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Recipient of Report
Action 

Required
Mgmt Summary
Applicable Section(s) of Matters Arising
Appendix B to note

Head of Personnel and Development Services
Note actions detailed in Appendix B (i) 
Full Summary
All Sections
B (i)

Pay Services Manager
Note actions detailed in Appendix B (i)
Full Summary
All Sections
B (i)

Assistant Pay Services Manager
Note actions detailed in Appendix B (i)
Full Summary
All Sections
B (i)

Head of Financial Services
-Response required by 29th March.
Full Summary
All Sections
B (ii)

Chief Accountant


For information 
Full Summary
All Sections
B (ii)

Head of ICT Services
-Response required by 29th March.
Full Summary
Sections 9 & 11
B (iii) 

Senior Applications Specialist 
For information
Full Summary
Sections 9 & 11
B (iii)

Director of Corporate Services
Draft & Final report – for info only 
Full Summary
All Sections
All

Deputy Chief Executive


Draft & Final report – for info only
Full Summary
All Sections
All

Audit Committee


Final report – for info only
Full Summary
None
All 

1. Reason for the Audit
1.1. The audit was undertaken as part of the agreed Audit Plan for 2006/07.

2. Background Information / Summary of the Audit Area
2.1. There were huge changes afoot for the Payroll function during 2006/07.  A new pay/personnel system “Trent” has been successfully run in parallel with the existing OpenDoor system, with a potential live date of 1st April 2007.   

2.2. The implementation process has been briefly considered as part of this review, however, until the system has been operational for a meaningful length of time, there is no real benefit of fully reviewing the new system as it stands.  This of course, and the transitional period will be the focus of the 2007/08 review.  

3. Scope of the Audit 

3.1. Audit testing and verification has been carried out to form an opinion over the adequacy of systems and controls in place relating to the risks identified.  Key areas for review are:

Matters Arising – Section of Report
Area Examined

1.
Follow Up from 2006 – 06 Audit Report

2.
Separation of duties between officers responsible for preparation of the payroll and payment of employees

3.
Access to standing data processing and programmes restricted to appropriate personnel and amendments properly authorised

4.
Timesheets are certified

5.
Data entered into the payroll system is validated

6.
Exception reports are generated and reviewed and outputs are checked for overall reasonableness

7.
Payroll suspense accounts are regularly reviewed and cleared

8.
The payroll system is regularly reconciled to the main accounting system (MAS)

9.
The audited body has agreed appropriate BACS controls such as authorisation limits for payments

10.
Individual departments verify the accuracy of their payroll bills.

11.
IT system is secure and backed up at frequent intervals

12.
Satisfactory contingency plan is in place in the event of an IT failure

13.
New payroll system ”TRENT”

14.
Complete and up to date operational procedure notes are maintained and readily available for use

4. Associated Risks of Providing this Service/Function 
4.1. Examination of the Risk Registers noted the following identified risks: 

Corporate Risks: 
Ref
Risk Description
Risk Score

1
Pay and Workforce Strategy (PWS)

Failure in the implementation of PWS:- financial impact and 

impact on staff including:-

· Low morale/demotivation

· Retention difficulties

· Increased call on resources

· Impact on business/productivity

· Failure to implement succession planning
12

Operational Risks: 
Ref
Risk Description
Risk Score

MSES7
Failure in the implementation of the Pay and Workforce Strategy (PWS) leading to:- Possible detrimental financial impact and Impact on staffing including :-

· Low morale / de-motivation

· Retention difficulties

· Increased call on resources

· Impact on business and or productivity

· Failure to implement succession planning
12

MSES8
Information Systems dysfunction leading to failure to pay staff on time and accurately resulting in:

· Failure to meet legal duty / statutory compliance

· De-motivation of staff

· Adverse perception of Council as a ”good” employer
3

4.2. Other risks identified by Internal Audit as part of this audit are considered to be:

·  The implementation of the new payroll and personnel system “Trent”.

Please note that on conclusion of the audit, any critical risks outline at 4.2. should be assessed by the relevant Director for incorporation into the Directorate’s Risk Register or, if considered to be a strategic risk, for discussion at the Risk Management Group. 

5. Overall Conclusion of the Audit Review
5.1. There are twenty-one recommendations made in this report, fourteen of which are for the attention of the Pay Services Unit, five for the attention of Financial Services and two for IT Services.   

5.2. The majority of the recommendations are of a minor nature and if chosen to be implemented, can be easily adopted with minimal resource implications.  The only recommendation that should seriously be given regard to is the issue of staff access permissions to the new payroll system and the subsequent implications on Data Protection. 

Payroll Services, People, Policy and Performance Directorate 

The Head of Personnel and Development should complete the shaded areas below.   

Please ensure this includes the officer responsible for overseeing the implementation, the perceived level of risk attached to the issue and the target date in order to fully address the recommendation.   For further details on how to respond to audit reports please refer to the guidance notes attached as Appendix A.

Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Target

 Date

2A
Casual employees are not changed to leavers on the system once they have left. A total of 46 casuals who have not been paid in either the current financial year or the previous one where found to be active on the Open door system.


Casual employees who have not been paid during the last 12 months should be updated in the system to a leaver.
B
As part of the move across to the new payroll system TRENT, the project team will review and clear out of casuals on the system who are no longer used.
M
June 06

3A
Pay Services are occasionally informed by telephone regarding a leaver and do not receive the authorised leaver form.


Pay Services must ensure that receive the appropriate leavers form if they informed by telephone regarding a leaver.
B
Agreed -  leavers forms will be obtained in all cases
L
April 2007

4A
It was not possible to match 21 of the “certified” signatures on the monthly casual timesheets as the specimen signatures were not detailed in the current authorised signature list help by payroll.
Payroll should not process any casual timesheets that do not contain an authorised signature which matches a specimen signature in the authorised signature list.
B
Agreed – no timesheets will be processed unless the authorised signature has been confirmed
M
April 2007

4B
It was noted that there is no section on the monthly casual timesheets for the certifying officer to print their name and job title


Consideration should be given to adding two additional lines for the certification officer to print their name and job title.
C 
Agreed – all forms are to be reviewed / revised once the TRENT system is fully operational 
L
End Sept 2007

6B
Member’s payslips once sealed are returned to Payroll and are posted out. As a result this is a breach of division of duties.
It is recommended that due to the division off duties that the payslips for Members are not returned to Payroll but are distributed independently for example by Members Services.


B
Discussions with the Head of Committee Services agreed in principle that Members payslips could be distributed by Members Support Services.  The Assistant Pay Services Manager is to discuss the hand over arrangements and a suitable commencement date.
L
 April 2007

8B
Outstanding differences between the payroll system and the MAS were noted dating back to June 2006.  It is understood that this is due to corrections which are still to be carried out by Pay Services.  (Whilst Financial Services identify and inform Pay Services of these corrections, although it is the responsibility of Pay Services to effectively carry them out).
Pay Services should discuss with Financial Services any outstanding differences between the two systems and resolve these as part of the year-end close down process. 
B
The Assistant Pay Services Manager will discuss these differences with the Accountancy Assistant regarding these outstanding issues.
M
April 2007

10A
Recommendation 9a from the 2005-06 audit report which was “The verification check on Casuals has not been carried out since January 2004” to date this has not been actioned.


Personnel Services should ensure that cyclical arrangements to undertake verification checks in casuals are in place.
B
The verification check on Casuals using the new Trent system when live will be carried out by the end of July 2007.
M
July 2007

11A
At least 28 users who have left have not been made inactive / read only on the Open door system.


Users who have left should be made to inactive / read only status on the payroll system.
B
As part of the move across to the new payroll system TRENT, the project team will review system users and access permissions. 
H
June 2007

11B
The list of Users does do not identify the user permissions. It was not possible to get a list of all the current users permissions during the audit. The Senior Applications Specialist advised that it is extremely complex to retrieve a list of all users’ permissions and would take some time. If users are given more access than they require this could lead to a breach of Data Protection Legislation
Before the new payroll system “Trent” is introduced it is imperative that a full audit of users and their permission / user access levels is carried out to ensure that only the required individuals are set up as a user with the correct permission / access levels. A list of users and their permissions / access levels should be maintained and this will be review in detail during the next audit review.
A
As above
 H 
June 2007

12A
The contingency plan still needs to be updated however in the audit dated 2005-06 it was accepted that it would have been a waste of resources updating the plan for an old IT System.
The contingency plan should be finalised when the new IT system is implemented.
B
As part of the move across to the new payroll system TRENT, the project team will review and document the contingency arrangements.
H
June 2007

14A
There are currently no operational procedure notes / manual for the new “Trent” payroll system.


It is crucial that the operational procedure notes / manual for the new Trent payroll system are completed and in place for when the system goes live later this year.


B
The Assistant Pay Services Manager is in the process of updating the procedure notes to reflect the new system. This will be progressed over the next 12 months.
M
March 2008

Financial Services, Corporate Services Directorate 

The Head of Finance should complete the shaded areas below.   

Please ensure this includes the officer responsible for overseeing the implementation, the perceived level of risk attached to the issue and the target date in order to fully address the recommendation.   For further details on how to respond to audit reports please refer to the guidance notes attached as Appendix A.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

6A
There were no endorsements noted on the reports that detail all Salaries in excess of £1500 and £2500 to confirm that any anomalies have been investigated. (It should be noted that this was a recommendation in the previous audit 5a) The report for salaries in excess of £2,500 for period 8 was also found to be missing.


The Finance Assistant should endorse the reports for any anomalies which have been identified and investigated. Consideration should be given to creating a spreadsheet detailing all the salaries in excess of £2,500 to make this monthly check easier.
C
The Principal Finance / Systems Officer is to investigate if they can output the report as a spreadsheet.  Comments could then be added by Financial Services.
M
June 2007

8A
The Admin Assistant does not always balance the payroll system to the MAS promptly after the monthly payroll run.


It is recommended that the payroll system is balanced to the MAS on a timely monthly basis.
B
Agreed that the payroll system will be balanced to the MAS within 1 week of the end of the financial period (this will coincide with the FIS reports)
L
From April 2007

8D
Examples were noted were the Salary Wages Control Account and Community Centre Payroll has not been verified by the Principal Accountant on a monthly basis the longest delay noted was 4 months.


It is recommended that the Principal Accountant verifies both the Salary Wages Control Account and Community Centre Payroll promptly once they have been balanced. This should be on a reconciled and balanced on a monthly basis.
B
Agreed – the Principal Accountant will verify this control account once the monthly reconciliation has been carried out.
L
From April

2007

ICT Services, Corporate Services Directorate 

The Head of ICT Services should complete the shaded areas below.   

Please ensure this includes the officer responsible for overseeing the implementation, the perceived level of risk attached to the issue and the target date in order to fully address the recommendation.   For further details on how to respond to audit reports please refer to the guidance notes attached as Appendix A.

Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

9C
Five BACS IT Forms were found to be missing.
IT should not release the BACS files unless they have received an authorised BACS IT FORM. These forms should be retained by IT.


A
Implementation of electronic form via e-works.  IT Services will receive/action and send back completed form to the Pay Services Manager and a full audit trail will be maintained
H
August 2007

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
Target 

Date 
Details of action taken to implement  this Agreed Audit Action 
Is the responsible key officer satisfied that the Agreed Audit Action has been fully implemented? – include any matters outstanding  / concerns arising

2a
A Manager had failed to inform Payroll Services about a necessary salary deduction.
Managers need to be reminded of their responsibility to let Pay & Member Support Services know of any deductions needing to be made.


B
ASAP
Done but since lost the evidence
Yes

2b
A salary deduction had failed to be made and the member of staff involved had failed to bring this to the attention of Pay and Member Services.
All staff should be reminded of their responsibility to ensure that their pay is correct and that they are obliged to notify Pay and Member Services if it is incorrect.


B
ASAP
Done but since lost the evidence
Yes

3a
Examples were noted where Tullie House Gross up pay for “Casual” staff.
The Pay and Members Support Manager should advise Tullie House that we are no longer in a position to Gross up pay for “Casual” staff.


B
ASAP
Done but since lost the evidence – we have not been asked to “gross up” since
Yes

3b
The Authorised Signatories forms for Community Services are not up to date.


The Authorised Signatories forms for Community Services must be updated.
C
BY 31/05/06
All signatories updated after re-organisation. Evidence in payroll office
Yes

5b
The Finance and Admin Assistant is not always documenting the reason for any discrepancies on the “Salaries Over” report.


The Finance and Admin Assistant should be documenting the reason for any discrepancies.
B


Done



6a
The Payroll suspense is not always cleared within two weeks of Payday.
The Payroll suspense should be cleared within two weeks of Payday where possible.


B
Immediate
The payroll system is cleared within 2 weeks of the pay run
Satisfied that this is being processed satisfactorily 

7a
Not all the differences between the Open door and the Main Accounting Systems are identified on a monthly basis.
The Accountancy Assistant should, where possible, identify all differences between the Open door and the Main Accounting Systems monthly.


B
Immediate
All differences are identified when balancing is completed.
Procedures working satisfactorily 

7b
The outstanding petty cash figure of £70.64 needs to be rectified and ensure that the VAT is correctly accounted for.
Accountancy Staff should ensure that the Petty cash claim is rectified and that the VAT is correctly accounted for.


B
Done



7c
The Advances have not been balanced monthly.
The Advances should be reconciled monthly.
B
Immediate
Advances are balanced monthly, however information is required from Payroll before reconciliation is possible


Procedures implemented satisfactorily

7d
A Principal Accountant does not always verify the Salaries Wages Control.
The Salaries Wages Control should be passed to the relevant Principal Accountant for verification.


C
Immediate
Monthly reconciliation is signed off by the Principal Accountant once balanced. Additional payrolls for Talkin Tarn staff have delayed the receipt of information from the Payroll 


Procedures working satisfactorily

Evidence can be found within the Accountancy Assistant’s Payroll Control Account file.

9a
The Verification check on Casuals has not been carried out since January 2004.
The Verification check on Casuals should be carried out as soon as possible.


B
By July 2006
A separate Audit of Casuals was not carried out when recommended.  However, the last random check on contracted staff did include Casuals so it was done in a different way.

We cannot do a check at the moment due to undertaking 2 major projects – PWS and Trent. The next one will be once Trent is live and we are able to get the necessary information from it and have time to do a check (estimated June 07 at this stage).


Yes

11a
The Contingency plan has not been finalised.
The Contingency plan should be finalised when the new IT system is implemented.
B
In accordance with ERBS implementation timetable


This will be finalised as part of the Trent project
Yes, although our actions really depend upon the wider authority’s ‘infrastructure’ contingency arrangements about which I am uncertain of progress
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