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Appendix A-1

Background

1.1. Internal Audit issued a report of Payroll on the 5th June 2018.  The scope of the audit was to provide assurance over management’s arrangements 
for governance, risk management and internal control for:

 Business Continuity -  there are up to date, documented procedures which include current internal regulations and legislation and are 
accessible to all relevant staff; adequate resilience, separation of duties and contingency arrangements are in place;

 Training – payroll staff are appropriately qualified and receive sufficient development support including access to appropriate 
information/training for updates to local practices, legislation or government policies;

 Payments and Deductions – all payments and deductions are bona fide, accurate and complete, with the appropriate authorisation; 
payments to staff and third parties are done so within an agreed timetable;

 Data – adequate reconciliation to the Council’s accounting system enabling effective budget monitoring; identification of errors/exceptions 
and validity of data; compliance with data protection act; monitoring of performance;

 Security – access to the payroll records and system is appropriately controlled; adequate security arrangements are in place.

1.2. Based on the evidence provided at that time, the audit concluded that the controls in operation provided Limited assurance.

1.3. Improvements were sought in the following areas:
 Staff appraisals to enable clear personal objectives and development plans to be set;

 Payroll Officer training to ensure understanding of the payroll function and associated statutory requirements;

 Regular review of payroll procedures to ensure compliance with current guidance and legislation;

 Processes that ensure amendments to payroll are appropriate, authorised, accurately calculated and timely;

 Verification of the procedures ensuring the accuracy of third party deductions and payment of overdue liabilities;

 Processes ensure tax and National Insurance (NI) are correctly calculated where employees have more than one job role with the Council;

 The Payroll Officer only makes amendments following receipt of documents from an authorised signatory;

 Review of procedures for implementing variations to payroll data;
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 Revision of the arrangements for recording and monitoring absence information to ensure accuracy of payments;

 Verification of the accuracy and completeness of the payroll, including monthly payroll reconciliation;

 Each month payroll information be reconciled to the Council’s FMS;

 Permissions and levels of access to the payroll system are appropriate, ensuring adequate separation of duties to manage payroll data; and

 Contingency arrangement to ensure adequate, trained staff to provide an accurate and complete payroll.
 
1.4. Internal Audit has recently undertaken a follow up review to provide an update on assurance to senior management and the Audit & Governance 

Committee on the full implementation of previously agreed actions to address each recommendation.  The review checked whether controls are 
working effectively to mitigate the risks previously identified.

2. Audit Approach

2.1. Follow up Methodology

2.2 The Internal Audit follow up process involved obtaining an update statement from management and then undertaking testing as necessary to 
confirm the implementation of agreed actions and that controls are working as intended to mitigate the stated risk.

2.3 Audit testing is restricted to a sample basis and audit assurance is not absolute.  It is the responsibility of management to continue to monitor the 
effectiveness of internal controls to ensure they continue to operate effectively.

3. Assurance Opinion

3.1. Each audit review provides an assurance opinion and these are intended to assist Members and Officers in their assessment of the overall level of 
control and potential impact of any identified system weaknesses.  There are 4 levels of assurance opinion, which may be applied. Appendix A 
explains and defines each assurance level for this report.

3.2. Where the outcomes of the follow up confirm the successful implementation of agreed actions and that controls are working effectively, the 
Internal Audit assurance opinion may be revised from that provided by the original audit.

3.3. From the areas examined and tested as part of this follow up review we consider the current controls operating within Payroll provides 
Reasonable assurance.  The revised audit opinion assumes that the controls assessed as operating effectively in the original report have not 
changed and these have not been revisited as part of the follow up.
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Note: as audit work is restricted by the areas identified in the Audit Scope and is primarily sample based, full coverage of the system and complete 
assurance cannot be given to an audit area.

4. Summary of Recommendations and Audit Findings 

4.1. There are three levels of audit recommendation.  The definition for each level is explained in Appendix B.  Internal Audit followed up eight high 
and five medium priority audit recommendations from the previous review.  From the testing undertaken, there is evidence of sufficient 
development, which allows audit to provide an improved assurance rating.   Section 5 of this report summarises matters, including those areas, 
which still require further action.

In summary:
 Ten recommendations have been fully implemented; and
 Three recommendations are partially completed requiring further action to address the risk exposure.

4.2. Recommendations which have been fully implemented:

 Staff appraisals and associated development plans completed for all Council employees;
 The Council employed a qualified Payroll Officer during the year, who has undertaken appropriate payroll specific training and qualifications;
 Procedures are now up to date, incorporating new and emerging legislation and cover all relevant processes;
 Deadlines for payroll update and amendments communicated, set and applied;
 Revised procedures should ensure adequate arrangements for the accurate, timely and complete payment of liabilities to third parties.  

Action is taken to check liabilities prior to payment and investigations are underway to recover any overpayments;
 All staff with more than one role are now paid through a single payroll record, to ensure the correct calculation of Tax and NI;
 Checks confirm any variation to payroll data is accurate and supported by appropriate written authorisation;
 Managers have been reminded of their responsibility to report sickness absence and records are retained by HR to enable monitoring and 

ensuring the accurate salary calculations;
 Variations to payroll are validated each month, including changes to headcount and is subject to independent monthly checks; and
 Access rights and permissions to Sage have been subject to a full review and appropriate access restrictions imposed.

4.3. Recommendations which have been partially implemented: 
 The Council has completed a review of the Authorised Signatory list.  However, this is currently subject to a further review and the results 

communicated to the Payroll Officer;
 Internal Audit is aware that work is in hand to undertake monthly reconciliation of payroll information to the Financial Management System, 



Follow up Audit of Payroll

Copeland Borough Council Internal Audit Service Page 4
4

but at this stage they are not up to date; and
 Staffing, procedures and access arrangements have been subject to a full review; however, a full review of business continuity arrangements 

to ensure there is sufficient resilience in the payroll department is outstanding.

Comment from the Chief Executive:
I am pleased with the progress made to date in completing the majority of recommendations, and look forward to the completion and sign off 
of those, which are outstanding.
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5. Matters Arising / Agreed Action Plan

5.1. Management - achievement of the organisation’s strategic objectives.

Audit Finding

(a) Personal Objectives and Development Plans
To enable delivery of the departmental service plans employees should be subject to an annual appraisal allowing discussion and agreement of personal 
objectives and development plans.  These are subject to review in the year between the Manager and employee.  There is no evidence of any appraisals 
for staff undertaking the Payroll function during 2017/18.

● Medium priority 
AR-C&CR_055
Staff appraisals and associated development plans should be completed for each member of staff throughout the Council annually and reviewed 
periodically.
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
1. The new appraisal process has been rolled out to all staff and each member of staff is expected to receive an appraisal by the end of February 2019.
2. The Payroll Officer is no longer in role.  A new officer was appointed in July 2018.  Their appraisal will be completed by end of February 2019.

At the time of this review testing confirmed the following:
Testing confirmed the application of the “Aim High” staff appraisal processes across the Council, from January 2019.  The process records agreed 
personal objectives, career development plans and review procedures.

Recommendation:
No further action required.

5.2. Regulatory - compliance with laws, regulations, policies, procedures and contracts.
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Audit Finding

(a) Staff Training
The “essential requirements” listed in the Payroll Officer job description does not require the jobholder to have undertaken comprehensive, specific 
payroll specific training.  This training would provide a basis for understanding payroll functions, statutory requirements and processes

●  High priority
AR-C&CR_056
Payroll personnel should undertake appropriate payroll specific training/qualification to ensure they have a full understanding of the payroll function 
and its statutory requirements and processes.
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
An appointment made to the role of Payroll Officer.  The incumbent is fully qualified as outlined in the role profile.

At the time of this review testing confirmed the following:
The Council recruited an appropriately qualified, experienced, dedicated payroll officer.  References and copies of qualifications, held within Human 
Resources, support the recruitment.

Recommendation:
No further action required.

Audit Finding

(b) Payroll Procedures
Testing identified that payroll policies and procedures are out of date, and the HR Officer was the only person with the knowledge of all payroll 
processes.  As procedures are out of date, there is no mitigation to ensure the accurate and timely completion of payroll processes in their absence.

●  High priority
AR-C&CR_057
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a) Procedures should be regularly reviewed and updated to ensure that they are up to date, incorporate new and emerging legislation and cover all 
relevant processes to enable the payroll to be accurately completed; enhancing resilience and strengthening business continuity arrangements;

b) Arrangements should be in place for the deadlines of each process to be adequately documented to enable other staff members to ensure these 
are met in the absence of the HR Officer (Payroll and Projects).

Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
1. Procedures to be placed on internal shared drive when complete.
2. Checklist to be reviewed.
3. Nine procedures have been reviewed.  14 procedures outstanding;

- Three require rebranding only
- Seven require rebranding and minor amendments
- Four require rebranding and rewriting.

At the time of this review testing confirmed the following:
Testing found current, comprehensive and revised procedural documents are now available to all HR staff.  The Payroll Officer is responsible for updating 
both electronic and hard copy documents.

The software supplier automatically updates changes in legislation, taxation and National Insurance (NI) rules to the payroll system (Sage).  Timetables 
are set, with only exceptional changes allowed to data affecting payroll after the 2nd of each month.  The timetable includes dates for submission for 
BACS payments and data required by HMRC.

Testing confirmed procedures are up to date, give clear instructions on completing payroll documentation, include timetables, deadlines and 
incorporate new or emerging legislation.

Recommendation:
No further action required.
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Audit Finding

(c) Payroll Deadlines and Instructions to Make Amendments
Procedure notes include a “Monthly Payroll Timetable”.  This details deadlines for the receipt of payroll information to enable timely and accurate salary 
payments and testing confirmed the procedural document was out of date.  Despite the communication of a submission timetable, payroll adjustments 
were received late and in some cases, required an additional payment after processing the BACS run.

●  Medium priority
AR-C&CR_058
Management should ensure that instructions to payroll for actions to be processed are communicated in accordance with the deadlines set out in the 
agreed guidance.
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:

1. The second of the month deadline communicated and enforced.
2. Employee Action Form (EAF) implemented by end of February 2019.

At the time of this review testing confirmed the following:
Testing confirmed that with support of management, the Payroll Officer imposes, manages, monitors and adheres to a deadline of the second of each 
month for the receipt of changes to payroll.  There are exceptions, including HMRC tax code changes and the identification of incorrect pay calculations.  

Recommendation:
No further action required.

Audit Finding

(d) Payment of Deductions from Salaries to Third Parties
The Council is responsible for making accurate deductions and payment of tax and NI.  Failure to remit payments within HMRC deadlines incur financial 
penalties.  
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Internal Audit found payment of liabilities and late payment penalties made to HMRC prior to verifying the accuracy of the invoice.  Testing identified at 
least two payments had already been paid.  Following the audit finance and payroll contacted HMRC to question whether the Council owed these 
amounts.

The main HMRC tax account showed a credit balance but the Council could not verify whether this was an accurate reflection and if this was owing to 
overpayment of liabilities or if there were no further liabilities due and the transactions needed to be allocated by HMRC.

●  High priority
AR-C&CR_059

a) Management should ensure that adequate arrangements are in place for the accurate and complete payment of liabilities to third parties within 
agreed deadlines;

b) Requests for payment of liabilities should be investigated prior to payments being authorised to ensure that the liability is accurate and valid, 
reducing the possibility of incorrect payments being made;

c) Investigations between the payroll, the Elections and the main payroll HMRC tax account and the Council's FMS to establish the current position 
and determine whether any further payments are owed, or the possibility of overpayments having been made.

Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
HMRC Credit claimed.
Investigation complete.  Refund of contributions from HMRC requested 15.10.2018.

At the time of this review testing confirmed the following:
Revised procedures confirm the accuracy of third party deductions, with the exception of compulsory deductions.  Testing confirmed there is a 
secondary check prior to paying third party invoices.

The Council sends payroll data to HMRC on payday to ensure the final amount includes any possible changes.  Employer Payment Summary and data 
transfer reports each employee’s Tax and NI liabilities and determines the amount owed to HMRC at the end of each reporting period.

Payroll calculate tax and NI, for payments made to internal staff for elections, which is then added to the total paid through on each individual’s payroll 
records.  
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There is evidence that Finance are working with HMRC to manage current under and overpayments.  The Strategic Accountant requested a refund in 
October 2018, but this is still under investigation and the Payroll Officer has issued a further reminder in April 2019.

Recommendation:
No further action required.

Audit Finding

(e) Calculation of Statutory Deductions for Employees with Multiple Job Roles
A small number of employees had more than one job role in the Council, which were set up separately on payroll.  The Council calculated each job 
separately for tax and NI deductions.  In the cases above, Payroll took appropriate taxation action, however all pay for the same employer should be 
used to correctly calculate NI.  Testing confirmed that where an employee has more than one role with the Council, they have a separate payroll record 
and Payroll do not perform an aggregated NI contribution calculation.

●  Medium priority
AR-C&CR_060
Management should review the process of using separate payroll records where employees have more than one role with the Council, for the 
calculation and deduction of income tax and NI to ensure the correct amounts are deducted and paid to HMRC.
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
Payroll records combined.

At the time of this review testing confirmed the following:
Testing confirmed that there is only one member of staff with more than one job role.  In this instance Payroll, record both jobs under a single pay 
reference and budget holder, but pay salaries in to separate accounts.  Therefore, all payments are subject to a single calculation for tax and NI.
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Internal Audit confirmed plans for a Payroll Officer and Democratic Services Manager review of payment processes for canvassers prior to any future 
payments.

Recommendation:
No further action required.
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Information - reliability and integrity of financial and operational information.

Audit Finding

(a) Authorised Signatories
The Council’s Financial Regulations states the Chief Finance Officer is to “ensure that the payroll provider is provided with signatures of personnel 
officers and officers authorised to sign timesheets and claims.”  There was evidence that the records were maintained in 2017 and 2018, however, the 
Payroll Officer is not been provided with this updated information.

 ●  Medium priority
AR-C&CR_061
Arrangements should be in place to ensure that the most update to date authorised signatory information is made available to the payroll department.
Partially Implemented

Outcome from follow up:
The Management response and update statement states that:
Completed but needs updating again.

At the time of this review testing confirmed the following:
Finance are revising the signatory list completed in 2018 and testing confirmed this will provide:

 A hard copy of the official signatures;
 A spreadsheet confirming individuals spending limits; and
 The expenditure codes individuals can authorise.

Once finalised, the list will be copied to the Payroll Officer to ensure request for payment are properly authorised 

Recommendation:
Response on Pentana shown as 100% implemented on 17/07/2018 with the note “Arrangements put in place to share updates with Payroll”.   However, 
testing confirmed that the Payroll Officer has not had sight of the authorised signatories list and is awaiting the latest version due for issue in May 2019.

Internal Audit will adjust the recommendation to show as 50% implemented with a note to explain that this is the result of this review. 
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Audit Finding

(b) Variations to Payroll Data
A number of variations to payroll records made following verbal instructions not supported by written authorisation.  Testing found checks and 
reconciliations were ineffective leading to late implementation of Employers Pension rate changes, overpayments to leavers processed in the wrong 
period, errors in the calculation of childcare vouchers including reporting into the FMS, underpayment following salary changes, incorrect calculation of 
sickness absence and maternity payments.

Information relating to adjustments was not always readily available as records were not up to date, with a considerable amount of filing outstanding.

●  High priority
AR-C&CR_062

a) Arrangement should be in place to confirm the correct pension rates and charges applicable and that these are communicated accordingly within 
the appropriate timescales;

b) Amendments to payroll information must be made on an agreed format and appropriately authorised.  Instructions must not be actioned 
without the appropriate written authorisation by the relevant Manager or staff member;

c) Instructions received to make amendments to employee payments and deductions should be retained on the employee's payroll record for 
completeness and confirmation of receipt;

d) Arrangements should ensure that employees are made leavers in the correct periods and therefore cannot receive tax refunds or benefits after 
this time;

e) Arrangement should be made to ensure that the childcare voucher schedules have been accurately reconciled for each month to confirm 
whether the correct amounts have been deducted from employees and subsequently paid; and that this is within appropriate deadlines going 
forward

f) The childcare voucher provider should be contacted with any queries which arise from the reconciliation of the schedules where it is found that 
an under or overpayment has been made;

g) The details in the FMS should be checked and amended to ensure that the correct employees are reflected against deductions made.
h) Arrangements for the communication of changes to employee personal details should be reviewed to ensure that payroll receive the same 

information as HR without the employee needing to notify both sections;
i) Potential under /overpayments to employees which are identified during this review should be investigated and corrected where necessary ;
j) A review of the checks undertaken as verification of the accuracy of the calculations and information should be performed to ensure they are 

more robust to avoid errors and regular additional adjustments being performed.
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Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
1. Pension contribution information due in March 2019 and an annual basis thereafter.
2. Employee Action Form (EAF) implemented by end of February 2019.
3. Audit of pay rates complete.
4. Sample of calculations undertaken by HR Officer and Strategic Finance Account, selected randomly.
5. All other actions complete.
Noted as being 50% complete – outstanding action:

At the time of this review testing confirmed the following:
The Employers Pension Contribution taken from the Cumbria Local Government Pension Scheme documents and is recorded on Sage, which calculates 
the amount due for payment for Pensions on each pay run.

Testing confirmed files include documentation for changes and these were subject to email or written confirmation.  These included starters, leavers, 
childcare vouchers, agreement of deductions for overpayments.  Managers are required to report starters and leavers promptly to reduce the risk of 
incorrect payment.

The Payroll Officer completes monthly checklist that includes those deductions recorded on the accounts.    Audit review of the checklist and deduction 
files confirm they were accurate for January and February 2019.  The monthly checklist also identifies starters and leavers provided by HR.  Testing 
confirmed that, provided the Payroll Officer receives notice before the second of each month starters and leavers correctly amended on payroll.

Recommendation:
No further action required.

Audit Finding

(c) Recording of Sickness Information
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HR developed a spreadsheet to record and monitor employee absences, following the loss of the HR system through the cyberattack in August 2017.  HR 
use the spreadsheet to review employees who hit absence triggers for example referral to Occupational Health, but does not identify payment triggers.

The HR Officer (Payroll and Projects) confirmed that there is currently no other system to monitor sickness absence for payroll purposes.

●  Medium priority
AR-C&CR_063
Adequate arrangements should be in place to record and monitor sickness absence information ensuring the accurate payment of sick pay.
Fully Implemented 

Outcome from follow up:
The Management response and update statement states that:
1. The HR Officer updates sickness spreadsheet with Line Managers are a regular basis.  This is a manual workaround pending the introduction of a new 

computerised system.
2. Supplier selection for a replacement currently underway.  Replacement system due to be selected by end of March and ETA for deployment is June 

2019.

At the time of this review testing confirmed the following:
Testing confirmed the HR spreadsheet records all reported staff sickness and trigger dates for both HR and Payroll.    HR pass information related to 
absences to Payroll when staff approach trigger dates, to ensure correct calculation of payroll.
The Payroll Officer confirmed Sage does not allow trigger points to be set, so until the introduction of a new HRIS package, the Council is reliant on this 
process.  Testing confirmed the accuracy of the information on the spreadsheet and that HR reports sickness information to the Payroll Officer for 
action.

Recommendation:
No further action required.

Audit Finding

(d) Monthly Payroll Reconciliations



Follow up Audit of Payroll

Copeland Borough Council Internal Audit Service Page 16
16

Monthly payroll reports produced once all information entered onto the payroll system.  The information used to reconcile and authorise the third-party 
payments.  Testing confirmed there were outstanding queries on the accuracy of the reports and payments meant reconciliations were not completed.

It was not possible to confirm when and who checked the month-end reconciliation reports, as they were unsigned.  Finance are required to undertake a 
monthly, sample based payroll check.  Testing confirmed the payroll selected the sample, not Finance.

●  High priority 
AR-C&CR_064
a) Accurate monthly reconciliation documentation should be easily accessible to enable validation of payroll information;
b) A review of the processes to check and verify the accuracy of the payroll including employee headcount should be undertaken to ensure they are 

adequate, complete, and robust to reduce the margin for errors as well as any required sample selection being independent
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
1. One Master record now in place;
2. Checklist processes reviewed and amended.

At the time of this review testing confirmed the following:
The Payroll Officer uses a spreadsheet to reconcile Pay As You Earn (PAYE), used as part of the monthly reconciliation process.  Testing identified minor 
errors with the original spreadsheet, which were quickly rectified.  Evidence on file confirms updated Finance Officer checks now applied with the 
Strategic Finance Accountant selecting a random sample of payroll entries, checked back to HR documents.  The Payroll Officer retains a monthly file of 
changes agreed and supporting documents. Payroll supported by HR, which send copies of all starter and leaver information.  Original documents 
retained by HR, on personal files.

Audit reviewed a sample of the Payroll checklists and found they were correctly authorised. There is a check of the number of staff paid, compared to 
previous months, taking account of reported starters and leavers.  Testing reviewed signed checklists for the three months up to March 2019.
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Recommendation:
No further action required.

Audit Finding

(e) Reconciliation of Payroll Information to the FMS
The Payroll Officer creates a monthly file, which includes all payroll information.  This is loaded onto the Council's FMS to allow the Finance department 
to undertake monthly reconciliations.

However, the Finance department have not been able to complete these reconciliations since April 2017, as there are outstanding queries, which relate 
back to 2016.

●  High priority 
AR-C&CR_065
Arrangements should be made to enable the reconciliations of the payroll information to FMS to be brought up to date ensuring all queries are 
responded to in an appropriate timescale.
Partially Implemented

Outcome from follow up:
The Management response and update statement states that:
2017/18 up to date and working on 2018/19;
Outstanding queries and reconciliations resolved.

At the time of this review testing confirmed the following:
The Payroll Officer and Strategic Finance Accountant provided evidence that the 2017/2018 reconciliations are fully complete and this information is in 
the Annual Statement of Accounts, however, reconciliation from April 2018 is incomplete.
There is evidence that the Payroll Officer is working to balance payroll data for 2018/ 2019, but full reconciliation is still outstanding.  Payroll has 
supplied the net balances, currently being prepared for reconciliation.

Testing confirmed that checks are in progress, with any Journals and accounting action referred to Finance.
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Recommendation:
The timetable for payroll reconciliation should ensure completion to reduce the risk of possible delays to the completion of the 2018/2019 statement of 
accounts.

Internal Audit will adjust the recommendation to show as 50% implemented with a note to explain that this is the result of this review.
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5.4 Security - safeguarding of assets.

Audit Finding

(a) Access to the Payroll System
Access to the Payroll system is authorised by the HR Officer (Payroll and Projects).  The system has the facility to give different levels of access rights 
including administrator, general user access and read only.

Audit was unable to gain read only access and was granted full system access.  This would have allowed audit to make changes to changes live data.  
Testing confirmed all users had the same administrator rights.

●  High priority 
AR-C&CR_066
a) Access rights and permissions should be reviewed to ensure they are appropriate and give adequate separation of duties;
b) Arrangements should be made to ensure that appropriate levels of access can be set up on the payroll system to prevent unauthorised amendments;
Fully Implemented

Outcome from follow up:
The Management response and update statement states that:
No comment received.

At the time of this review testing confirmed the following:
Access to Sage is subject to two-way verification.  This involves the IT Team adding users to the Remote Desktop Service Profile (RDP) then the Payroll 
Officer (system administrator) allocates user access to the individual on the Sage software package.  The software supplier confirmed all users required 
access Level 9.  This provides a list of functions and the system administrator is required to deselect inappropriate tasks.  Testing confirmed that the 
System Administrator has set up a specific read only Audit Profile.

Provided IT give RDP access, unexpected loss of the Payroll Officer should not affect payroll operations.

Recommendation:
No further action required.
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Audit Finding

(b) Inadequate Contingency Arrangements
The payroll department's business continuity plan dated August 2016, with a review date of August 2017.  There was one full time member of staff, with 
no one else able to process the payroll in their absence.  Discussions confirmed that HR intended to train the Apprentice to enable them to be able to 
assist.  Mitigating actions will be required to ensure there is no conflict of duties and there is proper separation of duties.

●  High priority
AR-C&CR_067
a) The staffing arrangements should be reviewed to ensure that they are adequate to enable the payroll to be accurately and completely delivered, 

ensuring appropriate separation of duties is maintained;
b) The business continuity arrangements for the payroll department should be reviewed, documented and monitored to ensure the arrangements are 

adequate to provide sufficient resilience.
Partially Implemented

Outcome from follow up:
The Management response and update statement states that:

1. The HR Officer provides resilience in the absence of the payroll officer in addition to basic processing activities being available via the Apprentice.
2. The transfer of transactional payroll to the Finance Team expected by March 2020.

At the time of this review testing confirmed the following:
The HR Manager confirmed that despite the recruitment of a qualified Payroll Officer, updating guidance and identifying alternative cover for the role, 
the business continuity plan has not been updated.  The Payroll Officer confirmed there are three officer profiles; with appropriate access-rights are 
available on Sage.  Guidance notes have been produced and checked during the audit and should provide sufficient information to allow a second officer 
to follow the procedures.

However, the Business Continuity Plan requires review, revision and communication, especially as the current plan is for Payroll to come under the remit 
of the Chief Finance Officer.

Recommendation:
Changes to the payroll process, by introducing a trained officer and updating the guidance goes a long way to responding to the recommendation.  
However, the business continuity arrangements need updating and to be documented.
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Internal Audit will adjust the recommendation to show as 50% implemented with a note to explain that this is the result of this review.
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Audit Assurance Opinions
There are four levels of assurance used; these are defined as follows:

Definition: Rating Reason

Substantial There is a sound system of internal control designed to achieve the system 
objectives and this minimises risk.

The controls tested are being consistently applied and no weaknesses were 
identified.

Recommendations, if any, are of an advisory nature in context of the systems 
and operating controls & management of risks.

Reasonable There is a reasonable system of internal control in place which should ensure 
that system objectives are generally achieved, but some issues have been 
raised which may result in a degree of risk exposure beyond that which is 
considered acceptable.

Generally good systems of internal control are found to be in place but there 
are some areas where controls are not effectively applied and/or not 
sufficiently developed. 

Recommendations are no greater than medium priority.

Partial The system of internal control designed to achieve the system objectives is 
not sufficient. Some areas are satisfactory but there are an unacceptable 
number of weaknesses which have been identified and the level of non-
compliance and / or weaknesses in the system of internal control puts the 
system objectives at risk.

There is an unsatisfactory level of internal control in place as controls are not 
being operated effectively and consistently; this is likely to be evidenced by a 
significant level of error being identified. 

Recommendations may include high and medium priority matters for address.

Limited / None Fundamental weaknesses have been identified in the system of internal 
control resulting in the control environment being unacceptably weak and 
this exposes the system objectives to an unacceptable level of risk.

Significant non-compliance with basic controls which leaves the system open 
to error and/or abuse.

Control is generally weak/does not exist. Recommendations will include high 
priority matters for address. Some medium priority matters may also be 
present.
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Grading of Audit Recommendations
Audit recommendations are graded in terms of their priority and risk exposure if the issue identified was to remain unaddressed. There are three levels 
of audit recommendations used; high, medium and advisory, the definitions of which are explained below.

Definition:

High ● Significant risk exposure identified arising from a fundamental weakness in the system of internal control

Medium ● Some risk exposure identified from a weakness in the system of internal control 

Advisory ● Minor risk exposure / suggested improvement to enhance the system of control


