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	Executive Summary
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	OVERALL ASSURANCE ASSESSMENT
	
	OVERALL CONCLUSION
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		· The payroll arrangements were found to include robust controls to ensure that employee pay is made in an accurate and timely manner.
· There are standing processes which are undertaken for each of the three payrolls with clear segregation of duties.
· Comprehensive support documentation was available for the sample testing of starters, leavers and changes which was undertaken during the audit.




	
	
	

	SCOPE
	
	ACTION POINTS

	The review considered the arrangements for: the creation, amendment and deletion of payroll records; payment of allowances and pay awards; and payment of salaries. The scope of the review did not include determination of salary scales, appointment and removal of staff, severance payments or reimbursement of travel and subsistence expenses, or pension arrangements.
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	Management Action Plan - Priority 1, 2 and 3 Recommendations
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	Risk Area
	Finding
	Recommendation
	Priority
	Management
Comments
	Implementation
Timetable
(dd/mm/yy)
	Responsible
Officer
(Job Title)

	1
	Compliance
	An Appointment Form (Police Officers) or HR advice to payroll was evident for all of the 20 new starters tested during the review. In 19 cases, the forms / advice were signed by the inputter and independently checked with one instance where the independent check control was not evidenced (signed and dated).
	It be ensured that the employee forms / HR advice are independently checked.
	3
	The Head of Payroll has discussed recommendation with the team, highlighted the positive nature of the report and reiterated the need for all documentation to be signed / initialled in line with current process. 
	Immediate
	Head of Payroll
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	PRIORITY GRADINGS
	
	
	
	
	

	1
	URGENT
	Fundamental control issue on which action should be taken immediately.
	
	2
	IMPORTANT
	Control issue on which action should be taken at the earliest opportunity.
	
	3
	ROUTINE
	Control issue on which action should be taken.
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	Operational Effectiveness Matters
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	Risk Area
	Item
	Management
Comments

	No Operational Effectiveness Matters were identified.
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	ADVISORY NOTE

	Operational Effectiveness Matters need to be considered as part of management review of procedures.
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	Detailed Findings



[bookmark: section5]Introduction
1. This review was carried out in March 2020 as part of the planned internal audit work for 2019/20. Based on the work carried out an overall assessment of the overall adequacy of the arrangements to mitigate the key control risk areas is provided in the Executive Summary.
Background
2. The Force back office financial arrangements, which include payroll, are undertaken by an external provider, Sopra Steria. 
Materiality
3. There are three payrolls as follows: Police which is run every four weeks and Staff and the Police and Crime Commissioner which are run monthly. The budgets for 2019/20 are Police £69.13m; Staff/PCSO £18.61m; and PCC £1.34m.
Key Findings & Action Points
4. The key control and operational practice findings that need to be addressed in order to strengthen the control environment are set out in the Management and Operational Effectiveness Action Plans. Recommendations for improvements should be assessed for their full impact before they are implemented.
Scope and Limitations of the Review
5. The review considered the arrangements for: the creation, amendment and deletion of payroll records; payment of allowances and pay awards; and payment of salaries. The scope of the review did not include determination of salary scales, appointment and removal of staff, severance payments or reimbursement of travel and subsistence expenses, or pension arrangements.
6. The definition of the type of review, the limitations and the responsibilities of management in regard to this review are set out in the Annual Plan.
Disclaimer
7. The matters raised in this report are only those that came to the attention of the auditor during the course of the internal audit review and are not necessarily a comprehensive statement of all the weaknesses that exist or all the improvements that might be made. This report has been prepared solely for management's use and must not be recited or referred to in whole or in part to third parties without our prior written consent. No responsibility to any third party is accepted as the report has not been prepared, and is not intended, for any other purpose. TIAA neither owes nor accepts any duty of care to any other party who may receive this report and specifically disclaims any liability for loss, damage or expense of whatsoever nature, which is caused by their reliance on our report.




Risk Area Assurance Assessments
8. The definitions of the assurance assessments are:
	Substantial Assurance
	There is a robust system of internal controls operating effectively to ensure that risks are managed and process objectives achieved.

	Reasonable Assurance
	The system of internal controls is generally adequate and operating effectively but some improvements are required to ensure that risks are managed and process objectives achieved. 

	Limited Assurance
	The system of internal controls is generally inadequate or not operating effectively and significant improvements are required to ensure that risks are managed and process objectives achieved. 

	No Assurance
	There is a fundamental breakdown or absence of core internal controls requiring immediate action.


Acknowledgement
9. We would like to thank staff for their co-operation and assistance during the course of our work.
Release of Report
10. The table below sets out the history of this report.
	Date draft report issued:
	23rd March 2020
	

	Date management responses received:
	24th March 2020
	

	Date final report issued:
	26th March 2020
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11. [bookmark: section6]The following matters were identified in reviewing the Key Risk Control Objective:
	Directed Risk: Failure to direct the process through approved policy & procedures.


11.1 The last internal audit review of the payroll arrangements was undertaken in January 2019, which resulted in a Substantial assurance rating with one routine recommendation. The overall conclusion from the previous internal audit report was as follows: The payroll arrangements are appropriately directed and incorporate robust controls to ensure that employee pay is delivered in a timely and accurate manner.
11.2 There have been no material changes to the processes since the last review.
11.3 The Force's payroll and expenses function is undertaken by Sopra-Steria. The Payroll Business Partner has responsibility for the delivery of the payroll arrangements and is supported by a Payroll Manager and five Payroll Officers. In total, staff within the payroll function equates to 6.5 FTEs, with one of the five Payroll Officers due to commence employment in the coming weeks. 
11.4 The Joint Corporate Governance Framework (Framework) is readily available on the Force’s intranet and website. This includes payroll arrangements within section D4 Payments to Employees. D4.1 provides the overview as follows: Employee costs are the largest item of expenditure for most police and crime commissioners. It is therefore important that there are controls in place to ensure accurate, timely and valid payments are made in accordance with individuals’ conditions of employment.
11.5 Section D5 within the Framework covers taxation and makes specific reference to HMRC Returns and Regulations, PAYE and VAT.
11.6 The Framework makes clear the payroll and taxation responsibilities of the Chief Constable, the Chief of Staff and the Crime Commissioner Chief Financial Officer. The responsibilities of the Chief Constable and the Chief of Staff are as follows:
· To ensure, in consultation with the PCCCFO, the secure and reliable payment of salaries, overtime, pensions, compensation and other emoluments to existing and former employees.
· To ensure that tax, superannuation and other deductions are made correctly and paid over at the right time to the relevant body. 
· To pay all valid travel and subsistence claims or financial loss allowance. 
· To pay salaries, wages, pensions and reimbursements by the most economical means. 
· To ensure that payroll transactions are processed only through the payroll system. Payments to individuals employed on a self-employed consultant or subcontract basis shall only be made in accordance with HM Revenue & Customs (HMRC) requirements.  
· To ensure that full records are maintained of the payment of benefits in kind and properly accounted for in any returns to the HMRC.
11.7 There is a suite of 83 Payroll Procedure Guides which comprehensively cover the elements of the payroll function and the three payrolls. The guides are readily available to all relevant staff both in hardcopy and on the shared drive. An index is maintained for the guides and, at the time of the audit, there was a small number of new guides which were work in progress.
11.8 The payroll arrangements include segregation of duties with the Payroll team processing each payroll and information and changes being provided by the HR team and the Oracle self-serve system.
11.9 User access to Oracle is controlled and restricted through specific user permissions based on the allocated role.
11.10 Payslips are automatically system generated and available to all employees through the self-serve system. Where employees are away from work for a period of time, such as long term sick leave or maternity leave, payslips can be sent to employees. In such cases, the employee is required to send an email request for the payslip, in order that the requirements of GDPR are met.
11.11 A Payroll Gross to Net Report is produced for each of the payroll submissions and is subject to independent review by the Payroll Business Partner, who has no input into the payroll submission.
11.12 An Exception Report is generated that highlights variances (plus and minus 30%) between the previous and current payroll runs. The report is reviewed on a line by line basis by the Payroll Manager with the reason for the exception being checked and recorded manually on the report. The report is then formally signed off which enables the payroll to proceed.
11.13 The Payroll team use a checklist which covers all of the activities that are required to be completed during each payroll compilation and submission and the post-payroll requirements. The Payroll staff are required to initial and date the checklist when each process has been carried out. The payroll records retained include the completed checklist and the Exception and Gross to Net reports.
11.14 There are clearly documented and communicated payroll timetables which include deadlines for the each of the three payrolls. 
11.15 The BACS payment run procedures are documented and are included in the suite of Payroll Procedure Guides, specifically guide 69 Payroll Procedure. Once the payroll processes have been completed, checked and are ready for submission for payment, a BACS payment schedule is created by the Finance team. A notification email is then sent to the Treasury team and the BACS payments are then released by one of the five authorised card holders in the Treasury team utilising the card reader and individual passwords. 
11.16 Each of the three payrolls is released as a separate payment run. A BACSTEL-IP Submissions Summary report is generated on completion of the authorisation process which confirms that the payments have been accepted by the bank for onward transmission.

	Compliance Risk: Failure to comply with approved policy and procedure leads to potential losses.


11.17 A sample of 20 (15 Police, three Staff and two PCC) employees who commenced their employment during 2019/20 was selected for review and the results are summarised as follows: 
· The employment start date on Oracle accorded with the first payroll date; 
· An Appointment Form (Police Officers) or HR advice to payroll was evident for the whole sample;
· Employee forms / HR advice were signed by the inputter and independently checked. There was one instance where the independent check control was not evidenced (signed and dated). 
· Relevant HMRC documents were evidenced;  
· Bank detail information was held; 
· Details of the calculation of any part pay required, dependent on the employee's start date, was seen where relevant;
· The first payroll payment was checked from the file to the system and were found to match.
	Recommendation: 1
	It be ensured that the employee forms / HR advice are independently checked. 

	Priority: 3
	


11.18 A sample of 20 employees (15 Police, three Staff and two PCC) who left their employment during 2019/20 was selected for review with the results as follows:
· Final payments through payroll matched the employee leaving date;
· Payments were supported by calculations and made in a timely manner; and
· Evidence to support the authority to make employees leavers on payroll was evident.
11.19 A review of 10 changes made in 2019/20 to standing Police payroll data, including change of hours and promotions selected from emails to the Payroll HR inbox, was undertaken. For each amendment reviewed, there was evidence to support the authorisation of the change, working calculations and it was confirmed that each amendment had been actioned in an accurate and timely manner.
11.20 A review of Oracle users with payroll management access was undertaken. It was confirmed that access is restricted to small number of staff with six payroll staff and three Oracle Systems Administrators. All of the Payroll team have the same user rights which is aligned with the payroll checklist and provides contingency so that activities can be undertaken in the event of any staff absences.
11.21 The 2019/20 (April 2019 to February 2020) monthly Police Officer Payroll checklist was reviewed during the audit and was found to have been comprehensively completed and signed and dated.
11.22 The 2019/20 (April 2019 to February 2020) Police Officer Payroll Exception Reports were reviewed during the audit. The reports were found to have been fully reviewed with a record of the reason for each difference to the previous payroll annotated and the cover page signed off by the Payroll Manager for each month. 
11.23 A sample of 12 payroll BACS payments was selected for review, four from each of the three payrolls. Months 8 to 11 were reviewed for the PCC and Staff payrolls and weeks 36 to 48 were reviewed for the Police payroll. All payments were made in accordance with BACS procedures with the BACS release being undertaken by the Treasury team who are independent from the preparation and review of the payroll. The value of the payments released in each submission matched with the Gross to Net Summary Report generated by the Payroll team. 

---------------
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