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Confidentiality and Disclosure Clause

This report (“Report”) was prepared by Mazars LLP at the request of London Borough of Croydon and terms for the preparation and
scope of the Report have been agreed with them. The matters raised in this Report are only those which came to our attention during
our internal audit work. Whilst every care has been taken to ensure that the information provided in this Report is as accurate as
possible, Intemal Audit have only been able to base findings on the information and documentation provided and consequently no
complete guaraniee can be given thal this Report is necessarily a comprehensive statement of all the weaknesses that exist, or of all
the improvements that may be required.

The Report was prepared solely for the use and benefit of London Borough of Croydon and to the fullest extent permitted by law
Mazars LLP acceptis no responsibility and disclaims all liability to any third party who purports to use or rely for any reason whatsoever
on the Repor, its contents, conclusions, any extract, reinterpretation, amendment andfor modification. Accordingly, any reliance
placed on the Report, its contents, conclusions, any extract, reinterpretation, amendment and/or modification by any third party is
entirely at their own risk.

Please refer to the Statement of Responsibility in Appendix 3 of this report for further information about responsibilities, limitations
and confidentiality.
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Executive Summary

Introduction

The London Borough of Croydon, must appoint an Electoral Registration Officer
(ERO) who is responsible for all electoral registration functions including the
publication and maintenance of the electoral register. The Council must also appoint
a Returning Officer (RO) who is responsible for the administration of local
government elections in the borough. The ERO and RO would normally be a senior
officer of the local authority, and in the case of LBC it is the Chief Executive.

The duties of the ERO and RO as set out in legislation are their personal
responsibility not those of the local authority. The local authority must provide
sufficient resources to enable the ERO and RO to undertake their duties, including
electoral staff. The day to day management of elections and electoral registration is
managed by the Head of Electoral Services.

At a UK Parliamentary election in England and Wales, the administration of the
election is the responsibility of the (Acting) Returning Officer (ARO), who for a
London Borough is the Electoral Registration Officer. In the case of LBC, the ARO
is the Chief Executive.

The ARO is entitled to recover costs in respect of services rendered, or expenses
incurred, in connection with a parliamentary election if the services were necessarily
rendered, or the expenses were necessarily incurred, for the efficient and effective
conduct of the election; and the total claim does not exceed the maximum
recoverable amount {(MRA) set by the Cabinet Office. These costs are required to
be fully accounted for with a claim submitted to the Cabinet Officer Election Claims
Unit.

The Secretary of State may authorise the payment of more than the overall
maximum recoverable amount, if satisfied that it was reasonable for the ARO to
render the services or incur the expenses, and that the charges in question are
reasonable.

The expenses incurred during an election relate to payment for venues and other
specialist election services and staff employed to conduct electoral duties.

The electoral claims for all three Croydon constituencies (Central, North and South)
were overspent for the last general election in 2017, which has led to the Cabinet
Office Claims Unit carrying out a full scrutiny of these claims. As a result,
observation letters were issued to the Council which required additional information
and evidence of spending to be provided. This scrutiny process was ongoing at the
time of the audit.

This audit is part of the agreed Internal Audit Plan for 2018/19.

Since 2017, there have been significant changes to the Electoral Services team,
including a new Head of Electoral Services and Deputy Manager. The new staff
were not employed at LBC at the time of the 2017 General Election and were not
involved in the submission of the election accounts for the election to the Elections
Claims Unit
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2.

Key Issues / Rationale

There was no evidence that a record of expenditure had been maintained during the 2017
General Election. We were advised that it was a matter of spending what was required
' to run the election (what is actual and necessary) and keeping the invoices on file. The
2017 General Election was overspent for all three constituencies, (Issue 3).

Priority 2 Recommendations

There were no local procedures in place with regards to Elections Accounts and Claims.
We were advised that the Elections team just follows the legislative guidance and the
guidance notes on the claim form, (Issue 1).

Examination of the purchase orders for a sample of 10 purchases made in support of the
2017 General Election found that four of these had been raised retrospectively, i.e. after
the invoice had been received, (Issue 2}.

We were advised that the 2017 General Elections claim was submitted in May 2018,
which was six months after the deadline of 8 December 2017. In addition, we could not
confirm this date nor that the claim had been appropriately signed as the origina! signed
and dated claim form had been sent off without a signed copy being retained, (Issue 4).

Croydon consists of three constituencies: Croydon Central, North and South. When
checking the claims against supporting invoices, we noted that in one area for all three
constituencies, the Council had incorrectly claimed the payment net of VAT when it
should have been gross. In addition, the Council had not completed the Transparency
Forms for ‘Payments to individuals of or exceeding £2,500" as required, (Issue 5).

The priority 3 issues are included under item 4.
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TERMS OF REFERENCE

Election Accounts and Claims

INTRODUCTION

The London Borough of Croydon must appoint an Electoral Registration Officer
(ERO) who is responsible for all electoral registration functions including the
publication and maintenance of the electoral register. The Council must also appoint
a Returning Officer (RO) who is responsible for the administration of local
government elections in the borough. The ERO and RO would normally be a senior
officer of the local authority, and in the case of LBC it is the Chief Executive.

The duties of the ERO and RO as set out in legislation are their personal
responsibility not those of the local authority. The local authority must provide
sufficient resources to enable the ERO and RO to undertake their duties, including
electoral staff. The day to day management of elections and electoral registration is
managed by the Head of Electoral Services.

At a UK Parliamentary election in England and Wales, the administration of the
election is the responsibility of the (Acting) Returning Officer (ARO), who for a
London Borough is the Electoral Registration Officer. In the case of LBC, the ARO
is the Chief Executive.

The ARO is entitled to recover costs in respect of services rendered, or expenses
incurred, in connection with a parliamentary election if the services were necessarily
rendered, or the expenses were necessarily incurred, for the efficient and effective
conduct of the election; and the total claim does not exceed the maximum
recoverable amount (MRA) set by the Cabinet Office. These costs are required to
be fully accounted for with a claim submitted to the Cabinet Officer Election Claims
Unit.

The Secretary of State may authorise the payment of more than the overall
maximum recoverable amount, if satisfied that it was reasonable for the ARO to
render the services or incur the expenses, and that the charges in question are
reasonable.

The expenses incurred during an election relate to payment for venues and other
specialist election services and staff employed to conduct electoral duties.

This audit is part of the agreed Internal Audit Plan for 2018/19.
OBJECTIVES AND METHOD

The overall audit objective is to provide an objective independent opinion on the
adequacy and effectiveness of the control environment relating to ‘Election
Accounts and Claims.

The audit will for each controls / process being considered:
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o Walkthrough the processes to consider the key controls;
¢ Conduct sample testing of the identified key controls, and
¢ Report on these accordingly.

3. SCOPE

3.1 This audit included the following areas:

Issues Raised
AuCitiAres Priority 2 || Priority 3
(Medium) | (Low)
Organisaticnal, Management and 0 1 0
Legislative Requirements
Election Accounts Administration 1 1 1
Payment Authorisation and Recording 0 0 0
Reimbursement 0 2 1
Budget Monitoring and Reporting. 0 0 0
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Appendix 2
DEFINITIONS FOR AUDIT OPINIONS AND RECOMMENDATIONS

In order to assist management in using our reports:

We categorise our audit assurance opinion according to our overall assessment of the
risk management system, effectiveness of the controls in place and the level of
compliance with these controls and the action being taken to remedy significant findings
or weaknesses.

There is a sound system of control designed to achieve
the system objectives and the controls are consistently

. Full Assurance
applied.

While there is basically a sound system of control to

Substantial Assurance | achieve the system objectives, there are weaknesses in
O the design or level of non-compliance which may put this
achievement at risk.

o There are significant weaknesses in key areas of system
Limited Assurance | .ontrols and/for non-compliance that puts achieving the
system objectives at risk.

Controls are non-existent or weak and/or there are high

No Assurance levels of non-compliance, leaving the system open to the
. high risk of error or abuse which could result in financial
loss and/or reputational damage.

Priorities assigned to recommendations are based on the following criteria:

Priority 2 Control weakness that represent an exposure to risk and require
(Medium) timely action.
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STATEMENT OF RESPONSIBILITY

We take responsibiiity to the London Borough of Croydon for this report which is prepared on the basis of
the limitations set out below.

The responsibility for designing and maintaining a sound system of internal control and the prevention and
detection of fraud and other irregularities rests with management, with internal audit providing a service to
management to enable them to achieve this objective. Specifically, we assess the adequacy and
effectiveness of the system of internal control arrangements implemented by management and perform
sample testing on those controls in the period under review with a view to providing an opinion on the extent
to which risks in this area are managed.

We plan our work in order to ensure that we have a reasonable expectation of detecting significant control
weaknesses. However, our procedures alone should not be relied upon to identify all strengths and
weaknesses in internal controls, nor relied upon to identify any circumstances of fraud or irregularity. Even
sound systems of internal control can only provide reasonable and not absolute assurance and may not be
proof against collusive fraud.

The matters raised in this report are only those which came to our attention during the course of our work
and are not necessarily a comprehensive statement of all the weaknesses that exist or all improvements
that might be made. Recommendations for improvements should be assessed by you for their full impact
before they are implemented. The performance of our work is not and should not be taken as a substitute
for management’s responsibilities for the application of sound management practices.

This report is confidential and must not be disclosed to any third party or reproduced in whole or in part
without our prior written consent. To the fullest extent permitted by law Mazars LLP accepts no
responsibility and disclaims all liability to any third party who purports to use or rely for any reason
whatsoever on the Report, its contents, conclusions, any extract, reinterpretation amendment and/or
modification by any third party is entirely at their own risk.

Registered office: Tower Bridge House, St Katharine's Way, London E1W 1DD, United Kingdom.
Registered in England and Wales No 0C308299.



