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1. Foreword

1.1 The Electoral Commission is an independent body that was set up under
the Political Parties, Elections and Referendums Act 2000. The Commission is
independent of Government and political parties and is directly accountable to
Parliament through a committee chaired by the Speaker of the House of
Commons.

1.2. The Commission’s 2006—07 resource accounts are prepared in
accordance with an accounts direction, set out on page 57, issued by HM
Treasury under paragraph 17 (2) of Schedule 1 to the Political Parties,
Elections and Referendums Act 2000.

Mission, aim and objectives for 2006—07"

1.3. The Commission’s mission was to foster public confidence and
participation in the democratic process in the UK.

1.4. Our aim was to promote:
e integrity

e involvement and

o effectiveness

in the democratic process.

1.5 Our objectives were:

1. Confidence and participation in the democratic process

2. Fair arrangements for elections delivered to consistently high standards

3 Transparency in the finances of political parties and candidates
effectiveness

4, A modern, efficient and effective Electoral Commission that is well

regarded in the wider community

' The Commission has set out a new aim and objectives for 2007-08 and beyond. Going
forward, our aim is:
Integrity and public confidence in the UK’s democratic process.

Our objectives are:

1. Integrity and transparency of party and election finance

2. Complete and accurate electoral registers supported by a well-run electoral
registration process

3. Well-run elections and referendums which produce results that are accepted

4. Public understanding of the way our democracy works

5. Fair boundary arrangements for elections



1.6 The cost, and associated income, of the Commission’s work in meeting
these aims is shown in the statement of operating costs by aims and
objectives on page 35 of the accounts.

1.7 The Commission’s current Corporate plan 2007-8 to 2011-12 (HC474)
approved by the Speaker's Committee is available at
www.electoralcommission.org.uk

Main activities

1.8 The Commission is responsible for:

o registering political parties

o making sure people understand and follow the rules on party and
election finance

e  publishing details of where parties and candidates get money from and
how they spend it

o setting the standards for running elections and reporting on how well this
is done

o making sure people understand it is important to register to vote, and
know how to vote

o making sure boundary arrangements for local government in England
are fair

Management commentary

Going concern note

1.9 The balance sheet at 31 March 2007 shows negative taxpayers’ equity of
£1,546,000. The future financing of the Commission’s liabilities is to be met by
grants of supply approved annually by Parliament. Approval for amounts
required for 2007—08 has already been given and there is no reason to
believe that future approvals will not be forthcoming. Therefore it is considered
appropriate to adopt a going concern basis for the preparation of these
financial statements.

Investment and funding

1.10 As an independent public body, the Commission is accountable to
Parliament for its expenditure. Parliamentary approval for its spending plans
was sought through a Supply Estimate (HC 1039) presented to the House of
Commons, specifying the estimated expenditure and requesting the
necessary funds to be voted. The Commission drew down voted funds during
the year from the Consolidated Fund as required.

1.11 The Estimate was structured by request for resources (RfR) and included
a formal description or ambit of the services to be financed under the RfR.



1.12 The Commission had one request for resources for 2006—-07: RfR 1. In
these Accounts, the Statement of Parliamentary Supply shows outturn figures
against the Estimate.

1.13 The cash flow statement analyses the net cash flow from operating
activities; identifies cash spent by the Commission on capital expenditure and
investment; records what Consolidated Fund Extra Receipts (CfERs) were
collected and paid over to HM Treasury; and shows the funding that the
Commission drew down from the Consolidated Fund in order to finance its
activities during the year.

Performance for the year

1.14 As set out in the Statement of Parliamentary Supply on page 29,
Parliament approved the Commission’s net resources in 2006—07 to enable
the Commission to carry out its statutory functions.

1.15 During 200607 the Commission’s key achievements included:

° publishing the first comprehensive information on loans to political
parties in the UK, initially on the basis of a voluntary code produced by
the Commission and subsequently enforcing new legislation

o beginning to introduce a new risk-based approach to regulation of
political parties

e checking and publishing details of almost £44.7m of donations to and
over £60.7m of new and outstanding borrowing by, political parties

° providing independent evaluation reports on 15 electoral pilot schemes
and reporting on the administration of the May 2006 local elections in
England

e  contributing to the work of Parliament by giving evidence to Select
Committees and providing briefing on a range of issues, including the
provisions of the Electoral Administration Act 2006

o providing information to enable the Speaker's Committee to respond to
over 93 Parliamentary Questions from Members of Parliament on a wide
range of issues, answering 240 letters from MPs and peers and just over
2,400 letters and emails and almost 3,700 phone calls from members of
the public

e  offering expert comment on the drafts of over 20 new statutory
instruments proposed by the Government, before Parliamentary scrutiny

o providing accessible information to nearly 22 million electors ahead of
the May 2006 local elections in England, including targeted information
for young people and overseas and service voters

e  contributing to the development of election management and regulation
of party finances around the world through contacts with more than 25
countries, hosting a international conference on effective regulation of
political finances and seconding staff to undertake election observation
overseas

° opening a network of offices in the regions of England to help deliver our new
responsibilities under the Electoral Administration Act 2006, including the
development of performance standards for electoral services; and to support



Electoral Registration Officers and Returning Officers in discharging their new
responsibilities under the Act

o undertaking a trial of more intensive support to electoral administrators
during the 2006 English local elections, which involved the secondment
of Commission staff to work with leading Returning Officers in four
regions of England

o bringing together police, prosecutors, political parties and Returning
Officers to help develop and promote various strategies to prevent
electoral malpractice, such as guidance to and training for police forces,
an agreed Code of Conduct with major political parties and enhanced
support and advice to Returning Officers

e completing 15 reviews of electoral arrangements in English local
authority areas, and making 33 orders for parish electoral arrangements

1.16 In achieving its objectives the Commission used £22.3m resources. This
amount was £4.0m (or 15%) less than the sum of £26.2m approved by
Parliament in the Commission’s Supply Estimate for the net resource
requirement. The amount originally approved included provision for new
responsibilities expected to arise under the Electoral Administration Act 2006.
In the event, however, not all of these responsibilities were contained in the
Act as finally passed. The under-spend was mainly due to:

e the Commission not incurring expenditure of £1.275m in 2006-07 on
evaluating pilots of personal identifiers for absent voting as originally
expected

o reduced expenditure on public awareness campaigns of some £0.5m on
account of efficiency savings made by merging two campaigns, for
registration and voting, into one

o savings through migration to online publication and efficient management
of existing stock

e savings made as part of the Commission’s forward planning, by cutting
back spending in 2006-07 in areas of work which it does not plan to
continue in 2007-08.

1.17 The Commission required cash amounting to £21.6m in 2006—07 to
finance its activities which was £4.9m less than the sum of £26.5m approved
by Parliament in the Commission’s Supply Estimate; note 2 of the accounts
provides a reconciliation between resources approved and cash requirement.

Going forward

1.18 The Commission’s Supply Estimate for 2007—08) (HC441) provides for a
net resource requirement of £23.95m. The key factors influencing the
resources required by the Commission during 2007-08 are:

o continuing to maintain and publish information about political parties and
their finances

o ensuring that parties, candidates and others understand and follow the
rules on party and election finance



o setting standards for running elections and reporting on how well this is
done; in particular, introducing a framework of performance standards in
relation to electoral registration

° providing support, advice and training for those involved in delivering
elections

o making sure people understand it is important to register to vote, and
know how to vote

o making sure boundary arrangements for local government in England
are fair

o making grants to eligible parties for policy development

o maintaining a programme of research to support and inform the
Commission’s work

1.19 The Commission’s corporate plan for the next five years sets a central
purpose of setting and guaranteeing standards in key areas of democratic
life in the UK. The Commission sets out to demonstrate and enhance its
effectiveness as the regulator of party and election finance; and to implement
its new role in setting and monitoring performance standards for electoral
registration and electoral administration. It also notes that it is critical that the
Commission establishes the scope of its future remit in relation to boundary
reviews.

The Speaker's Committee

1.20 The Speaker's Committee is established under Section 2(1) of the
Political Parties, Elections and Referendums Act 2000 (the Act) to perform the
functions conferred on it by that Act. Its functions include:

o examining the Commission’s annual financial estimates and laying them
before the House of Commons, with or without modification

o examining the Commission’s five year plan and forward resource
estimates and laying them before the House of Commons, with or
without modification

o receiving the Commission’s accounts

o receiving an annual report from the Comptroller and Auditor General on
the economy, efficiency and effectiveness with which the Commission
has used its resources

o designating the Commission’s Accounting Officer

o reporting to the House of Commons, at least once a year, on how its has
carried out its functions

1.21 The Speaker's Committee met in March 2007 to consider the
Commission’s Supply Estimate for the 2007-08 financial year. The corporate
plan for 2007—-08 to 2011-12 was also considered in March 2007. The plan
was laid before the House of Commons in pursuance of paragraph 15(4) of
Schedule 1 to the Act and published in May 2007. The Committee received
two reports from the Comptroller and Auditor General, prepared under
paragraph 16 of Schedule 1 to the Act, in May 2006 /s the Public Aware of



Democracy and in May 2007 Electoral Registration: the Lynchpin of
Democracy.

1.22 The members of the Committee during the year were:

o Rt Hon Michael Martin MP, Speaker of the House of Commons
(Chairman)

o Rt Hon Alan Beith MP, Chairman of the Constitutional Affairs Select
Committee

o Rt Hon Lord Falconer of Thoroton QC, Secretary of State for

Constitutional Affairs and Lord Chancellor

Mr Phil Woolas MP, Minister for Local Government

Lady Sylvia Hermon MP

Rt Hon Sir Gerald Kaufman MP

Mr Humfrey Malins CBE MP

Mr Gary Streeter MP

Mr Peter Viggers MP

The Secretary of the Speaker's Committee is Dr Christopher Ward.

1.23 The Speaker is ex officio chairman of the Speaker's Committee, and the
chairman of the Constitutional Affairs Committee and the Secretary of State
for Constitutional Affairs are ex officio members. The appointments of the
Minister for Local Government, made by the Prime Minister under Section 2
(3) of the Act; and of the other five members, made by the Speaker under
Section 2 (4), are (subject to the provisions of paragraph 2 of Schedule 2 to
the Act) for the duration of the Parliament.

Pensions

1.24 Under Schedule 1(5) of the Political Parties, Elections and Referendums
Act 2000, the pension arrangements for the Electoral Commissioners may be
provided for by the House of Commons in a resolution. The only provision
made under this section is for the Chair of the Commission.

1.25 Employees of the Commission are eligible for membership of the
Principal Civil Service Pension Schemes. These schemes include a choice
between a defined benefit scheme and stakeholder pension. Liability rests
with the Scheme, and not with the Commission. Benefits are paid from the
Civil Superannuation Supply Estimate to which the Commission makes
contributions to cover accruing pension entitlement for staff employed.
Statements of Account for the Scheme are provided in the Cabinet Office Civil
Superannuation Resource Accounts. Further details are provided in note 6 to
the Accounts.

Audit Committee

1.26 The Accounting Officer has established an Audit Committee to support
him in discharging his formal accountability responsibilities by offering



objective advice and ensuring that the most efficient, effective and economic
risk, control and governance processes are in place, and that the associated
assurance processes are optimal. The Audit Committee also acts on behalf of
the Electoral Commissioners to provide them with assurance on these issues.

1.27 The terms of reference were agreed by the Audit Committee at its
meeting in March 2005. They are based on best practice guidelines from a
variety of sources. The Committee meets at least four times a year but the
Chair of the Committee may convene meetings as necessary, including at the
request of the Accounting Officer, the Head of Internal Audit or the external
auditor. The Committee reviews in particular:

o strategic processes for risk, control and governance and the statement
of internal control

o accounting policies, the accounts and the annual report of the Electoral
Commission, including the process for review of the accounts prior to
submission for audit; levels of error identified; and management's letter
of representation to the National Audit Office

o planned activity and results of the National Audit Office and internal audit

o adequacy of management response to issues identified by audit activity

o assurances relating to the corporate governance requirements for the
Electoral Commission

o proposals for tendering for either external or internal audit services, or
for the purchase of non—audit services from contractors who provide
audit services

1.28 The members of the Committee during the year were:

o Sir Neil McIntosh CBE (Chair), Electoral Commissioner
o Karamijit Singh CBE, Electoral Commissioner
o John Quin, independent member

1.29 The Commission has reappointed Sir Neil MclIntosh, Karamjit Singh and
John Quin as members of the Audit Committee until 31 December 2007.

The Audit Committee met on five occasions during the 2006—07 financial year
and considered a number of specific matters.

Early departure costs

1.30 The Commission meets the additional pension costs of any employees
who retire before they reach normal pensionable age. The total pension
liability up to the normal retiring age in respect of each employee is charged to
the account in the year in which the employee takes early retirement and a
provision for future payments is created.

Accounting Officer

1.31 In accordance with Schedule 1(19) of the Political Parties, Elections and
Referendums Act 2000, the Speaker's Committee has appointed the Chief



Executive as Accounting Officer of the Electoral Commission. His
responsibilities as the Accounting Officer and for the Commission’s system of
internal control are set out separately on pages 24 to 27.

Auditors

1.32 the Comptroller and Auditor General was appointed as the Electoral
Commission’s external auditor under Schedule 1 to the Political Parties,
Elections and Referendums Act 2000 . As disclosed in note 7 to the accounts,
a notional cost of £106,000 was incurred on audit services provided by the
Comptroller and Auditor General (2005—-06: £89,000). This includes both the
cost of the audit of the financial statements of £51,000 (2005—-06: £49,000)
and cost of the annual statutory value for money study of the Commission of
£55,000 (2005-06: £40,000).

1.33 Internal audit services during 2006—07 were provided by Sandwith
Internal Audit Services.

Policy for payment of suppliers

1.34 The Commission recognises the Confederation of British Industry’s
Prompt Payment Code and discloses the following information in accordance
with Regulations S1 1997/571. The Commission’s payment policy is that all
undisputed invoices should be paid on the contractual due date or, where
there is no contractual provision, within 30 days of receipt of a valid invoice.
The calculation of payment performance for the year ended 31 March 2006
has been based on continuous monitoring of payments since the start of the
year. On this basis, approximately 99.6% (2005—-06: 96%) of payments met
the policy criteria. The Commission did not incur any interest under the
provisions of the Late Payment of Commercial Debts (Interest) Act 1998.

Staff relations

1.35 The Commission is committed to communicating directly with all staff and
taking into account their views on all matters affecting their employment. To
enable the Commission and its staff to achieve this objective, a staff forum
had been in place. However, following a staff vote at the end of 2006
negotiations with the Public and Commercial Services Union (PCS) were
opened in order to agree and put in place a recognition agreement with the
union for staff representation. Staff involvement is also actively encouraged as
part of the day—to—day process of line management and information on
current and prospective developments is widely disseminated.

Occupational health and safety report

1.36 The Commission’s health and safety policy is published and is available
to all staff. In addition, procedures and risk assessments are in place covering
the Commission’s core activities.



1.37 Health and safety management responsibilities are borne by the Health
and Safety Committee and line managers within the Commission. The
Committee meets on a quarterly basis and reports to the Management Team.

1.38 The Commission initiates independent health and safety audits at all of
its premises each year. In addition, the internal auditor reviews the
Commission’s compliance with statutory and regulatory requirements in this
area and reports its findings to the Health and Safety Committee for
consideration and action as appropriate.

Environmental policy

1.39 Among the initiatives which the Commission has taken in relation to
environmental matters are:

o forming a ‘green team’ of staff volunteers with a personal interest in
environmental matters

o saving paper by making double— sided printing standard practice

o encouraging energy conservation throughout the Commission’s offices

o purchasing a greater proportion of stationery and consumables made
from recycled materials

o encouraging greater use of video and telephone conferencing to reduce
the need for travel and overnight stays

o publishing details of best practice to encourage staff to be more
environmentally aware of their actions and the results of those actions

o working with the Commission’s building landlords to develop and
participate in environmental initiatives

o developing an environmental policy statement

o investigating the practicalities of implementing a ‘cycle to work’ scheme
encouraging publications to be printed on recycled paper

Equal opportunities and diversity

1.40 The Commission is committed to the principle of equality of opportunity
and values diversity. It opposes all forms of discrimination and is committed to
the principle that no job applicant or employee shall face discrimination. The
Commission has equality schemes covering race, disability and gender. It also
has a separate equality scheme for Northern Ireland.

Disability

1.41 The Commission is committed to ensuring that disability is not a bar to
recruitment or to advancement and has successfully achieved the ‘Two Ticks’
Disability Symbol. The symbol is awarded to employers who have agreed to
meet five commitments regarding the recruitment, employment, retention and
career development of disabled people.

1.42 This award enhances the Commission’s existing working practices so
that no job applicant or employee is discriminated against due to a disability.



The Commission is a member of the Employer’'s Forum on Disability and Staff
received a copy of the Employer's Forum on Disability booklet Welcoming
Disabled Customers as part of the Commission’s work to increase awareness
about working with, communicating with, and providing services to disabled
people.

Post balance sheet events

1.43 There have been no events since the balance sheet date that would
affect the financial statements for the year ended 31 March 2007.

Disclosure of audit information to the auditors

1.44 As far as the Accounting Officer is aware, there is no relevant audit
information of which the Commission’s auditors are unaware. The Accounting
Officer has taken all the steps that he ought to have taken to make himself
aware of any relevant audit information and to establish that the Commission’s
auditors are aware of that information.

Peter Wardle
Chief Executive and Accounting Officer
2 July 2007
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2. Remuneration report

The Commissioners and Deputy Commissioners and their
remuneration

2.1 Commissioners, the first of whom were appointed on 19 January 2001,
are appointed by Royal Warrant to exercise the functions of the Commission
as described in the Political Parties, Elections and Referendums Act 2000.
The chairmanship of the Commission is a full-time appointment, but the other
Commissioners are all part time.

2.2 The following Commissioners served during the year:

Sam Younger (Chairman)

Pamela Gordon (Chair of the Boundary Committee for England)
Glyn Mathias

Sir Neil McIntosh CBE

Karamijit Singh CBE

2.3 Sam Younger’s term of appointment as Chairman of the Electoral
Commission was renewed by the House of Commons on 19 January 2007 for
a period of two years to 31 December 2008. The House of Commons agreed
to reappoint Pamela Gordon with effect from 19 January 2007 to 30 June
2007. The appointment of Sir Neil Mcintosh was renewed for three years on
19 January 2005, while those of Glyn Mathias and Karamijit Singh were
renewed on 19 January 2006 for two and four years respectively.

2.4 The Commission appoints Deputy Commissioners under the powers
contained in Section 15(1) of the Political Parties, Elections and Referendums
Act 2000.

2.5 The following Deputy Commissioners served during the year:

Robin Gray
Joan Jones CBE
Ann M. Kelly
Colin Mellors

2.6 Professor Colin Mellors was reappointed for a period of four years until 31
March 2009; Joan Jones, and Robin Gray were reappointed in March 2007
from 1 April 2007 to 31 December 2008; Ann M. Kelly was reappointed in
March 2007 from 1 April 2007 to 31 March 2008.

2.7 The House of Commons has resolved that fees for the Commissioners

may be increased on 1 April each year by the percentage cost—of-living
increase recommended for High Court Judges.
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2.8 The Commission determined that fees for the Deputy Commissioners,
which are paid by the Commission, will increase by 4.2% with effect from 1
November 2006.

2.9 The fees for Commissioners are paid out of the Consolidated Fund, as
may be specified in a resolution of the House of Commons. They were paid a
daily attendance allowance of £323 for the period 1 April 2006 to 31 October
2006. The fees were increased to £337 with effect from 1 November 2006
(2005-06: £323). The Chairman receives a salary direct from the
Consolidated Fund.

2.10 The fees received by Commissioners are non pensionable while the
pension arrangements for the Chairman are covered by the Superannuation
Act 1972 and are broadly analogous to a member of the Principal Civil Service
Pension Scheme which is unfunded. The Act provides for defined pension
benefits to be met from the Consolidated Fund and no liability rests with the
Commission.

2.11 Deputy Commissioners receive a daily fee which is determined by the
Commission under Schedule 1(6) of the Political Parties, Elections and
Referendums Act 2000. Their remuneration is included in the figures for
‘others’ in note 6 to the accounts. They were paid a daily attendance
allowance of £284 for the period 1 April 2006 to 31 October 2006. The fees
were increased to £296 with effect from 1 November 2006 (2005-06: £284)
per day.

2.12 The fees and salary paid to Commissioners and Deputy Commissioners
are set out in the table below.

2.13 The salary, fees and other benefits paid from the Consolidated Fund to
the Commissioners during 2006 — 07 were as follows:

Name 2006-07 2005-06

Salary or Fees Salary or Fees

£000 £000

Sam Younger 145 - 150 140-145
Chairman

Pamela Gordon 30-35 4045

Glyn Mathias 25-30 25-30

Sir Neil McIintosh CBE 25-30 25-30

Karamijit Singh CBE 20-25 15-20
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2.14 The fees, paid by the Commission to the Deputy Commissioners during
the year were as follows:

Name 2006-07 2005-06
Fees Fees
£000 £000

Robin Gray 5-10 5-10

Joan Jones CBE 10-15 10-15

Ann M. Kelly 5-10 5-10

Professor Colin Mellors 5-10 5-10

Senior Management

2.15 Peter Wardle was appointed as Chief Executive by the Commissioners
on 1 December 2004. The Speaker's Committee also designated him the
Commission’s Accounting Officer. The Chief Executive’s contract of
employment is for an indefinite period up to the normal civil service pension
scheme retirement age. Under the current arrangements he may choose to
retire and draw pension at any age between 60 (pension age) and 65
(retirement age). The termination of his employment will be a matter for the
Commissioners.

2.16 The Executive Team is the Chief Executive’s forum for strategic
decisions and is responsible, for advising Commissioners on aims and
objectives, and for ensuring they are met. The Executive Team, until 31
December 2006, was structured as follows:

. Chief Executive Peter Wardle

o Director of Corporate Services Roger Gough —to 31 December
2006

. Director of Operations Hilary Mundella — to 5 January 2007

o Director of Communications Stephen Rooney — from 21
September 2006

o Director of Communication Angela Salt — to 15 June 2006

o Director of Policy & Strategy Nicole Smith —to 31 October 2006

2.17 In order to meet the needs of structural change which took place in late
2006/early 2007, the Executive Team was restructured to consist of:

e  Chief Executive Peter Wardle
e  Deputy Chief Executive Nicole Smith — from 1 November
2006
o Director of Party & Election Lisa Klein — from 2 April 2007
Finance
o Director of Communications Stephen Rooney — from 21
September 2006
o Director of Electoral Administration Andrew Scallan — from 24 October
and Boundaries 2006

13



o Director of Finance & Corporate ~ Carolyn Hughes —from 21 May 2007
Services

The new structure is set out on the following page.
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2.18 The remuneration of the Commission’s Chief Executive and the
Executive Team is funded through the Commission’s Supply Estimate and
accounted for in the Commission’s resource accounts.

2.19 Unless otherwise stated below, the people covered by this report hold
appointments which are open—ended until they reach Commission retirement
age of 65. Early termination, with qualifying service other than for misconduct,
would normally result in the individual receiving compensation as set out in
the Civil Service Compensation Scheme which may be accessed at
www.civilservice-pensions.gov.uk

2.20 With effect from 23 May 2006 Nicole Smith was employed on a part time
basis working 32 hours per week (she worked 29 hours between 19
September 2005 and 22 May 2006). Angela Salt, who joined the Commission
on a three—year fixed term contract on 18 October 2004, left the Commission
on 15 June 2006.

2.21 Andrew Scallan, who is Head of Statutory Services at Manchester City
Council, joined the Commission, on a part time basis, on 24 October 2006 as
Director, Electoral Administration and Boundaries. He was employed on a 6-
month secondment working 3 days a week. The contract was extended and
his working days increased to 4 days a week from 30 April 2007.

2.22 The remuneration of the Chief Executive and the Executive Team is
agreed by the Remuneration Committee composed of all the Commissioners.
In setting the remuneration the Remuneration Committee have regard to the
following considerations:

o the need to recruit, retain and motivate suitably able and qualified people
to exercise their different responsibilities

o the Commissioners’ policies for improving the Commission, including the
requirement to meet its output targets for the delivery of Commission’s
services

o the funds available to the Commission as set out by the Speaker’'s
Committee

2.23 This Committee takes account of wider economic considerations and the
affordability of their recommendations.

2.24 Appointment to the Executive Team is on merit and follows open
competition.
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Senior managers’ emoluments

2.25 The salary and pension entitlements of the Executive Team of the
Commission were as follows:

Name 2006-07 2005-06

Salary Salary

£000 £000

Peter Wardle 105-110 105-110
Chief Executive

Nicole Smith** 75-80 70-75

Deputy Chief Executive — from 1 (8590 full time  (75-80 full time

November 2007 equivalent) equivalent)

Director of Policy & Strategy — to

31 October 2006

Roger Gough 80-85 75-80
Director of Corporate Services — to

31 December 2006

Hilary Mundella 75-80 10-15
Director of Operations —to 5 (8590 full time  (85-90 full time
January 2007 equivalent) equivalent)
Stephen Rooney 75-80 -
Director of Communications — from  (85-90 full time

21 September 2006 equivalent)

Angela Salt 15-20 80-85
Director of Communication —to 15 (80-85 full time

June 2006 equivalent)

Andrew Scallan’ 20-25 -
Director of Electoral Administration  (75-80 full time

and Boundaries — from 24 October equivalent)

2006

* Part time — 3 days a week.

** With effect from 23 May 2006 Nicole Smith continued to be employed on
a part time basis working 32 hours per week (29 hours: 19 September
2005 to 22 May 2006).

2.26 Salary includes gross salary; performance pay or bonuses; overtime;
reserved rights to London weighting or London allowances; recruitment and
retention allowances and any other allowance to the extent that it is subject to
UK taxation. This report is based on payments made by the Commission and
thus recorded in these accounts. None of the above received benefits in kind.
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Name Accrued Real CETV at CETV at Real Employer
pension at increase in 31.3.07 31.3.06 increase contribution
age 60 as at pension and in CETV to
31 March related lump partnership
2007 and sum at age pension
related lump 60 account
sum

£000 £000 £000 £000 £000 Nearest
£100

Peter Wardle 30-35: 0-2.5 449 413 31 -

Chief Executive 90-95 5.0-7.5

Nicole Smith 15-20: 0-2.5: 180 167 12 -

Deputy Chief 45-50 2.5-5.0

Executive — from

1 January 2007

Director of

Policy &

Strategy — to 31

December 2006

Roger Gough 25-30: 0-2.5: 478 478 - -

Director of 80-85 0-2.5

Corporate

Services — to 31

December 2006

Hilary Mundella 0-5: 0-2.5: 25 4 12 -

Director of N/A N/A

Operations — to

5 January 2007

Stephen Rooney 0-5: 0-2.5 18 4 12 -

Director of N/A N/A

Communications

— from 21

September 2006

Angela Salt 0-5: 0-2.5: 27 25 3 -

Director of N/A N/A

Communication

—to 15 June

2006

Andrew Scallan

Peter Wardle, Nicole Smith and Roger Gough’s pension disclosures reflect
their entitlement for the full period of their respective employment within the
Commission together with service transferred from their previous employer,
rather than reflecting entitlement since joining the Commission.
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Pensions

2.27 Pension benefits are provided through the Civil Service pension
arrangements. From 1 October 2002, employees of the Commission may be
in one of three statutory based ‘final salary’ defined benefit schemes (Classic,
Premium, and Classic Plus). The Schemes are unfunded with the cost of
benefits met by monies voted by Parliament each year. Pensions payable
under Classic, Premium and Classic Plus are increased annually in line with
changes in the Retail Prices Index. New entrants after 1 October 2002 may
choose between membership of Premium or Partnership which is a ‘money
purchase’ stakeholder arrangement with a significant employer contribution
(Partnership pension account). Andrew Scallan’s pension is provided by his
employer, Manchester City Council.

2.28 Employee contributions are set at the rate of 1.5% of pensionable
earnings for Classic and 3.5% for Premium and Classic Plus. Benéefits in
Classic accrue at the rate of 1/80™ of pensionable salary for each year of
service. In addition, a lump sum equivalent to 3/80" of final pensionable pay is
payable on retirement. For Premium, benefits accrue at the rate of 1/60™ of
final pensionable earnings for each year of service. Unlike classic, there is no
automatic lump sum (but members may give up (commute) some of their
pension to provide a lump sum). Classic plus is essentially a variation of
Premium, but with benefits in respect of service before 1 October 2002
calculated broadly in the same way as in Classic.

2.29 The Partnership pension account is a stakeholder pension arrangement.
The employer makes a basic contribution of between 3% and 12.5%
(depending on the age of the member) into a stakeholder pension product
chosen by the employee. The employee does not have to contribute but
where they do make contributions, the employer will match these up to a limit
of 3% of pensionable salary (in addition to the employer’s basic contribution).
Employers also contribute a further 0.8% of pensionable salary to cover the
cost of centrally—provided risk benefit cover (death in service and ill health
retirement).

2.30 The accrued pension quoted is the pension the member is entitled to
receive when he or she reaches 60, or immediately on ceasing to be an active
member of the scheme if that member is over 60.

2.31 Further details about the Civil Service pension arrangements can be
found at the website www.civilservice-pensions.gov.uk

Cash equivalent transfer values

2.32 A Cash Equivalent Transfer Value (CETV) is the actuarially assessed
capitalised value of the pension scheme benefits accrued by a member at a
particular point in time. The benefits valued are the member’s accrued
benefits and any contingent spouse’s pension payable from the scheme. A
CETV is a payment made by a pension scheme or arrangement to secure
pension benefits in another pension scheme or arrangement when the
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member leaves a scheme and chooses to transfer the benefits accrued in
his/her former scheme. The pension figures shown relate to the benefits that
the individual has accrued as a consequence of his/her total membership of
the pension scheme, not just the service in a senior capacity to which
disclosure applies. The CETV figures, and from 2003-04 the other pension
details, include the value of any pension benefit in another scheme or
arrangement which the individual has transferred to the Civil Service pension
arrangements and for which the Cabinet Office’s Civil Superannuation Vote
has received a transfer payment commensurate to the additional pension
liabilities being assumed. They also include any additional pension benefit
accrued to the member as a result of purchasing additional years of pension
service in the scheme at the member’s cost. CETVs are calculated within the
guidelines and framework prescribed by the Institute and Faculty of Actuaries.

Real increase in the Cash Equivalent Transfer Value (CETV)

2.33.This reflects the increase in CETV effectively funded by the employer. It
does not include the increase in accrued pension due to inflation,
contributions paid by the employee (including the value of any benefits
transferred from another pension scheme or arrangement) and uses common
market valuation factors for the start and end of the period.

Peter Wardle
Chief Executive and Accounting Officer
2 July 2007

20



3. Statement of Accounting Officer’s responsibilities

3.1 Under the Political Parties, Elections and Referendums Act 2000, the
Electoral Commission is required to prepare resource accounts for each
financial year, detailing the resources acquired, held, or disposed of during the
year and the use of resources by the Commission during the year.

3.2 The resource accounts are prepared on an accruals basis and must give a
true and fair view of the state of affairs of the Commission, the net resource
outturn, resources applied to objectives, recognised gains and losses, and
cash flows for the financial year.

3.3 In accordance with paragraph 19(1) of Schedule 1 to the Political Parties,
Elections and Referendums Act 2000, the Speaker’'s Committee on the
Commission has designated the Chief Executive as Accounting Officer of the
Commission, with responsibility for preparing the Commission’s accounts and
for transmitting them to the Comptroller and Auditor General.

3.4 In preparing the accounts, the Accounting Officer is required to comply
with the Government Financial Reporting Manual (FReM) prepared by
HM Treasury, and in particular to:

o observe the relevant accounting and disclosure requirements, and apply
suitable accounting policies on a consistent basis

o make judgements and estimates on a reasonable basis

o state whether applicable accounting standards, as set out in the FReM ,
have been followed, and disclose and explain any material departures in
the accounts

o prepare the accounts on a going concern basis

3.5 The responsibilities of an Accounting Officer, including responsibility for
the propriety and regularity of the public finances for which an Accounting
Officer is answerable, for keeping proper records and for safeguarding the
Commission’s assets, are set out in the Accounting Officers’ Memorandum
issued by HM Treasury and published in Government Accounting.
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4. Statement on internal control

Scope of responsibility

4.1 As Accounting Officer, | have responsibility for maintaining a sound
system of internal control which supports the achievement of the
Commission’s policies, aims and objectives, while safeguarding public funds
and assets for which | am personally responsible, in accordance with the
responsibilities assigned to me under Government Accounting.

System of internal control

4.2 The system of internal control is designed to manage risk to a reasonable
level rather than to eliminate all risk of failing to achieve policies, aims and
objectives; it can therefore provide only reasonable and not absolute
assurance of effectiveness. The system of internal control is based on an
ongoing process designed to:

o Update, clarify and review the Commission’s objectives in response to
key issues that arise during the year

o identify and prioritise the risks to achieving the Commission’s policies,
aims and objectives

o evaluate the likelihood of those risks being realised and the impact
should they be realised; and to manage them efficiently, effectively, and
economically

o monitor the achievement of the Commission’s objectives

. report regularly to the Commission’s senior management and to the
Electoral Commissioners as a body

4.3 The system of internal control was in operation in the Commission for the
year ended 31 March 2007 and remains in operation at the time of approval of
the annual report and accounts. | have based this statement on evidence from
the work of internal and external audit; from regular reports on the
Commission’s financial and other performance; and from my regular and
ongoing discussions with members of the Executive Team.

Capacity to handle risk

4.4 The Chief Executive and the Executive Team are responsible for
managing the key risks within the Commission which could affect the
achievement of the Commission’s policies, aims and objectives. During the
first quarter of 200607, they were supported in this by a Risk Co-ordination
Group. During the rest of 2006—07, in part, as a result of a review of risk
management within the Commission and also in part due to the significant
changes in the Commission’s organisation, the Risk Co-ordination Group did
not operate. Instead, the Commission was developing a new approach to risk
which is designed to link risk identification and management more closely,
through the business planning process, to the identification and management
of objectives and supporting activities. Commissioners and the Executive
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Team and the Audit Committee receive periodic reports on risk management
across the Commission.

4.5 In the Commission’s 2006—07 to 2010—11 Corporate Plan we identified
five key areas of corporate risk. The first and second concerned the
measurement of outcomes, including outcomes over a longer term; this risk
has been managed by devoting adequate skill and resource to identifying
reliable data sources and measures which have been reported to the
Commission as evidence of the impact the Commission makes in its key
areas of activity. The third area was the risk of inadequate resources to deal
with unanticipated demands; the Commission has managed this risk
successfully during 2006—-07, and indeed has managed to reduce expenditure
in some areas, as these accounts show. The fourth and fifth areas of
corporate risk concerned the need to maintain strong corporate governance,
and to act on a sound legal basis; | am confident that we have successfully
managed these risks during the year.

4.6 Other key risks that the Commission has faced during the year have been
reputational, and these have been managed by ensuring that high-profile
issues have been successfully debated and carefully considered by both
Commissioners and senior staff at every stage.

4.7 Finally, in the area of key projects, risks have been managed using formal
project management methodology, with risk registers and regular reviews by
project boards.

The risk and control framework

4.8 Information on risk and the management of risk is available to all staff via
the Commission’s intranet. The site includes the risk strategy, the risk register,
guidance notes on the risk management structure and on preparing and
managing a risk register, and a link to HM Treasury’s guidance on risk. The
risk and control framework, along with the associated guidance, is in the
process of being revised to reflect the new developments outlined above.

4.9 Project risks are managed by project teams and reviewed as part of the
project management structure.

4.10 Where significant gaps in control or assurance were identified, the
designated manager developed an action plan to address them. In particular,
the Audit Committee monitors the implementation of agreed recommendations
from all internal and external audit reports.

Review of effectiveness

4.11 As Accounting Officer, | am responsible for reviewing the effectiveness of
the system of internal control. My review of the effectiveness of the system of
internal control is informed by the work of the internal and external auditors
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and the senior managers within the Commission who have responsibility for
the development and maintenance of the internal control framework.

4.12 The effectiveness of the system of internal control was maintained and
reviewed through the following:

Commissioners met regularly to consider the strategic direction of the
Commission.

The Commission’s objectives and targets were reviewed and revised
(the revised objectives and targets were included in the corporate plan
2006-07 to 2010-11), with the aim of defining the Commission’s
priorities clearly.

The Executive Team and Management Team met monthly to consider
both strategic and operational issues.

| reviewed financial and operational performance against plans with
individual senior managers on a monthly basis.

The Audit Committee met five times during the year with the internal and
external auditors in attendance. The Committee reviewed the approach
to risk management and the statement on internal control for 2005-06. It
approved a programme of audit and reviews for the year ended 31
March 2007 and monitored its achievement.

The head of internal audit provided me with an annual opinion on the
overall arrangements for gaining assurance through the work of internal
audit. That opinion was ‘significant assurance can be given that there is
a generally sound system of internal control, designed to meet the
Commission’s objectives, and that controls are generally being applied
consistently’.

Internal audit reports adhere to the standards defined in the Institute of
Internal Auditors’ Professional Practices Framework and Government
Internal Audit Standards, and offered an independent opinion on the
adequacy and effectiveness of the Commission’s system of internal
control. Final reports, which include recommendations for action to
strengthen any control weaknesses, were addressed to the appropriate
directors and the Audit Committee. Copies of the full and follow up
internal audit reports are provided to the external auditors for
information. Not all planned internal audit reviews were completed during
the year, but | was able to satisfy myself in those areas not reviewed that
controls were in place through other means, especially through
discussions with and assurances from line managers. During the course
of the year, two internal audit reports out of thirteen reports submitted
offered “limited”, rather than “substantial” assurance; but | was satisfied
that the control weaknesses identified in these two reports were not
sufficient to introduce significant risks to the Commission’s activities, and
| have ensured that the recommendations made in these reports are
being followed up as quickly as possible.

The National Audit Office has also provided reports to management that
inform my review of the system of internal control. These reports are
also reviewed by the Audit Committee.

The extent to which recommendations from internal and external audit
reports are accepted and implemented is monitored.
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o The Finance Committee, chaired by the Head of Finance, met on a
number of occasions to ensure financial propriety and sound financial
management within the Commission.

4.13 Financial assistance, in the form of grants, is paid to political parties to
provide them with a policy development function is paid in accordance with
Section 12 of the Political Parties, Elections and Referendums Act 2000. In
administering the scheme, the Commission requires each recipient party to
certify, through its authorised party officers, that expenditure has been
incurred for the purposes of policy development. In addition, my staff also
carry out audits of the claims to ensure that grant monies have been spent for
the purposes intended. Finally, each party is required to confirm through an
external auditor’s certificate that expenditure has been spent in accordance
with the requirements of the grant. The Commission reserves the right to
recover the grant, in whole or in part, to the extent that it is not used for
eligible expenditure. Where external audit certificates have not yet been
received, all other assurances have been given and checks completed, and |
can confirm that the scheme has been administered in accordance with the
requirements of the law.

4.14 The Commission continues to strengthen its controls, for example by:

o monitoring performance against detailed operational plans
o linking corporate objectives, operational targets, risks and mitigating
o maintaining a formal performance appraisal scheme

Significant internal control problems

2006-07 has been a time of significant change in a number of areas within
the Commission, with a new organisation structure and re-allocation of roles
and responsibilities for Commission employees. There have been a number of
staff changes at all levels within the Commission and for some time the
commission functioned with a reduced Executive Team. Although some gaps
in controls and assurances were identified and addressed during the year,
these did not represent significant risks in terms of internal control.

Peter Wardle
Chief Executive and Accounting Officer
2 July 2007
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The Certificate and report of the Comptroller and
Auditor General to the Houses of Parliament

| certify that | have audited the financial statements of the Electoral
Commission for the year ended 31 March 2007 under the Political Parties,
Elections and Referendums Act 2000. These comprise the statement of
Parliamentary supply, the operating cost statement and statement of
recognised gains and losses, the balance sheet, the cash flow statement and
the statement of operating costs by Commission aim and objectives and the
related notes. These financial statements have been prepared under the
accounting policies set out within them. | have also audited the information in
the remuneration report that is described in that report as having been
audited.

Respective responsibilities of the Commission, Accounting
Officer and auditor

The Commission and the Accounting Officer are responsible for preparing the
Foreword and the financial statements in accordance with the Political Parties,
Elections and Referendums Act 2000 and HM Treasury directions made there
under and for ensuring the regularity of financial transactions. These
responsibilities are set out in the statement of Accounting Officer’s
responsibilities.

My responsibility is to audit the financial statements and the part of the
remuneration report to be audited in accordance with relevant legal and
regulatory requirements, and with International Standards on Auditing (UK
and Ireland).

| report to you my opinion as to whether the financial statements give a true
and fair view and whether the financial statements and the part of the
remuneration report to be audited have been properly prepared in accordance
with HM Treasury directions issued under Schedule 1(17) of the Political
Parties, Elections and Referendums Act 2000. | report to you whether, in my
opinion, certain information given in the foreword is consistent with the
financial statements. | also report whether in all material respects the
expenditure and income have been applied to the purposes intended by
Parliament and the financial transactions conform to the authorities which
govern them.

In addition, | report to you if, the Commission has not kept proper accounting
records, if | have not received all the information and explanations | require for
my audit, or if information specified by HM Treasury regarding remuneration
and other transactions is not disclosed.

| review whether the statement on internal control reflects the Commission’s
compliance with HM Treasury’s guidance on the statement on internal control,
and | report if it does not. | am not required to consider whether this statement
covers all risks and controls, or to form an opinion on the effectiveness of the
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Commission’s corporate governance procedures or its risk and control
procedures.

| read the other information contained in the Foreword and consider whether it
is consistent with the audited financial statements. | consider the implications
for my certificate if | become aware of any apparent misstatements or material
inconsistencies with the financial statements. My responsibilities do not
extend to any other information.

As set out in the statement on internal control, financial assistance to political
parties is paid in accordance with Section 12 of the Political Parties, Elections
and Referendums Act 2000. The Commission requires each recipient party to
certify, through an external auditor, that expenditure has been incurred for the
purposes of policy development. My audit of these amounts considers
whether payments to recipient parties are properly calculated, whether the
Commission has properly accounted for these amounts and received
certificates from external auditors. Where certificates have not yet been
received | also consider the work done by Commission staff to determine
whether expenditure is in accordance with requirements of the grant.

Basis of audit opinions

| conducted my audit in accordance with International Standards on Auditing
(UK and Ireland) issued by the Auditing Practices Board. My audit includes
examination, on a test basis, of evidence relevant to the amounts, disclosures
and regularity of financial transactions included in the financial statements and
the part of the remuneration report to be audited. It also includes an
assessment of the significant estimates and judgments made by the
Commission and the Accounting Officer in the preparation of the financial
statements, and of whether the accounting policies are most appropriate to
the Commission's circumstances, consistently applied and adequately
disclosed.

| planned and performed my audit so as to obtain all the information and
explanations which | considered necessary in order to provide me with
sufficient evidence to give reasonable assurance that the financial statements
and the part of the remuneration report to be audited are free from material
misstatement, whether caused by fraud or error, and that in all material
respects the expenditure and income have been applied to the purposes
intended by Parliament and the financial transactions conform to the
authorities which govern them. In forming my opinion | also evaluated the
overall adequacy of the presentation of information in the financial statements
and the part of the remuneration report to be audited.
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Opinions
Audit opinion

In my opinion:

the financial statements give a true and fair view, in accordance with the
Political Parties, Elections and Referendums Act 2000 and directions
made thereunder by HM Treasury, of the state of the Commission’s
affairs as at 31 March 2007 and the net cash requirement, net resource
outturn, net operating cost, operating cost applied to objectives,
recognised gains and losses and cashflows for the year then ended

the financial statements and the part of the remuneration report to be
audited have been properly prepared in accordance with HM Treasury
directions issued under Schedule 1(17) of the Political Parties, Elections
and Referendums Act 2000; and

information given within the foreword is consistent with the financial
statements.

Audit opinion on regularity

In my opinion, in all material respects, the expenditure and income have been
applied to the purposes intended by Parliament and the financial transactions
conform to the authorities which govern them.

Report

| have no observations to make on these financial statements.

John Bourn National Audit Office
Comptroller and Auditor General 157-197 Buckingham Palace Road
12 July 2007 Victoria

London

SW1W 9SP
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Statement of Parliamentary Supply
Summary of resource outturn 2006—-07

2006-07|2005-06
£000 £000
Estimate Outturn| Net total outturn| Outturn
A A compared with
Request for Gross in Net Gross in Net estimate: Net
resources expenditure A~ total| expenditure A total|savings/(excess) total
Request for 26,225 45 26,180 22,361 45 22,316 3,961 21,933
Resources 1*
Total
Resources 26,225 45 26,180, 22,361 45 22,316 3,961 21,933
Non- - - - - - - -
operating
cost Ain A

" Amounts required for the year ending 31 March 2007 for expenditure by the
Electoral Commission on planning for and carrying out the functions and
duties imposed on it by, or by virtue of, the Political Parties, Elections and
Referendums Act 2000 and other relevant enactments, including any Act
resulting from the Electoral Administration Bill: these functions and duties
include the registration of political parties, recognised third parties and
permitted participants; regulation and reporting of the income and expenditure
of political parties, candidates, third parties and permitted participants;
making grants to eligible parties for policy development; reviewing and
advising on the administration and law of elections and encouraging best
practice; providing guidance, and reporting, on the conduct of elections and
referendums; conducting certain referendums; promoting participation in and
increased understanding of the democratic process; undertaking boundary,
structural and other reviews of local authority areas in England; and
associated administration and non-cash items.

" Appropriations in aid

The notes on pages 36 to 56 form part of these accounts
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Net cash requirement 2006—-07

200607
£000
Note Estimate Outturn Net total outturn
compared with
estimate:
saving/(excess)
Net cash
requirement 2 26,565 21,637 4,928

Summary of income payable to the Consolidated Fund

In addition to Appropriations in Aid the following income relates to the
Commission and is payable to the Consolidated Fund

2005-06
£000
Outturn

21,516

2006-07 Forecast Outturn 2006-07

£000

£000

Note Income Receipts Income Receipts

Operating income and receipts—

excess Ain A — — 1 1
Other amounts collectable on

behalf of the Consolidated Fund 1 1 1 1
Total 3 1 1 2 2

Explanation of the variation between Estimate and Outturn

(net total resources)

. the Commission not incurring expenditure of £1.275m on evaluating pilots of

personal identifiers for absent voting as originally expected

o reduced expenditure on public awareness campaigns of some £0.5m on

account of efficiency savings made by merging two campaigns, for
registration and voting, into one

o savings through migration to online publication and efficient
management of existing stock

o savings made as part of the Commission’s forward planning, by cutting

back spending in 2006—07 in areas of work which it does not plan to

continue in 2007-08

Explanation of the variation between Estimate net cash

requirement and outturn (net cash requirement)

The explanation provided for the variation between Estimate and net resource

outturn is equally applicable to the variation between estimate net cash

requirement and outturn. In addition, certain suppliers were slow in rendering

their invoices for payment thereby resulting in an increase in creditors as

The notes on pages 36 to 56 form part of these accounts
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compared with the previous year as shown in the balance sheet as significant
expenditure was incurred towards the end of the financial year as a result of
May elections.

The notes on pages 36 to 56 form part of these accounts
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Operating cost statement

For the year ended 31 March 2006-07 2005-06
2007

Note £000 £000
Administration costs
Staff costs 6 6,556 6,227
Other administration costs 7 13,216 13,351
Gross administration costs 19,772 19,578
Operating income 9 (45) (17)
Net administration costs 19,727 19,561
Programme costs
Other expenditure 8 2,589 2,355
Net programme costs 2,589 2,355
Net operating cost 22,316 21,916
Net resource outturn 22,316 21,916

All income and expenditure is derived from continuing operations.

Statement of recognised gains and losses for the year

ended 31 Marc