PAYROLL CONTROL PROCEDURES

Control Procedures:

The payroll and personnel (HR) departments are separate.  

1.  The payroll operates on the VIP system (called "Softline VIP Premier Payroll").

2.  The personnel system is not computerised; however they have access to the VIP system to maintain the staff leave (HR staff have access to the staff module) and the employee basic information page. With respect to all other functions they only have read access (i.e. they are unable to make any changes to pay rates etc.)

Personnel department

When new employees are appointed, HR sends the details, i.e. letter of appointment, personal details, etc. to the payroll department.  All appointments are authorised by the director of Human Resources or the deputy director in his/her absence.  Payroll then opens a file for the employee and enters all details onto the VIP system.  These details are entered via numerous screen prompts for all necessary information.  All payroll staff have access to the payroll system (depending on the areas to which they require such access).  

When an employee leaves or their contract ends, HR sends these details to payroll so that the employees can be removed from the payroll system.  The problem exists that payroll depends on HR sending information through to them and if this does not happen, employees who have left the University may still be paid. 
The Assistant Salaries administrator keeps a card for each employee who is on contract, showing both the start and end date of the contract.  The cards are kept in month order based on their completion date. On a monthly basis, The Assistant Salaries administrator reviews these cards and removes the employee from the payroll unless she has documentation authorising the extension of the contract. 

Previously a period less than 12 months could not be entered into the system. VIP now allows the termination date to be entered thus in addition to the above control VIP will inform the user of termination date.

Timekeeping (Amount in the payroll is correct)

On a monthly basis, the Salaries Administrator reviews the "view audit trail" on screen ( which shows comparative salary to previous month as well as bonus year to date, which are used to assess reasonableness)for each company (except for Co 40), and randomly select adjustments (new engagements or changes to current engagements) and trace them to authorised supporting documentation. Further calculations are re-performed in the case of special payments e.g. death / maternity leave / back pay 

Audit trail – a print out all the adjustments made and who made the adjustment. 

A monthly audit report is processed as part of the month end procedures - however, this is not reviewed at all as the work is performed throughout the month.

W.r.t. Co 40, - the pay slips are compared to input data on a weekly basis by the Accounts Clerk Salaries and the Salaries Administrator for company 70 and 80 on a monthly basis.

Co 40 - Input data - authorising documentation - authorised by the Head of department or manager of the division.

Co 70 - Input data - authorised letter from the HOD - and all employees on the payroll must be students.

Co 80 - Input data - BCP payments and invoices authorised by the Head of departments

For each payroll, during the month (or week for weekly wages) all adjustments to the individual salaries and wages are entered onto the VIP system from authorised documentation by the payroll department or other external sources.

E.g. Overtime worked, leave pay, payment for extra work done and changes or additions of deductions.

The following individuals will enter this:

Company 10 (previously Executive Payroll)
- Sanet

Company 20 (previously Senior Payroll)

-  Sanet/Cindy

Company 30 (previously Junior Payroll)

-  Sethu

Company 40 (previously Weekly Payroll)
-  Shamila
Company 50 (payroll for tutors, sub wardens

and graduate assistants)


-  Cindy

Company 60 (company payroll)


-  Sanet

Company 70 (Student payroll) 


-  Cindy

Company 80 ( CC payroll) 


-  Cindy

Company 90 (Temporary Staff)


-  Sanet

The VIP is an on line real time system, which performs various logic checks when the information is input. 

Recording

The general ledger is updated as follows:

1.  VIP will generate general ledger batches 
- GL
- batch of salary expenses







-  DBT 
- debtors batch for deductions for loans and fees







-  Rep1 
- deductions for rent and computer loans


-  Rep2
- employee portion of deductions such as    medical aid 







-  Rep3 
- miscellaneous deductions

-  Rep4 
- employer portion of deductions such as medical aid

(NOTE: Rep1 - Rep4 = Reports that are drawn)

2.  These will be posted to the general ledger system from VIP UNIX to Protea General Ledger.   The FTP transfer system was removed as the 'middle man' from 1 July 2007.

3.  These batches are then summarised into the following batches in the protea general ledger system







-  Main  - Deductions, salaries per cost centre.

-  Debtors batch - Loans owed to the university, student fees payment act.

A batch would not be posted to the general ledger where an error exists e.g. if an employee do not have an account number to be posted to.  All errors have to be investigated, by the Asst. Salaries Administrator, and corrected before the batch can be posted. 

The VIP system produces company reconciliations for each payroll, being the total of each item e.g. medical aid for the payroll, which will be reconciled to the general ledger accounts. Reconciliations of general ledger control accounts are performed by the Salaries Administrator monthly and reviewed by the Accountant Research and Support.

The Asst. Salaries Administrator reconciles the pension, provident and medical aid funds.

Payroll preparation

The following payrolls exist and are run separately:

-
Company 10: Directors Payroll (RE) for all executive employees (approximately 15).  Only the Salaries Administrator and the Asst. Salaries Administrator have write access, and all other authorised staff have read access only to this payroll.

-
Company 20: Senior (RS), which comprises administrative, academic.


-
Company 30: Junior (RJ) for all permanent service staff.

-
Company 40: Weekly (RW) for non-permanent, weekly paid workers (including student temps).


-
Company 50: Payroll for tutors, sub wardens and graduate assistants


-
Company 60: Outside funding.

- 
Company 70:  Students Tutors


-
Company 80:  Payroll of all payments to CC for employees tax purposes 


-
Company 90:  Temporary/Part-time staff

On a monthly basis, the Salaries Administrator obtains a net salary download, and scans this download for any for negative salaries, overstated salaries (often due to retirement payouts, leave payouts, or worked carried out over and above normal duties and then paid for via payroll.)

All queries are checked back to instruction sheets received from personnel or departments.

If there is a new engagement - all deductions are checked to ensure that they are correct e.g. pension, medical aid etc.

If someone is discharged – the Asst. Salaries Administrator enters the termination date and the system would clear and no payments would be made.

The Accounts Clerk salaries scrutinizes weekly wage pay slips in the same way. These reviews should detect any material errors. The weekly review seldom finds any differences, but if there are, they are for the following reasons:

When a student is linked to PAYE because they have marked that they are NOT a student, but salaries know from past forms that they are. They would then contact the necessary department to confirm and obtain their student numbers.  A reversal on Co 40 would be made and payment gone through Co 70.

Incorrect allocations made to cost centres.

These differences are corrected on the payroll, when they are checking the pay slips and before uploading to the bank.

Where employees are paid advances on their salaries, this information is entered onto the system and the system will then deduct the amount of the advance from the salary payment for the month.  All advances and loans must be authorised by the Accountant Research and Support or in his/her absence, the Director: Finance.  The employee will go to the Loans Officer and complete the relevant forms, these will then be forwarded to the Accounts Clerk Salaries in the payroll department and she will input the information into the system and arrange for the EFT/BCP to be made out.

Payroll payment

EFT makes most salary and wage payments.  The procedure is as follows:

1.
On the Monday prior to the payday (for salaries), a list of all payments will be produced from the VIP system.

2.  
On the following Tuesday, the Salaries Administrator will upload the EFT.  For all errors (e.g. changed bank account no) cheques will be issued.  The VIP system will be updated for these additional payments since the salary checks are printed by the VIP system.

3.  
For wages, the EFT is uploaded and transferred on the Thursday.

At the end of each month deduction printouts are produced by the system and reconciliations performed thereon. 

Any two of the following: Accountant Research and Support, Financial Accountant, Salaries Administrator and Asst. Salaries Administrator,  release EFT payments.

These are paid via First National Bank payments / cheques, which are authorised, by the Salaries Administrator and Accountant Research and Support  - reconciliations accompany the cheques for authorisation. (A copy of the schedule is sent to the company).

Journal entries have been minimised since payroll corrections are processed in the following month.  All journal entries processed by the payroll department are authorised by either the Salaries Administrator or the Asst. Salaries Administrator. 

Master file Amendment Controls

Every year, in January, July (at the time staff get their yearly increments), January (general annual increases), payroll and personnel do a comparison of their records on a one for one employee basis. Previously this was the only time that payroll and personnel formally reconcile their records, however the HR Admin Manager performs a monthly reconciliation between payroll and budgeted payroll. 

Differences are dealt with as follows: The personnel department will have the final say in determining which of the systems is correct.  The personnel department will then instruct the payroll department as to what corrective action is required. (Back pay or deductions). 

Differences arise for the following reasons: 

Mainly incremental dates that were changed during the year due to personal promotions;

Payments from incorrect cost centres, which are then corrected by journal entry;

Salary adjustments made by salary department, for which personnel do not have the documentation. Salaries will the send a copy of the information from their files to personnel.

The HR Admin Manager agrees the total budget to the total payroll paid on a monthly basis (for months January to June). From July onwards, he uploads the payroll to agree it to the HR database (this database contains all posts at the university, and the employees that are employed against these posts). 

The HR Admin Manager also runs a report on the HR expert where the data e.g. the medical aid, company (payroll), salary, which is compared to the VIP, records if the report is run. 

Computer controls

Back-ups of all payroll records are made on a daily basis.   There is a backup drive for every day of the week.  The backups are done automatically every evening to the server.

Per discussion with the salaries Administrator good password controls are in place in VIP, whereby access can be limited to very specific functions or amounts.

Leave Procedure

An application for leave is completed by an employee and signed by their Manager.  Leave forms are sent to the HR Division and the leave form is checked ensuring appropriate proof is attached. Leave is captured on the system in the appropriate place by Employee Admin Clerks and checked by Senior Employee Admin Assistant. Any leave taken over allocation is deducted from salaries and a letter is written to the payroll department  for deductions to be made.

