
Report to Audit and Governance Committee 15th April 2016 on actions 
taken in relation to key recommendations made in the audit report 
relating to the audit of Business Service Centre (BSC) - Payroll

Lead Officer: Cheryl Chambers – Head of Business Service Centre

Summary of Audit Area 

The Local Government Pension Scheme became a career average pension 
scheme from April 2014 (LGPS14 Regs.). Pensions for existing employees 
now consist of a final salary element for the pre-2014 service and a career 
average re-valued earnings (CARE) element for the post 2014 service.

Employers are required, under the Gloucestershire Pensions Administration 
Strategy, to provide Pensions Administration with an annual return by 31 May 
each year (CARE report). This is used to prepare the Annual Benefit 
Statements for all active members, which must be sent to members by 31 
August each year.

The Business Service Centre (BSC) provides payroll services for 
approximately 12,000 LGPS active members, employed by a number of 
different organisations, accounting for approximately 2/3rds of all active 
members.

In April 2015, Internal Audit (IA) was advised by the Director of Finance of an 
incident where the contributions, for a senior member of staff deducted from 
their March 2015 pay, were twice the amount that they should have been. IA 
was asked to investigate this matter, to give assurance that it had not impacted 
on other employees and that corrective action had been taken. As a result of 
this request this investigation was included within the scope of this audit.



Summary Terms of Reference of the Audit

The objective of the audit was to assess whether the:-

 SAP (GCC’s financial/payroll system) correctly accumulates pensionable 
pay and contribution totals to account for the requirements of the LGPS14 
regulations;

 New pensionable pay wage types have been set up correctly to feed into the 
CARE accumulators but not the final salary accumulators and that these 
wage types have been used for all relevant payments;

 LGPS year-end reports (CARE reports) are created on a timely basis for 
Gloucestershire County Council and all other payrolls, facilitated by the BSC, 
who are under the Gloucestershire LGPS and that the integrity of the data 
produced has been tested for completeness and accuracy;

 To investigate why contributions were incorrectly calculated and deducted 
from salary for a senior member of staff, whether this affected any other 
employees and whether remedial action has been taken to prevent such 
errors occurring in the future; and

 To ascertain whether controls are in place to identify variances in pay and to 
establish that these are operating effectively.

Risks

 The annual CARE report may be inaccurate with either the ‘final salary’ 
and/or the CARE element of pensionable pay incorrectly calculated;

 That employee and employer pension contributions have been incorrectly 
deducted;

 That income tax may have been incorrectly deducted;
 That the annual CARE report is not provided to Pensions by either the 

internal or statutory deadline;
 That the late receipt of the annual CARE report may delay the issue of the 

Annual Benefit Statements to individuals;
 Fines may be levied by the Pensions Regulator for the late issue of the 

Annual Benefits Statement; and
 The control for checking exception and variance reports is only partially 

effective and therefore payroll errors could go undetected.  



Key Findings

The requirements of the LGPS14 scheme

There are various key differences in the way pension is accumulated under the final 
salary scheme compared to the new career averaged scheme (e.g. non-contractual 
overtime is now included under pensionable pay). As a result the employer, through 
their payroll provider, are required to keep accumulators in the payroll system that 
calculate what the final salary on retirement would be for each employee under the 
old final salary regulations and the annual pension pot created for each employee 
under the new regulations.

Internal audit testing showed that these accumulators were incorrect for some 
employees who had received non-contractual overtime. Payroll had not realised 
that they needed to maintain an ongoing ‘final salary’ figure, which is required to 
calculate the pre-2014 element of any new pension. As a result, no testing had 
been undertaken by the BSC during the year to ensure the accuracy of this 
information, held in the accumulators.

At the year end employers are required to extract this information from the payroll 
system and send a CARE report to the Pension Administration Manager. 
Capgemini (SAP service provider) only provided the first test version of the CARE 
report in May 2015. Internal Audit (IA) used this test report to calculate the pension 
figures for a sample of employees. IA found that the test CARE report did not 
provide the correct information. During the course of the audit, findings were fed to 
the BSC, who were also carrying out their own testing, so that they could address 
the various issues. The BSC then worked with Capgemini to correct the report. The 
BSC informed IA on 3 July 2015, that the CARE report was fully tested and working 
correctly.

As a result the deadline of 31 May 2015 for provision of the year-end CARE reports, 
to Pensions Administration Manager was missed with the final reports only being 
received on 8 September 2015. Pension’s Administration had requested a 3 month 
window to enable them to upload the information to their Pensions software and 
produce the Annual Benefit statements. The delay has resulted in Annual Benefits 
statements not being dispatched until November 2015. Failure to deliver the 
statements to members by 31 August is a breach of the Pension Administrator’s 
statutory duty, which may have led to fines being levied by the Pensions Regulator. 
However, the Pension’s Administration Manager informed the Regulator of the 
delay and was awarded an extension of time, until 30th November 2015. This new 
deadline was met.



Investigation into incorrect pension contribution deductions

A bug was introduced to the SAP payroll system, following patching. In total 24 
employees were affected, to differing degrees. In the worse case an employee’s net 
take home pay was 25% less than it was in the previous month. Although this 
member of staff queried their salary with the BSC and received a manual payment 
to correct their salary, it was not until the senior member of staff raised this with the 
BSC that it was escalated to Capgemini.

Recommendations

We made 21 recommendations of which 11 were high priority. Key recommendations 
included:-

 Ensuring SAP staff have clear guidance on how to calculate pensionable pay 
during child related leave, as this is not automatically calculated by the system;

 Ensuring that old wage types that incorrectly feed into the accumulators are 
suspended, that new wage types correctly feed into the final salary accumulator 
and that the final salary accumulator shows the final salary, as it would have been 
under the old regulations;

 Fully test the new CARE report and give assurance to external employers that the 
year- end CARE report is to the best of their knowledge correct and accurate for 
all members of the scheme. As those employers are liable for providing accurate 
information to the Pension Scheme;

 Provide future CARE reports by the deadline set by the Pension Administrator, 
either 31 May or earlier as required;

 Reconcile the contributions shown in the CARE report for each employer to the 
actual contributions paid over to the Pension scheme;

 Ensure that protocols are in place for Capgemini to alert GCC to issues, before 
we raise them. In the case of the over deduction of contributions other authorities 
had already alerted them to this problem;

 Consider patching more regularly. Patches are generally applied annually;

 Undertake a risk assessment as to the level of checking of exception and 
variance reports and incorporate the level of checking required in SLA’s with GCC 
and contracts with external employers; and

 Review the treatment of tax and NIC on purchased leave as the scheme is 
designed not to impact on individual’s pensions.



Action taken as at the end of March 2016 and/or proposed

The work associated with this audit has been a priority for the BSC since the report was 
issued.  Good progress has been made, including:

Clear guidance has been provided on calculating pension during child related leave and 
corrections have been made where necessary.

Old wagetypes have been suspended where technically feasible and new wagetypes 
correctly feed into the final salary accumulator.  A compliance report is being run monthly 
which ensures correct wagetypes are used prior to running of payroll.

The CARE report was fully tested and reconciliations for 2015/16 are already underway 
and the BSC are confident that the report will be provided by the new deadline (1 month 
earlier than previous deadline).

The issue regarding alerting GCC of problems experienced by other authorities was with 
SAP, who as the world’s second largest supplier of software are difficult to influence.  
Capgemini are aware that any issues they find during their work with other authorities 
should be shared with GCC to ensure learning points are picked up.

The purchased leave scheme has been changed from 1st April 2016 and outstanding 
back-dated contributions corrected.

The BSC want to ensure that checking reports make effective use of staff time and are 
focussed on areas of highest risk.  The priority is to check red errors which would prevent 
payroll running and then check almost 10,000 rows of data in exception and variance 
reports.  The BSC have recently implemented a new way of working – Perform – and 
now have a more structured & robust approach to process confirmation – i.e. confirming 
that changes made have had the anticipated results and challenging how capacity is 
used and ensuring that limited resources ar4e focussed on the greatest areas of need.  
As part of this approach specific instances where errors have been found are process 
confirmed as part of the monthly payroll checking period.  The BSC will continue to focus 
on this area to make even more effective use of resources.

The only recommendation that has not been progressed relates to patching of the SAP 
system.  In line with many other authorities (and private organisations), SAP is patched 
annually and fixes are applied as required throughout the year.  The patching project 
takes 13 weeks to complete as patches are applied, tested and then moved through each 
SAP environment.  During this period there is a 6 week “freeze” during which time 
changes cannot be made to the system.  It is not feasible to patch the system more 
frequently without impacting on our ability to apply statutory fixes and customer 
commissioned improvements.

 


