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Executive Summary 

 

OVERALL ASSURANCE ASSESSMENT OVERALL CONCLUSION 

 

The payroll service is operated effectively and efficiently by 

knowledgeable and experienced staff. 

Established procedures are thorough and are consistently applied. 

Human Resources provide an essential and professional support 

service to the payroll function. 

Existing Right to Work checks be enhanced to ensure compliance with 

Home Office guidance. 

Payroll reconciliations with the finance system be prepared more 

regularly, ideally on a monthly basis, and independently reviewed. 
 

RATIONALE AND SCOPE ACTION POINTS 

Payroll represents a significant expenditure stream for the Council. The review 

included travel and subsistence claims and the treatment of contractors/consultants 

in light of recent changes in IR35 requirements. This review forms part of the rolling 

three-year programme of key system audits.  

Urgent Important Routine Operational 

0 1 1 0 
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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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Management Action Plan - Priority 1, 2 and 3 Recommendations 
 

Rec. Risk Area Finding Recommendation Priority Management 

Comments 

Implementation 

Timetable 

(dd/mm/yy) 

Responsible 

Officer 

(Job Title) 

1 Compliance In August 2017 the Home Office issued 

An Employer's Guide to Right to Work 

Checks. This states that "simply writing 

a date on the copy document does not, 

in itself, confirm that this is the actual 

date when the check was undertaken. 

If you write a date on the copy 

document, you must also record the 

fact that this is the date on which you 

conducted the check." It further states 

"this date may be written on the 

document copy as follows: ‘the date on 

which this right to work check was 

made: [insert date]’". These 

requirements apply to all staff under a 

contract of employment, service or 

apprenticeship, whether expressed or 

implied and whether oral or in writing. 

Home Office Guidance further 

recommends that their Right to Work 

Checklist is used. No such checklist 

was evidenced within the sample 

tested. 

The Council's existing Right to 

Work checks be enhanced to 

include the line "the date on which 

this right to work check was made: 

[insert date]" on each copy 

document retained. A Right to 

Work checklist be completed for 

each check. 

2 Management acknowledge the 

importance of following Home 

Office guidance. A date stamp in 

the correct formant will be used on 

each relevant document in 

accordance with the new updated 

guidance.  

Officers will review the Home Office 

checklist to ensure that it fits in with 

our pre-employment checking 

process, and we will adopt the list 

or a variant of. 

 

31/12/2017 HR Manager 
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Rec. Risk Area Finding Recommendation Priority Management 

Comments 

Implementation 

Timetable 

(dd/mm/yy) 

Responsible 

Officer 

(Job Title) 

2 Compliance Reconciliations from the payroll system 

to the finance system are prepared by 

the Financial Services Officer. These 

are not currently subject to an 

independent review. One reconciliation 

had been prepared during 2017/18, 

covering the four months to July 2017. 

Balance sheet control accounts are 

properly reconciled. Expense items are 

not currently reconciled to their 

relevant general ledger codes in the 

finance system. 

Payroll reconciliations for the iTrent 

automatic interface to the financial 

system be completed on a monthly 

basis and independently reviewed 

by a senior member of staff. 

Expense items be included in the 

reconciliations. 

3 Management acknowledge the 

importance of regular reconciliation 

between the payroll system and the 

general ledger. The current 

processes are judged adequate in 

terms of controlling the overall risk 

of misreporting payroll figures in the 

general ledger, however, an item 

will be included in the current 

month end systems checklist, to be 

completed by the Financial 

Services Officer and reviewed by 

the Chief Accountant. 

With immediate 

effect 

Financial 

Services 

Officer    

(preparer). 

Chief 

Accountant 

(reviewer). 
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ADVISORY NOTE 

Operational Effectiveness Matters need to be considered as part of management review of procedures, rather than on a one-by-one basis 
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Operational Effectiveness Matters 
 

Ref Risk Area Item Management 

Comments 

No Operational Effectiveness Matters were identified. 
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Detailed Findings 
 

INTRODUCTION 

1. This review was carried out in October 2017 as part of the planned internal audit work for 2017/18. 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. 

KEY FINDINGS & ACTION POINTS 

2. 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 

3. Payroll represents a significant expenditure stream for the Council. The review included travel and subsistence claims and the treatment of contractors/consultants 

in light of recent changes in IR35 requirements. This review forms part of the rolling three-year programme of key system audits.  

4. 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. 

MATERIALITY 

5. The 2017/18 budget for employee costs is £13.6 million (24%) from a total budget of £56.8 million. The actual employee cost to quarter two is £6.9 million, 

representing a variance above the apportioned budget of less than 1%. Actual cost for 2106/17 was £13.3 million. Employee costs are therefore expected to rise 

by 2.3% over the prior year cost. 

DISCLAIMER 

6. 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. 

  



 

South Lakeland District Council 

Assurance Review of Payroll 2017/18 

 

  

Page 6 

 

RISK AREA ASSURANCE ASSESSMENTS 

7. 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. 

AUDIT CONTACTS 

8. For any queries or to discuss the content of this report, please contact either of the following: 

Lead Auditor: Ian Goodwin 

ian.goodwin@tiaa.co.uk 

07867 526292 

 

Head of Internal Audit: Peter Harrison 

peter.harrison@tiaa.co.uk 

07970 376542 

 

AUDIT REPORT DISTRIBUTION 

9. We would like to thank staff for their co-operation and assistance during the course of our work. 

For Action: Pete Notley, Chief Accountant 

Helen Smith, Financial Services Manager 

For Information: Shelagh McGregor, Assistant Director Resources (Section 151 Officer) 

mailto:ian.goodwin@tiaa.co.uk
mailto:peter.harrison@tiaa.co.uk
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RELEASE OF REPORT 

10. The table below sets out the history of this report. 

Date draft report issued: 31
st
 October 2017  

Date management responses received: 3
rd

 November 2017  

Date final report issued: 14
th

 November 2017  

 


