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Assurance Level Recommendations Made

Substantial Assurance Priority 2 n

Status of Our Reports

This report ("Report™} was prepared by Mazars Public Sector Internal Audit Ltd at the request of London Borough of Croydon and terms for the
preparalion and scope of the Repont have been agreed with them. The malters 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
Internal Audit have only been able to base findings on the information and documentation provided and consequently no complete guarantee can
be given that this Report is necessarily a comprehensive statement of ali 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 fuliest extent permitted by law Mazars Public
Sector Internal Audit Ltd. accepts no responsibiity and disclaims all llability 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. Accordingly, any reliance placed on the
Report, its contents, conclusions, any extract, reinterpretation, amendmen! andior 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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Open Book Accounting 2017/18
Executive Summary|

1. Introduction

1.1 The scope of the Term Partnering Contract (2005, as amended 2008) extends to
the following services: responsive repairs, voids refurbishment, mechanical three
star contracts, gas servicing and door entry repairs.

1.2 The repairs service contract came into effect in April 2014 between the Council
and AXIS Europe Plc and is funded through the Housing Revenue Account. Works
completed by AXIS Europe Plc workers are sent to the Council as 'requests for
payment’ via a financial interface that went live in May 2017. Payments are made
to AXIS Europe Plc based on either a fixed monthly amount for general repairs or
variable payments made as a result of ad-hoc requests. Variable requests undergo
a 10% sample check to ensure that they have been validly instructed and
completed to the required standard.

1.3  Alongside the 10% sample check of ad-hoc work requests undertaken by the
Council, AXIS Europe Plc sends mobile text questionnaires to customers in
respect of all works undertaken, both general and variable. The Council also sends
more detailed customer satisfaction surveys to all customers.

1.4  As part of the agreed 2017/18 Internal Audit Plan, an internal audit of Open Book
Accounting was undertaken.

2. Key Issues

Priority 2 Issues

Three out of three contract variations tested did not have written changes signed
to evidence agreement in accordance with clause 8.3 of the Partnering Term
Agreement. (Issue 1).

The contract start date was 1 April 2014 and to date, quarterly open book
reviews have still to be undertaken despite this issue being raised in our Open
Book Accounting 2015/16 Internal Audit Report. (Issue 2).

The supplier continuity plan does not outline a sufficient plan of action for
continued service delivery in the event of a supplier failure. (Issue 3).

Page 2



¢ abeq

"suolenbay 10eNUOD pUB S1I9pUS] S,)ISUNOT) UOPAOID YIM
99ue||dWwoo-uou JO ¥suU & os|e S| a8y "uoipsod s} aalojue A)leba) o) sjge sq jou Aew
[1ouUNaY ay) ey} ‘Jojoenuod 8yl yim asue sindsip Aue pinoys eyl ysu e si aiey |

"Suoljeuea ay) jo Juswaaibe aouspiag Jou S0P SIY) ‘Jaasmoy ‘pajou ale sabueys
8y} assum pusye saided Ylog yoiym ‘dnois) suo) oibelens siieday aaisuodssy suy)
Jo sajou Bunsaw yim papirosd Jsramoy a1am am Jey) sbpaimounoe spp ‘JuswasiBy
uus] Buusuped syj Jo £'g 9SNE|D Y)m 80uUBpIoOD. | Juswaalbe 11y} 83UspIAS 0}
paubls sabueys usplm Jley) aABY 10U PIP Pa)S8) SUCHELEA JOBIJUOD BY) JO 331U} |IV

. JoeJuUOY ay) 0] Bulejal Juslinaop e se uolestoyne siy} Jo Adoo e uieja.
IsSnw oym Jedio pejeubisap e 1o Jopeliqg eyl Ag Buum U pasuoyne Ajesipnads
8q jsnii Joefjuc) e 0} uopelen 10 eqxe Auy, s9lels gz uonosag suoneinboy
J0BJUOD puB SIBPUI ] (IDUN0D UOPACID BLj} pue JSOD UO S}oays S} JO JSPINOId
80IAIBS 8Y) pue Jualy a8y} uesmiaq Jusleaibe Joud o] joalgns aq yeys ‘Jusyn ey}
Aq pasodo.d abueyo Aue, jey) sejess Juswaalby wis)| Buusuued ay) Jo €' asne|n

sliedoy
aje|paluw| aAlsuodsay Jo pesH
aulpeaq | 199j0 sjqisuodsay

3UOP BABY 8Mm SUOIJBLIEA 8Y) O} INO SIY)
Aues pue yoeq ob |m spy "eouslajel

B Ul Juiodaieysg ojul paABs/pauuess
pue paubis way} Buyeb pue yo ssay)
Bunuud pels osje |Im apA "pIo23l B SI
8Jay) os paasbe aq 0} senulw, epuabe
yoes Jo doj} e Jnd MOU ||im am ‘JaASMOH
‘19)siBas uoneuea 1oeNUOD U0 WS
ind pue dnoib aioo je assy) ajnul
apm ‘dnosb eJ00 0] pajeleose Swa)|

"JORJJUOD JO YE)S BDUIS

Japjoy  saolpuadde  ssquinu

4

| anss| — |euoney/Buipuly psjiejag

juswsbeuey Aq pesodoid uopoy

Kuoud

SUOREBIIEA JOBIJUOY) ;| Ealy JOJUOT)

Hoday pajielaq

ajeuoney/sbuipuig Aey pue suonoy

‘e

81/ 10z bununoooy yoog usdp



1 abed

'S8UWO0JIN0 8sE3IIU| JO/pUe JS0D 3onpal AW Jey) s|eusjew pue swaisAs Buipjing
Mmau Jo ssh pue uieyo Alddns sy o} sabueys yum Buoje passiw aq Aew saoioeld
Bunpom 0} sabueya saneAouul Jo uope)iojdxa pue LonEDYIUSP! ‘YNSa) B SE Jey) pue
pasi|eal jou s| 1oelu0) Buusuued joog usdQ ue 1oy sjeuoljel 8y} Jey) Jsu e si asey |

PNy 91/G1 Bununoaoay yoog uadQ sy} Ul pasiel os|e Sem anss! siy |

"sleak usass Jo pouad J1oe1U0D |B)UI 8Y) JjBY Sjussaldas mou
Uolym ‘syjuow G pue sieak g 10j USHEUIPUN US3Qg BI0JBI8Y) JOU peY MaIAaL jooq
-uado Apspenb v */ L0z J8qIadag Ui YJOMPIaY JIPNE INC JO pud auy) AG usyeuapun
useq pey smalasi yoog-uado Apapenb oN "$1L0Z AINC JO Mels Byl e uayeuapun
usaq aney o} malas) Auapenb siy ay) pejoadxa saey pinom em ‘uoies)iqow
laye pejoadxe vsem smalnss Apepenb ‘sejels joeiUOD By} SY "PSOUSWUILLIOD
Allewioy seojues usum ‘pLOZ (Mdy | AQ pelejdwon usaq sAey 0) papusiul
SEM PUEB €| (Z JaqUIBAON Ul paousLuIwWwoD pouad uolies)|iqow JOBJU0D 8y "gLOZ [hun
mainal yooq uado Apauenb ‘jsiy ay) Aejap o) paploap ueaq Sey Il PaLWLIojul 8Jam S\

. da)jealsly) sSmajnal jenuue
pue Auspenb anjoaye ejqeus o) pouad uojesiiqow ay) ybnosy) ssas0sd mainsy
yoog uadp Bumonouny Ajny e dojensp o} jusln oYl yum BUpLIOM O} PapILLLIOD
§I J18PINOI @OjAIBS BY [, ‘SBIE)S YIomalel{ 9dlid |BNJOBNUOD By} JO £ ashe|)

HOS 8y jo asn
1081109 pue uoIsN|oxa Jo Alpljea
)982 0] Japenb ay) uy pasioaul
SUOISNIIX3 ddd %01 JO MBINDY »

-SAJOAUL ||IM SIY L

‘PeopIOM 13Y10 0} anp pakejap
yaqgje ‘pepels uaaqg sey sseooud siy)
0S pue g pue LD 10} LL/ZL/Z) U0 SIxy
wioJ) uonewlojul ay) paysenbas pey
SM JeU) paduspIAs | Jipne siy} jo ped sy

‘§HOS jO osn
a]e4nooe pue JoeNUOD BYy) Ul pauljep
SJS02 4noqe U0 Smainal Ausuenb
Snooj 0} papusiur am piemioj Buroo
‘MajAad Bujunoooe yooq uado jenuue
ayj Bunjeliapun se jjem se suojeaydde
40 Bunjosyo [enuew ay} uo passnoof
pue s82inosa. sjqejene pasyLoud em
‘uojlesidse siy) jooaw o0} ajge jou siem
am ybnoyjy ‘azis sitf) Jo JoBNUOID B 10}
snopiquie Sem iead Jsiy ay) ul Menad
Alspenb e axepspun 0] uopus)ul
jenpejuod ey ‘Wbispuly  Yim

ey} sem Jpne yooq uadp
1se| 8y} Bumo| o} Juawwod snoiaald AW rA

¢ anss| — jeuoney/Buipuly pajjelsqg

juawabeuey Aq pasodolid uonay | Ajuoud

S1S0J JO UONEDRIBA . Baly [OJJUOH

8142 L0z Bununoaay yoog uadp



G abeg

8yl Aq a1e|dwod pue yjuow Bumo)|o}
ui Japenb ysea jo pua je siyj }ssnbai
0} ue(d Y10m 61/810Z Ul MON ‘|udy JO
pua Aq auop aq |m $D "Udiep Jo pus
Aq € pue g ‘LD 8)e|dwoa o} ueld ylom
wea| Aolod sileday ul mou si SIyl

‘MajAal sIy) J0j Adewwns Apauenb
Ul papnjout os|y "(ssedyiey) Ajenb
pue slagwnu Jo suus} ui Bugesw
Buuoyuow 196pnq ay) Jo ped se
Aluows siy) mainal am -Japenb ay)
ul pays|dwod pue pasiel uonoadsul
}s0d JO JagquInu JO MaIABY =
‘safinijoe
Juswabeuew puewsp ey} Jo Led
SE )JOM INo Ul Papnioul pue auop
Apeaye si siyj -syuow g| snoiaasd
ay) ui siiedsa aiow 4o OZ pey
aABY Yoiym soatuadold Jo malney
HOS 3y} jo esn
J09.1102 pue uoISN|oXa Jo AlplleA
3282 0} Japenb ayy ur pasioAul
SUOISN|OX8 Add %01 JO MBIASY
spuaJ) Ajuapl pue Ajpijea 3o8yo
0} Jauenb ay) u) pasioAu} aJom
Ya1ym sbuijsmp ddd o) pesiel
SUOISN|IXS ddd %0L JO MBIABY
HOS 8yl jo asn
1021109 pue uoISn|oxa Jo A)pljeA
%2842 0} Japenb ay) ul pasioau
a1oM YoIym 000'23 Buipasoxa
SUOISN|9X3 ddd %01 JO MaIADY =«

81/21.0Z Bununoooy yoog uadp



g abeg

Jabeuepy
|B1I2JaWwWoD) pue Adljod
slieday / juswabebug

pue sdiysiauped
JO peay / sileday
810z Aepy pu3 anisuodsay Jo pesH

suljpeaqg @ Jt8syjo ajqisuodsay

‘}Jo ubis
Joj dnoib a107) je pue Guasw }a6png
sjeudolsdde ay) uo aq m yo ubis
pue msiaal Japenp -Bupesw jobpng
]X8U e passnosip aq pinom sanss) Auy

‘Aepy
10 pus a1ejdwoo pue ‘judy isanbas D
10 pua os — yuow Bumoyjo} ay) jo pua

81/210z Sununosoy yoog uado



. abed

JsuuewW Ajaw B Ul paysygelss-a1 a4 Jou Aew ainjeu sieyep
lo/pue f1gjes g yyes e jo asoy} Buipnoul seaAIBs [BHUSSSS JBU) YSU B S| BIaYy |

‘Aanlisp 8awes 1o} ueld Auaa0931 B BJNJIISUOD J0U SSOP SIY) ‘82IAISS By} UOIISUE.)
0} Buirey pue sinjie} J0BAUOD JO S109Y8 |BIDUBUY BY) 8sUBdWGIal 0} UO PajED aq
Aew jey) puoq e 10} uoisinoid sayew Joenuod ay} ybnoyyy ‘Jusweasiby Buusuped
ay} pioydn o} ajgeun Buieg/uonepinby ojur Bulob giXy Jo ynsas syl u; uonoe
jo ueld [enjoe ue |iejop Jou S0P Ue|ld ANNuRUO) ssausng sueday sAisuodsay sy

‘POIBUILLIB) 8q
10 }Inejap sj0eNUOD A8Y PINOYS 0) Paliasl aq AjsieIpaLuLwl ued Jey) UOID. JO 9SIn0D
SANEUIS)E PBIUBWNIOP B SABY SJ9DIY0 Jey) ainsua sdjgy ainjiey Jaijddns/joesuod
10} uoisimoud  eyew sueld Apnunguop ssauisng  8oiAeS  jey)  Buunsug

"Wo8yd

Yieay AlueaA e op os|e ap\ JosIApe
Buuauped Jno en souewuoyad

pue s)so9 Jaliddns Jo malasl

yooq uad ApesA e jno Aueo app
maIARY Yoog uadQ "puog asjuelens
'6¢ pue 8¢ asne|) pue !¢l

‘VOL'EL ‘V6'EL ‘€€l SWay g| uonoes
Swig] |epads pue uoneuIuLd |
‘uua] g1 uonaas Ajeosynadg

‘Jneyap 1oBJjuod ay) pjnoys sso|
Jeroueuy Buinoul woly 1IsUNo)) 8y}
108)01d yaiym JoBRILOD BY) Ul SBSNE|D
ale 218y Sasne|D uonos)0ld JoBjuOD
'8JB S|0JjUOD JUBLINYD

D{SU 32npal 0} paypuspl
$|0Jju0d pue 3jsu Juswabeuew sey siy |
"19)s16a4 YsU YO |y} Jo malaal By} 1o}
spuaye Jsol0 swweibold ajesodion
Pue sty oy ieul LN ¥yDQ 4no
e Ayapenb pamaiaal si yoiym so)sibal
ASU HOQA 9y Ul os|e si siy]  ‘uojaydae
siosiape  Buwsuped ino ymm ued
3JOM JuBLIND INo pue ue|d 89)AI8S INO Ul
ps2uspIAB S| UYDIym ‘anss] SIY) ssalppe
Alleoyoads 0} ueld Apnupuoo sssuisng
e Bujdwos jo ssaooid ay) ul ale app A

€ anss| —~ [euopey/Buipuly pajiejaq

juswebeuey Aq pasodoid uoyoy | Ajuouid

S)S07) JO UOHEDHIIBA p Ealy [OJU0D)

81/£10z Bununoody yoog usdp



g abed

sneday
810z wog aAIsuodsay Jo peaH

aujpeaq | 19210 ajqisuodsay

‘Buney ,pooo), e se
3}oBQ aWED YoIym SIXY U0 ¥03yd Ujjeay
[el1oUBUY B JNO0 paLuled Ajjuadal osje app

‘soousblaws

JOAOD pue 32]}0U LoYS JE WS} O}
)}Jom anssi 0} sh ajqeus 0} SWHOAS!
paacidde unc uo s1010BIUO0D

Buipjing |esauab pue s)sieads Jo
laquinu e uiejal app "Ino -||es 810U
Hoys - si0)oeiu0) Buip|ing elsusg

/ 1s)|e1oads ‘moy yseo Jsiddns
ulejuew 0} sjuswAed uoisnoxa

pue Auadoud Jad aoud Ajyuow tenbay
8Jnsua o] 20e|d Ul ale Sassa%0.d
|eroueulq “Ayjenb

pue souewlopad }lom Jo Aunnios Ajep
Jsow|e sl a1y ‘wsiueydssw Sujuiem
Ajes ue se pasn pue sbuijie} Jo sanssi
Aue Amuspl 0 Juaweabeusw 1021U09
9s0J9 S| 848y} ainsus o} pjay sbupesw
aoueu)) pue asueunocpad Alyjuop

- Bupojuow saueuly ¥ asuBWIONEH

81/210¢ Bununoooy yoog uadp



Open Book Accounting 2017/18

1.1

1.2

1.3

2.1

2.2

3,

3.1

Appendix 1
TERMS OF REFERENCE

Open Book Accounting

INTRODUCTION

The scope of the Term Partnering Contract (2005, as amended 2008) extends to
the following services: responsive repairs, voids refurbishment, mechanical three
star contracts, gas servicing and door entry repairs.

The service was procured through a Competitive Dialogue process, with the
contract being awarded to Axis Europe plc for a guaranteed period of seven years.
There is an option to extend for a further eight years in two segments. The contract
therefore has a 7+4+4 structure.

As part of the agreed 2017/18 Internal Audit Plan, an internal audit of Open Book
Accounting in respect of the Responsive Repairs contract with Axis Europe Plc has
been identified to be undertaken.

OBJECTIVES AND METHOD

The overall audit objective is to provide an objective independent opinion on the
adequacy and effectiveness of controls / processes

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

SCOPE

The audit included the following areas:

Issues Identified

Control Areas/Risks Priority 2 | Priority 3
' (Medium) | {Low}

Contract variations; 0 1 0
Governance; 0 0 0
Access to Systems; 0 0 0
Verification of costs; 0 2 0
Maximisation of Gain share; 0 0 0
Payments; and 0 0 0
Contrapt Performance Monitoring, Management 0 0 0
Reporting and Performance Management.

Total 0 3 0
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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.

. Full Assurance

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

O Substantial Assurance

While there is basically a sound system of control to
achieve the system objectives, there are weaknesses in
the design or level of non-compliance which may put this
achievement at risk.

Limited Assurance

There are significant weaknesses in key areas of system
controls and/or non-compliance that puts achieving the
system objectives at risk.

. No Assurance

Controls are non-existent or weak and/or there are high
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 responsibility 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 contro! 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 contro!
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 slatement 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 Public Sector internal Audit
Limited accepts no responsibility and disclaims all liability to any third party who purports to use or reply 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.

In this document references to Mazars are references lo Mazars Public Sector Internal Audit Limited.

Registered office: Tower Bridge House, St Katharine's Way, London E1W 1DD, United Kingdom.
Registered in England and Wales No 4585162.

Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP. Mazars LLP is the UK firm of
Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of
Chartered Accountants in England and Wales to carry out company audit work.



