is the Expenditure Manager. 


Throughout the audit scope period, it is recognised that Payroll has been functioning under extremely difficult circumstances.  The section is currently under-resourced due to long term sickness, but despite the implementation of Single Status and the introduction of CHRIS21, Payroll staff have continued to be extremely conscientious in their efforts to produce the payroll timeously and accurately.  

There were no key audit issues identified during the audit of Payroll & Pensions. However five audit issues covering invoicing, reconciliations, the payroll verification exercise, retention and destruction, working time regulations and expense claims were identified.

2.
Audit Scope
2.1 This is an audit of Payroll & Pensions.
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 CHRIS data verification; Human Resource Management including staffing arrangements, overtime and expense claims and employee review and development; Financial Management incorporating purchase orders, budget monitoring and sales invoicing; Establishment Control covering the payroll verification exercise and confirmation of pensioner/deferred member  status; Payroll Administration incorporating written procedures, administration of national conditions  and local policies, maintenance of master file data, completion and approval of information prior to being processed, authorisation of amendments, checks on manually computed data, data is accurately controlled and recorded, payments are appropriately authorised and paid to the relevant bank accounts, deductions are paid or transferred to  the appropriate agencies and that audit trails exist; Pensions Administration covering accountability of contributions, calculation of transfer values, accuracy of disbursements, abatement rules and audit trails; Miscellaneous encompassing reconciliations, access to records, statistical returns, fidelity insurance, service level agreements, interruption of critical areas of operation and the retention and destruction schedules.  

2.3 The audit scope period within which audit tests were performed was the nine months to 31st January 2010.

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

3. Audit Issues 

3.1 
Pay bill invoices should be prepared monthly in accordance with the Service Level Agreements and when reviewed, SLAs should set out the charging structure.
3.2 
Servitor and Webroster interfaces should be reconciled with CHRIS after the uplift process.
3.3 
The Payroll Verification exercise should be carried out to completion.
3.4 
Advice should be sought from the Data Protection Officer regarding the retention and destruction of pension data.
3.5 Working time regulations should always be adhered to and expenses claims submitted by Payroll staff for authorisation must always be ruled off.
4.
Observations
4.1
Once Single Status is complete and the Section is fully resourced the Expenditure Manager and the Payroll Manager intend to carry out a review of the business processes.   However, the service must keep up with current legislative requirements such as the HMRC requirement to aggregate earnings.  This has been identified within Payroll & Pensions Service Plan and the work required to implement these requirements would require to take priority over any business process review.
4.2
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.
4.3
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

5.
Auditee Response
5.1
Attached as Appendix 2 is a formal agreed action plan that constitutes the Expenditure Manager’s response. Any further comments should be forwarded to all recipients of this report, including Internal Audit.

Date:
23rd April 2010
                                                      Report No: IAR/P&P  
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