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Caonfidentiality 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, 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 all the
weaknesses thal 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 accepts no responsibility and disclaims all liability to any third party who purports to use or rely for any reason
whatsoever on the Report, ils contents, conclusions, any extract, reinterpretation, amendment and/or medification. Accordingly,
any reliance placed on the Repont, its contents, conclusions, any extract, reinterpretation, amendment and/or modification by any
third party is entirely at their own risk.

Please refer 1o the Statement of Responsibility in Appendix 3 of this report for further information about responsibilities, limitations
and confidentiality.
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CROYDON

Executive Summary
1. Introduction

1.1. Virgo Fidelis Convent Senior Schoo! is a Roman Catholic Voluntary Aided
School and at the time of audit there were 589 pupils attending. It has an
expenditure budget of approximately £3.6m for the current financial year.

1.2. Due to a year-end overall adverse variance on the 2013/14 budget of £169,530,
the School set a licensed deficit budget for 2014/15 of £140,871, which
increased to £607,618 at the end of 2015/16. On 27 November 2015 a loan
agreement was entered into with the Council for £685,780. The School's deficit
position has subsequently continued to worsen, with a cumulative deficit at the
end of 2017/18 of £1.24m.

1.3. Following retirement of the previous Head Teacher in March 2017, the Schooi
has had 2 interim Head Teachers prior to the current Head Teacher commencing
duties from 4 June 2018.

1.4. The audit was undertaken as part of the agreed Internal Audit Plan for 2018/19
based on a risk assessment. The objectives, approach and scope are contained
in the Audit Terms of Reference at Appendix 1.

2. Key Issues

Signed Governing Body minutes and accompanying papers were not available for
meetings held since 26 September 2017, (Recommendation 1).

There was no evidence that the Governing Body had reviewed and approved the
Schools ‘Financial Policies and Procedures Manual', which includes the School's
scheme of financial delegation, in the last year as required, (Recommendation 3).

The School's self-assessment for 2017/18 against the School Financial Value Standard
was not evidenced as approved by governors as required and a number of the
assertions in this assessment by the School conflict with the findings of this audit report,
(Recommendation 4).

The School does not have a plan in place to eliminate its deficit of £1.24m.
(Recommendation 6).

Two references were not evidenced as being obtained for 3 of the 5 new staff starters,
(Recommendation 9).

5 of the current governors were not included in the School’s Single Central Record and
DBS renewal checks, although in progress, were overdue for 16 staff,
(Recommendation 10).

Virgo Fidelis Convent Senior School 2018/19 Page 2



CROYDON

Purchase orders were not available for 8 of the 14 applicable transactions tested and 3
of the purchase orders available were authorised by someone without the delegated
authority to do so, (Recommendation 12).

Goods received checks were not evidenced for 5 or the 14 applicable transactions
tested and for 5 of the instances where checks were evidenced, these were simple ticks
and did not record who had conducted the check, (Recommendation 13).

8 of the 15 invoices tested were either not evidenced as authorised or were not
evidenced as authorised with someone with delegated authority to do so,
(Recommendation 14).

Sample testing identified off-payroll payments being made to an individual who would
be deemed by HMRC to be an employee, (Recommendation 15).

The Head Teacher did not have any oversight of lettings and copies of the lettings diary,
any letting application forms and accompanying indemnity insurance evidence were not
available at the time of audit, (Recommendation 24.)

Priority 2 Recommendations

The terms of reference of the Pay, Admissions, HT Performance Review and Appeal
Committees were not evidenced as approved by the Governing Body in the last 12
months as required, (Recommendation 2).

Current declarations of business interests were not held for all governors,
(Recommendation 5).

Virements were not being evidenced as authorised in line with the Schools ‘Financial
Palicies and Procedures Manual’' (Recommendation 7).

Not all staff with financial responsibilities or all governors had recently completed a
skills/ competencies matrix to assess their capabilities, (Recommendation 8).

The Schools Pay Policy was not evidenced as reviewed in the last 12 months by
governors, (Recommendation 11).

There was no evidence of a formal benchmarking exercise being conducted in the last
12 months or of this being reported to governors, (Recommendation 16).

A copy of the bank's authorised signature listing was not available, although
correspondence with the bank was provided, (Recommendation 17).

The School is using BACs, which is not permitted by the Croydon Scheme for Financing
Schools and which has inherent security flaws, (Recommendation 18).

The School's newly appointed Data Protection Officer (DPQ) was still processing the
relevant documentation and was not yet in a position to properly explain the Schools
readiness for the Data Protection Act 2018 and the General Data Protection Regulation,
although it was acknowledged that work had been conducted to ready the School for
these, (Recommendation 19).
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The School's Business Continuity Plan was dated 2015 and did not evidence
subsequent review, (Recommendation 20).

There was no register to record the daily issue of laptops and loan agreements were
not in place for longer loans, (Recommendation 21).

The USB memory sticks in use, albeit by a small number of restricted users, were not
encrypted, (Recommendation 22),

The checklist of the various responsibilities and duties under current health and safety
legislation highlighted some gaps, which should be addressed as soon as possible
(Recommendation 23).

Priority 3 recommendations are included under item 4 below.

Acknowledgement

We would like to thank the following members of staff for their time and contribution to
this audit:

e Head Teacher
e School Business Manager
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AUDIT TERMS OF REFERENCE

Virgo Fidelis Convent Senior School — 2018/19

1. INTRODUCTION & BACKGROUND

1.1 This audit is being undertaken as part of the Internal Audit Plan for 2018/19, as
agreed by the Council's Audit Committee.

2. AUDIT OBJECTIVES AND METHODOLOGY

2.1To provide an independent and objective opinion on the degree to which the
Council's internal control environment supports and promotes the achievement
of the Council’'s objectives. The internal control environment comprises the
policies, procedures and operations in place to:

establish, and monitor the achievement of the service's objectives;

identify, assess and manage the risks to achieving the services
objectives;

facilitate policy and decision making;
ensure the economical, effective and efficient use of resources;

ensure compliance with established policies (including behavioural
and ethical expectations), procedures, iaws and regulations;

safeguard the service's assets and interests from losses of all kinds,
including those arising from fraud, irregularity or corruption; and

ensure the integrity and reliability of information, accounts and data,
including internal and external reporting and accountability
processes.

2.2 To confirm that management have controls in place to detect and vigorously,
pursue, fraud, corruption, other irregularities, errors and poor value for money.

2.3 To confirm that appropriate management action has been taken to implement
recommendations for change leading to improvement in perfermance and/ or

control.
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3. SCOPE

3.1 The audit included the following areas (and number of recommendations

mads):

|
Audit Area

Recommendations Made

Priority 2 | Priority .

Medium Low)
Governance and Leadership 3 2 1
Budgetary Control & Monitoring 1 2 0
Payroll 2 1 1
Safeguarding 0 0 0
Procurement 4 1 0
Bank Accounts 0] 2 1
Information Governance 0 4 0
Health and Safety 0 1 0
Income 1 0 0
Totals 1 13 3
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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 constantly
applied.

Substantial Assurance | While there is basically a sound system of control to
achieve the system objectives, there are

O weaknesses in the design or level of non-compliance

of the controls which may put this achievement at

risk.

Limited Assurance There are significant weaknesses in key areas of
system controls and non-compliance that puts
@ achieving the system objectives at risk,

No Assurance Controls are non-existent or extremely weak, leaving
. the system open to the high risk of error, abuse and
reputational damage.

Priorities assigned to recommendations are based on the following criteria:

Priority 2 Control weakness that still represent an exposure to risk and
(Medium) need to be addressed within a reasonable period.

|| Although control are considered to be relatively|

minor and low risk, still provides an opportunity for improvement.
May also apply to areas considered to be of best practice that,
can improve for example the value for money of the review area.
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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 contral 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 responsihilities 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 faw 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.
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Registered in England and Wales No 0C308299.
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