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EXECUTIVE SUMMARY

Introduction

An audit review of payroll was undertaken as part of the 2009/10 annual audit
plan.

The objectives of the audit were to assess the adequacy of controls governing
financial and management arrangements, to assess the implementation of
previously agreed audit report actions and to seek assurance that:

e management objectives are consistent with the council’s strategic
objectives;

e management information is adequate and reliable;

e the risk of fraud and irregularity is minimised;

e there are appropriate arrangements to promote economy, efficiency and
effectiveness in the use of resources;

e management policies and directives and statutory requirements are
adhered to;

e salaries, wages and related costs are only incurred in respect of staff

currently employed in authorised posts and are charged to the correct

cost centres;

salaries and wages are correctly calculated and recorded;

amendments to standing data are made completely and accurately;

overtime is properly authorised and paid and adequately monitored;

sickness and other absence from duty is correctly recorded and

adequately monitored; and

e travel and expense claims are authorised and processed in accordance;
with financial and contract rules.

The scope of the audit is as set out on the contents’ page. An overall opinion,
points of good practice and an improvement action plan for each of the areas
audited are attached. Actions for improvement, in general, are prioritised as
high (***), medium (**) or low (*).

Within a short period of issuing the final audit report, the head of service will
be contacted to formally confirm that the action plan has been implemented as
agreed. Managers should be aware that a formal response will be required in
all cases and that details of these responses will be included within the
internal audit quarterly monitoring report to the Audit Committee.

Under the council’s corporate governance arrangements, the outcomes of
audits are reported routinely to the Audit Committee. This includes providing
an overall report opinion and details of agreed actions successfully
implemented.

The committee has expressed concern with a failure, in a number of
instances, to implement agreed actions. The committee will seek explanation
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from executive and assistant directors failing to ensure that appropriate action
is taken.

All audit reviews undertaken include checks that previously agreed actions
have been implemented. Due to the disappointing level of overall achievement
in this area, executive directors have asked for regular updates on all internal
audit reviews undertaken together with details of actions agreed and actually
implemented. This is included as a standing item for discussion at all
directorate management team meetings.
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B. Overall Audit Opinion

1. Internal audit is able to give a limited assurance opinion on the system of
internal control operating within payroll as described below:

Overall Audit Opinion

Full assurance | Full assurance that the system of internal control is
designed to meet the organisation’s objectives and
controls are consistently applied in all the areas

reviewed.
Significant Significant assurance that there is a generally
assurance sound system of control designed to meet the

organisation’s objectives. However, some
weakness in the design or inconsistent
application of controls put the achievement of
particular objectives at risk.

= | Limited Limited assurance as weaknesses in the design
assurance or inconsistent application of controls put the
achievement of the organisation’s objectives at
risk in the areas reviewed.

No assurance | No assurance as weaknesses in control, or
consistent non compliance with key controls, [could
result / have resulted] in failure to achieve the
organisation’s objectives in the areas reviewed.

2. Some progress has been made in actioning previously agreed audit report
actions and HRD have continued to develop and improve HRD direct, the
corporate employee and manager portal. Systems for the verification of the
establishment structure, including the availability of structure information via
HRD Direct; segregation of duties via individual teams such as the
transactional recruitment team and the transactional team; and the use of
‘Intelligent’, an electronic database for the management and recording of
personal files remain good practice.

3. Significant areas for improvement have, however, been identified in ensuring
controls and processes are fully effective, for example, in the processing of
new starters, variations to pay and leavers. Controls regarding the
management and rectification of overpayments; and employee expenses were
noted as requiring significant strengthening this year. As a result of this, the
audit opinion for payroll has moved from borderline significant to limited
assurance.
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The manager of HRD employee services has indicated to audit that findings
2.9,2.10, 2.11 and 4.14 were beyond HRD’s control. Actions have however
been agreed with HRD, to limit the risk of such issues occurring in future.

The prompt implementation of actions contained within this audit report will
further assist in enhancing procedures undertaken.

Detail of the individual exceptions contained within the action plan are
supplied separately.

Most actions within the report were considered to be of a high priority.

64 of the 71 agreed actions which remain applicable from the last audit were
confirmed as implemented by the Manager of HRD Employee Services on 11
January 2010. During audit’s review of the 71 agreed actions, 37 had been
fully implemented, 14 partially implemented; 2 were no longer applicable and
18 remained outstanding at the time of this audit. The 32 unimplemented or
partially implemented actions have been reiterated in this report, marked (*) in
the action plan.

Summary of Findings

Full Significant Limited No
Assurance | Assurance | Assurance Assurance

General v

Starters v

Deductions v

Variations to Pay v

Leavers and v

Transfers

Payments v

Reconciliations v

Security of Data v
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