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The matters raised in this report are only those which have come to our attention arising from or relevant to our audit that we believe need to be brought to your attention.  They are not a 
comprehensive record of all the matters arising and, in particular, we cannot be held responsible for reporting all risks in your business or all internal control weaknesses.  This report has been prepared 
solely for your use and should not be quoted in whole or in part without our prior written consent.  No responsibility to any third party is accepted as the report has not been prepared for, and is not 
intended for, any other purpose. 
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1. Status and approach 

1.1 Purpose and basis of this report  

This report has been prepared for the Board of Trustees of Bradford College Education Trust (BCET) for discussion at its meeting on 29 November 2016 and 
summarises the principal matters that have arisen from our audit of the annual accounts for the year ended 31 August 2016. 

1.2 Status of the audit 

The audit is substantially complete, and we anticipate issuing an unqualified audit opinion subject to the completion of work on the following outstanding 
areas: 

 Post balance sheet review procedures 

 Receipt and agreement of audit bank letters 

 Receipt and review of statement of assurance from Bradford College 

 Update on outstanding year end trade debtors 

 

1.3 Audit approach    

Our audit field work is carried out at Samuel Lister Academy and Appleton Academy.  

Our audit work was carried out in accordance with our audit plan and in response to the perceived audit risks, and no reasons or issues were identified which 
required us to change our approach and no additional risks were identified. 

1.4 Materiality 

The concept of materiality is fundamental to the preparation of the financial statements and to the audit process.  We have set our final materiality level at 
£126,200 and performance materiality level at £101,000, based on the result for the period and the level of assets reflected in the financial statements. (See 
Audit Strategy Report for description of planning and performance materiality.) 
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2. Future plans, going concern and post balance sheet events 

As part of their approval of the financial statements the Trustees are required to consider whether the going concern basis of preparation remains 
appropriate. Factors which should be taken into consideration include the following: 

 Current financial performance and position of BCET 

 Financial forecasts and expected cash position going forward 

 Reserves levels planned in the forecast period (restricted v unrestricted)  

 The funding pressures in your sector and Trust, including flat funding against rising staff costs and concerns over pupil numbers at Samuel Lister. 

 

Financial forecasts (*non-capital and before LGPS movements) prepared by management are summarised below: 

 AA    

£’000 

SLA     

£’000 

BCET    

£’000 

TOTAL    

£’000 

 Reserves c/f* 

£000 

Cash £000 

(estimated) 

2016/17 budget (pre-depreciation)* (228) (210) (22) (460)  698 1,237 

2017/18 estimation (pre-depreciation)* (4) (303) 19 (288)  410 949 

In the year ended 31 August 2016, the pre-depreciation and pre-actuarial deficit is (£491k) (2015: £213k), which is £40k less than budgeted. The balance on 
unrestricted reserves at the year end is £891k (2015: £920k) and the trust held cash of £1.7m (2015: £2.1m) which is deemed to be adequate  to support the 
immediate going concern position adopted.  

Samuel Lister 

We are aware that Samuel Lister is in a difficult financial position due to falling pupil numbers. It has also been put into special measures in the year, which 
could further reduce future intake and affect the academy’s position within the trust. The budgeted reserves of position of SLA is expected to cover the 
expected 16/17 and 17/18 deficit forecasts and therefore suggests that the going concern basis is appropriate from a financial perspective.  However, an 
update following the Ofsted inspection will be required in order to assess the operational position of the School within the Trust. 

Plans will also be required beyond 2018/19 to ensure that the long term reserves position can be protected. 
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Appleton 

Pupil numbers at Appleton Academy are currently growing and on this basis the anticipated deficit is expected to reduce going forward. There are currently 
high levels of staffing in anticipation of the increase in pupil numbers which has caused an increased forecast deficit for 16/17, but as the number of students 
per member of staff increases the academy can look towards making only an improved deficit in 17/18 and return to a surplus in 18/19.  

Based on a review of the forecast income and expenditure and cash flows we are satisfied that the Trust is a going concern at least one year from the date the 
financial statements are approved from a financial perspective, however we will require an update on any operational implications from SLA being placed into 
special measures prior to finalisation of the financial statements.  
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3. Regularity matters 

Issue BCET position Impact on year end audit/financial statements 

Connected party 
transactions 

Transactions with connected parties have occurred as follows: 

Payments to Bradford College (sponsor) for various goods and 
services of £28,589 

Payments to Inprint and Design Limited (a subsidiary of the 
sponsor) of £11,513 

Payments to Beacon Recruitment (a subsidiary of the sponsor) 
of £5,479. 

Payments to DAC Beachcroft (common Director/Partner) for 
legal services of £9,442 

BCET have requested confirmation that the transactions with the 
sponsor and organisations connected to the sponsor are at cost. Still o/s.  

The contract with DAC Beachcroft was entered into in July 2013 and 
therefore does not fall under the ‘at cost’ requirement which came into 
effect on 7 November 2013. In addition, this contract was not procured 
directly by BCET and relates to the full cluster of schools within its PFI 
arrangement. The costs all relate to the new building at Samuel Lister. 

There were no transactions with City Training Services or Apprentice 
Training Agency Bradford District in the current year. There was a 
payment of £56 to City Training Services which was the outstanding 
balance disclosed in the prior year accounts.   

Fraud and theft There have been no instances of fraud in the year, however five 
instances of theft have occurred; one at the Studio School and 
four at Samuel Lister Academy. 

The Trust was able to claim insurance in all cases, so there was 
no loss of funds for the Trust aside from the excess on the 
insurance policy of £250 per incident.  

The EFA has been appropriately notified regarding these thefts, 
therefore our regularity audit opinion will be unmodified in this regard. 

Procurement of 
dining room floor 

It is a requirement of the Academies Financial Handbook for 
three quotes to be obtained for procurement in excess of 
£10,000. We identified one instance for the purchase of new 
flooring at Appleton Academy where only two quotes had been 
received.  

As the academy made attempts to obtain three quotes, but were 
unsuccessful due to the specialist nature of the purchase, the matter is 
not deemed to be a breach of regularity and has not been highlighted in 
our regularity reporting.   

 



Bradford College Education Trust 
Audit closing report to the trustees 
 

 

 
Page 7 of 19 

 

4. Other audit matters 

4.1 Closure of Bradford Studio School (BSS) 

As of 31 July 2016, BSS has now closed. Confirmation was obtained in the prior year from the EFA that there will be no further recourse/clawback of grants 
provided to set up and fund the Studio School. 

The majority of the assets held at the Studio School site were fully impaired in the financial statements for the year ended 31 August 2015, apart from £16k of 
computer equipment. Both the impaired assets and the assets held on the balance sheet at the date of closure have now been disposed of fully in the financial 
statements. It should be noted that any usable assets held by BSS when it closed were transferred to Samuel Lister. The original cost and depreciation to 31 
July 2016 has been removed from the accounts but the assets are still in use by the Trust. Due to the transferred assets being difficult to split out from the 
scrapped assets, all of the assets have been disposed of. As the majority of the assets were fully written down when the school closed this will not have a 
material effect on the face of the balance sheet. 

In the prior year an accrual for operating costs of £5k was included in the financial statements in anticipation of an invoice being received. All final invoices 
have been requested from suppliers and these costs have not been charged. As such, there is a negative balance in the accounts for these costs. It was noted 
that, if necessary, these costs will be paid through BCET if the invoice is received in the future. The total amount of these costs, plus additional costs relating to 
15/16 which have also not been charged, is £17k, which is not material to the accounts.  

In accordance with the Accounts Direction 2015/16 and FRS102 the activities of BSS are not deemed to represent a separate business activity and as such have 
not been disclosed separately as a discontinued operation in the Statement of Financial Activity.  
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4.2 New building at Samuel Lister Academy (SLA) 

We note that works for the new school at SLA have commenced under an Early Works Agreement and it is expected that the new build will be completed and 
ready for use in February 2017. On completion the current school building will be demolished.  

The carrying value of the current building occupied by SLA has been assessed as having a remaining useful economic life of 5 months following the year end.  

We understand that the new building at SLA is funded under the Priority Schools Build Programme, a type of PFI arrangement. As such it will be necessary to 
consider where the risks and rewards of ownership lie to fully determine the appropriate accounting treatment (i.e. wither the asset will be capitalised).   

The following income and expenditure have been included in the net income for the year: 

                 £ 
EFA grant towards legal fees in relation to the new building    5,950 
Legal fees incurred      (7,942) 
Cost of laundry room in the new building    (2,572) 
Total        (4,564) 
 
The cost of the laundry room appears to be capital expenditure, and has therefore been included as a misstatement in section 5. The treatment of the legal 
expenses would be dependent on the treatment of the building, which has not yet been determined. It would therefore appear appropriate to recognise these 
as they are incurred as the amounts are not material. 

  



Bradford College Education Trust 
Audit closing report to the trustees 
 

 

 
Page 9 of 19 

 

4.3 Funds 

We have reviewed the allocation of income and expenses between funds and have included some comments and recommendations below: 

Issue BCET position Conclusion 

Salary recharges Salaries are recharged for catering staff where the catering is outsourced. The 
salaries are recharged at cost and therefore no profit is made from these 
transactions. Currently the recharge and the corresponding cost are included 
within restricted funds, although the recharge of these costs does not constitute a 
restricted income stream. 

As the income and the costs net off to £nil, there 
is no balance held within the funds at the year 
end. We therefore do not believe the funds are 
materially misstated in the financial statements. 

Trip income and 
expenditure 

Trip income is included in unrestricted income. If income for trips is given as a fee 
for that trip, then it would be appropriate to recognise this as unrestricted income. 
If the income is given as a donation towards that trip then the income should be 
restricted. 

The expenditure for trip income is currently included as restricted expenditure, 
which does not match the treatment of the income. 

It should be considered if the current treatment of 
the revenue is in line with the way it is generated. 

Appropriate expenditure should be allocated to 
the same fund as the income. 
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5. Uncorrected misstatements 

In accordance with the requirements of ISAs, we comminute to you all uncorrected misstatements identified during out audit work, other than those which we 
believe are clearly trivial, that should be corrected in the financial statements.  

The following items have not been adjusted in the financial statements.  

 Misstatements Balance sheet 
Asset/(liability) 

£ 

P & L Account 
Profit/(loss) 

£ 

Corrected/ 
uncorrected 

 SLA –TeachFirst costs relating to September not included in prepayments 21,520 21,520 Uncorrected 

 SLA – August electricity invoice not included in accruals (4,437) (4,437) Uncorrected 

 SLA – grant relating to legal expenses for new building included as other DFE/EfA 
income rather than capital income 

 5,590 
(5,590) 

Uncorrected 

 SLA – cost of building a laundry room in the new building has been expensed 
rather than capitalised 

2,572 2,572 Uncorrected 

 AA – accrual included for planners for use in the 16/17 school year 5,058 5,058 Uncorrected 

 AA – capitalisation of laptops which should have been funded through the 16-19 
bursary 
Jacqueline to expand on this error 

(4,486) 
5,786 

1,300 Uncorrected 

 Intercompany debtor (BCET) and creditor (SLA) not eliminated in the accounts 1,279 
(1,279) 

 Uncorrected 

 Net unadjusted errors 26,013 26,013  

 

The above misstatements will, individually or in aggregate, not affect our audit opinion if they remain uncorrected.   
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6. Accounting and internal control systems 

In accordance with the terms of our engagement, we have not provided a comprehensive statement of all issues which may exist in the accounting and 
internal control systems or of all improvements which may be made.  

The purpose of the audit is for us to express an opinion on the financial statements. The audit included consideration of internal control relevant to the 
preparation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of internal control. The matters being reported below are limited to these deficiencies that we have identified during the audit 
and that we have concluded as of sufficient importance to merit being reported to you. 

Deficiencies in control which we consider to be significant are separately highlighted.  

Key Risk conclusion 

 

Low risk area/minor issue/prior year issue now resolved 

 

Medium risk 

 

High risk/significant issue 
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6.1 Update on prior year management letter points 

Issue Recommendation Update in 2016 

 Risk register 

We have reviewed the risk register in place and note 
that this is a lengthy document which includes 
specific risks at each of the schools.  This was 
discussed with management who indicated that the 
risk register would be updated to ensure it was 
appropriate and relevant at a Trust level, and 
reflected the overall strategic direction of the Trust. 

 

We recommend that once the latest 
development plan is approved by the Board the 
risk register is updated to reflect this. 

 

The same risk register is still in place, however plans 
to update this have been actioned. We understand 
that a review of the risk register has been performed 
by the internal auditors, and that their 
recommendations will be put into practice when the 
register is updated over the coming year. Point 
carried forward to next year. 

 Supplier standing data and purchase ledger 
payments 

We understand that an improved system and form is 
in place in respect of changes in standing data and 
dual authorisation is required for BACs payments. 

However, we note that changes in supplier standing 
data (including bank details) are not checked by a 
second employee (for example by way of an 
exception report review when details change) which 
increases the risk of payments being made to 
fraudulent accounts. 

 

We recommend that a process is introduced and 
formalised where no changes in standing data or 
new supplier set ups can be processed without a 
second authorisation or review and that this 
process is embedded within the system.  This 
could include sample checks or a review of 
changes to details on the payment run. 

 

It is still the case that changes in supplier details are 
not checked or reviewed by a second person and no 
authorisation process is in place to set up new 
suppliers. This is currently being looked at with the 
software provider. Point carried forward to next year.  
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Issue Recommendation Update in 2016 

 Supplier statements - Appleton Academy 

During our testing of supplier statements at 
Appleton Academy it was noted that these are not 
routinely reconciled to the purchase ledger and as 
such two minor differences were noted.   

 

Whilst the differences noted at audit were not 
significant we recommend that all supplier 
statements are reconciled to the purchase ledger 
to ensure the expenditure and liabilities are 
correctly stated. 

 

Copies of supplier statements were received and 
evidence of reconciliation was seen. There were no 
issues noted through our testing that the supplier 
accounts did not reconcile to the statements. Issue 
cleared. 

Fixed assets – Appleton Academy 

The fixed asset register did not agree to the accounts 
as certain assets were included within the 
accounting system but not the fixed asset register, 
and as such the cumulative depreciation charge had 
been understated by £44k (£22k per annum).   

 

We recommend that the fixed asset register is 
updated and reconciled to the accounts on a 
regular basis. 

 

We understand that a correction was posted in the 
current year to correct the under depreciation, 
however it is difficult to reconcile the depreciation 
carried forward to the register as the register 
excludes gifted assets and the depreciation brought 
forward is not included. We have therefore noted a 
further issue in Section 6.2 in relation to this.   

Declarations of interest 

During our audit work it was noted that there were a 
couple of instances where declarations of interest 
were not received or were not complete to include 
all directorships. 

 

We recommend that procedures are put in place 
to monitor and verify that the declarations 
receive are complete. 

 

Declarations of interest were received for all of the 
current directors (one declaration is currently 
outstanding). However, as in the prior year we noted 
that some of these did not seem to be complete, i.e. 
there were directorships showing on our searches 
which were not included on the declarations. Point 
carried forward to next year. 
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Issue Recommendation Update in 2016 

Catering income/reconciliation – Appleton 
Academy  

The catering account at Appleton Academy had not 
been reconciled at each year end and throughout 
the year and as such there had been a misposting 
between the VAT account and the sales account, and 
there were historic balances within this account of 
£2,685 which could not be fully identified. 

 

Whilst the amounts in question were not material 
to the financial statements we recommend that 
the catering account is reconciled on a regular 
basis alongside other key control accounts. 

 

The catering account was reconciled to the Parent 
Pay system and the catering system at the year end 
and only trivial differences remained. Issue cleared.  

Procurement policies and evaluation of quotes 

We understand that consultancy fees of around 
£27,400 were expended in the year, and the Trust’s 
policy was not adhered to in full during the 
procurement of these services.   Please refer to 
section 4 above for our regularity conclusions in this 
regard. 

We also note that in two cases three quotes had not 
been obtained where the expenditure was greater 
than £2.5k which is the Trust’s internal limit for 
application of the policy. 

 

We recommend that the Trust obtains three 
quotes in accordance with their procurement 
policies.  We also recommend that the 
documentation for evaluation of quotes and any 
potential reasons why three cannot be obtained 
is improved so that procurement and value for 
money decisions are more clearly demonstrable. 

 

As noted in Section 3 there was one instance where 
only two quotes were obtained, however this was 
due to a third supplier not being available for the 
specialist product and is therefore not a breach of the 
regularity requirements. No other issues were found. 
The internal limit for application of the policy has 
been raised to £10,000 which is in line with the EFA 
requirement. 
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6.2 Issues identified in the current year 

Issue Recommendation Management response 

Fixed assets – Appleton Academy 

The Appleton Academy fixed asset register does not split out the 
assets into different categories and does not include gifted 
assets. Whilst a reconciliation was performed for the cost, it was 
difficult to agree the carried forward depreciation or the charge 
for the year to the accounts.  

 

We recommend that a reconciliation of the 
depreciation per the asset report to the 
accounts is performed to ensure that the 
charge in the accounts is correct. 

 

This will be done. 

Scheme of delegation 

The scheme of delegation was last updated 1 September 2015. 
We noted that during the year the limit over which 3 quotes are 
required was increased from £2,500 to £10,000, however this has 
not been relfected in the scheme of delegation. 

 

We understand the scheme of delegation will 
be updated once the governance review has 
been concluded, however we recommend 
that it is updated for any changes as they are 
made and formally approved by the board. 

 

A draft Scheme of Delegation has been 
prepared for 2016/17 academic year but as 
we are in the process of a full Governance 
Review this has not yet been finalised and 
approved by the Board. This will be done in 
due course once the new Governance 
structure is agreed. 
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Issue Recommendation Management response 

Review of bank reconciliations 

We noted that the BSS and BCET bank reconciliations are not 
reviewed on a regular basis. There is no system in place to review 
the reconciliations, and these had only had a second review in 
one month during the year ended 31 August 2016. Also, included 
on the bank reconciliation were reconciling items totalling 
£499.50 which relate to 2012.  

 

We recommend that all control account 
reconciliations are reviewed on a regular 
basis. Whilst the old amounts on the BCET 
reconciliation are trivial, we recommend that 
the bank recs are examined regularly to 
ensure older items are written off.  

 

This will be done.  

 

 

Cut off errors 

During our audit we noted three instances where an expense had 
been included in the wrong period. These have been noted on 
the uncorrected misstatements above. Where necessary our 
testing has been extended and no further issures were noted. 

 

We recommend that all invoices around the 
year end are reviewed to ensure that they 
have been included in the correct period, and 
that accruals are reviewed to ensure all 
expected costs are included.  

 

Staff at the academies will be reminded of 
the importance of this at our next team 
meeting. 
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Issue Recommendation Management response 

Employment contracts  

At both academies we found that signed employment contracts 
were not in place for all members of staff. At Samuel Lister this 
seemed to be because many members of staff had started when 
the school was run by the local authority and the contracts were 
never obtained by the academy. Similarly, at Appleton it seems 
to be the case that many contracts had not been recevied since 
the primary and high school converted. For all members of staff 
who have started since the academy started operating a signed 
employment contract could be located.  

 

We recommend that contracts are issued to 
all staff where the Trust does not already have 
a signed copy. 

 

The HR task group has already identified 
this and have been working across the 
academies to identify staff without a signed 
contract on their files and to rectify this as 
soon as possible. 

Segregation of duties and lack of second approval 
requirement 

We noted that at Samuel Lister members of the finance team are 
able to change payroll details without any authoriation being 
required. Across the Trust the finance manager can both post and 
approve invoices, however it was noted that two authorisations 
would still be required for payment.  

 

 

We recommend that a requirement for 
second authorisation is put into place for 
these processes.  

 

 

We will look further into this with both our 
payroll provide and financial management 
software provider to determine whether 
there is a way we can have a second 
authorisation level built into our processes 
or obtain reports from the system that will 
allow us to identify any changes made 
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7. FRS 102 transition 

The key areas which have been impacted are summarised below to ensure that they have been correctly treated in line with the new accounting standards. 

Potential impact Further description Audit procedures Conclusions 

Increased disclosures 
within the Trustees’ 
Report 

 

The new requirements include the 
following: 

- Information on the setting of key 
management personnel 
remuneration. 

- A comparison of actual reserves 
with the reserves policy of the 
Trust. 

- A description of risks facing the 
Trust and the plans and strategies 
for managing them. 

Our audit procedures included: 

- A review of the trustees’ report, 
considering adequacy of additional 
disclosures included 

- Comparison of disclosures against our 
understanding of what happens within 
the Trust to ascertain whether they 
are consistent with our knowledge 

- A review of risk registers in place 
against the principal risks identified to 
assess disclosures for reasonableness 

To complete once final report received 

Holiday pay accrual  FRS 102 includes the requirement to 
recognise an accrual for any outstanding 
paid annual leave at the balance sheet 
date, if material. This is likely to apply to 
non-teaching staff where the holiday year 
end may not coincide with the accounting 
year end. 

We have reviewed calculations produced by 
management with regard to any potential 
holiday pay adjustment, verifying to source 
data as appropriate. 

The calculations of the holiday pay 
accrual were obtained and agreed to 
payroll reports/contracts as required. It 
was agreed that the value of the accrual 
was immaterial and therefore no 
provision has been included in the 
accounts.  
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Potential impact Further description Audit procedures Conclusions 

LGPS Deficit There has been a change in the detailed 
valuation requirements for defined 
benefit pension schemes. 

This will affect the presentation and 
accounting for any local government 
pension scheme deficits. 

We have reviewed actuarial valuations 
obtained to ensure they have been calculated 
under FRS 102. This includes valuations for the 
last two financial year ends. 

We have also considered whether the 
assumptions used are appropriate for the 
Trust. 

We have agreed adjustments made to 
the current year results are in line with 
the actuarial valuations and restatement 
of the prior year results is also 
accurately reported. 

Other disclosure points There are further impacts on disclosures 
included within the financial statements, 
including but not limited to: 

 

- Changes in headings on the SOFA 
- Inclusion of full fund 

comparatives for the SOFA  
- Operating lease disclosure 

changes 
- Disclosure of aggregate 

remuneration for  key 
management personnel 

Our audit procedures have included: 

- A full review of the financial 
statements for the completeness of 
disclosures 

- Verifying accuracy of disclosures to 
source documentation where 
appropriate 

To complete once final report received 

Key management 
personnel 

The aggregate remuneration paid to key 
management personnel must be 
disclosed. 

We have verified that this disclosure has been 
included correctly and that the figure is 
accurate. We have also given consideration to 
the members of staff who have been classed 
as key management personnel to ensure this is 
in line with the Accounts Direction. 

To complete once final report received 
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A1.1 Independence 

In accordance with the requirements of International Standards on Auditing (UK & Ireland) (ISA) and to assist you in reviewing the nature and extent of audit and non-
audit services provided by Saffery Champness and its associates, we are writing to set out relevant matters.  

The firm provides audit services to the group in accordance with the terms of our engagement letter dated 16 April 2015. We also provide audit services for the 
Teachers’ Pension Scheme return.  We confirm that, in our professional judgement, we are independent of the company and the objectivity of the audit engagement 
partner and audit staff is not impaired.  

A1.2 Fraud and error 

The responsibility for safeguarding the Academy's assets and for the prevention and detection of irregularities and fraud rests with the Trustees.  Nevertheless, we shall 
try to plan our audit to detect material misstatements in the financial statements or accounting records resulting from irregularities or fraud. 

We are required by International Standard on Auditing 240 (ISA 240) ‘The auditor's responsibilities relating to fraud in an audit of financial statements’ to make certain 
enquiries of management.  Broadly these enquiries cover how the risk of fraud is assessed, what processes exist to identify and respond to it and how these are 
communicated, as appropriate, to the Board and employees.   

Whilst through our assessment of internal controls we will already be aware of a number of processes which help reduce the risk of fraud, ISA 240 imposes the specific 
requirement that we make such enquiries, and we would be grateful of your understanding in this regard.  We are also required to report to you any areas of fraud or 
error detected during our audit work.  However, you should not rely on our audit work to disclose irregularities and fraud that may exist. 

A1.3 Accounting practices and financial reporting 

A1.3.1 Review of accounting policies and any changes identified 

We have reviewed the accounting policies adopted by the Academy and have found them to be appropriate and applied consistently, and in line with the Academies 
Financial Handbook and Accounts Direction 2015 to 2016 issued by the EFA. 

There have been no changes to accounting policies since the previous period.  

A1.3.3 Accounting for and disclosure of significant and unusual transactions 

There have been no significant or unusual transactions in the year. 
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A2 Areas of audit risk and focus 

During our audit planning we identified the following areas of audit focus.  For each area we have reported our findings as a result of our audit testing. 

Focus area Rationale Audit approach Key findings 

Revenue recognition 
and General Annual 
Grant (“GAG”) 

 

We are required to treat the 
recognition of income as a significant 
audit risk under the ISAs and we 
therefore focus our approach and 
testing to ensure that revenue is not 
misstated in the financial 
statements.  Given the regulations 
surrounding GAG for Academies, our 
audit risk is also enhanced in this 
area.   

We have performed the following procedures: 

- A review of the amounts recognised as GAG 
and other grant  income in the year to 
supporting documentation  

- A review of correspondence relating to all 
material grant income, including any conditions 
attached to these grants 

- Detailed substantive procedures on any other 
income earned by the Academy 

- Consideration of whether income generating 
activities are within the Academy’s objectives 

 

The GAG and other grant income 
recognised within the financial statements 
have been reconciled to documentation 
received from the EFA and other funders, 
along with bank receipts. 

Our review of trading income received did 
not highlight any significant income outside 
of the limits set by HMRC.  

No significant issues were noted. 

Allocation of 
expenditure and fund 
accounting (accounting 
estimate) 

 

 

The allocation of expenditure 
between funds is a key area of 
judgement within your financial 
statements and impacts upon any 
potential grant clawbacks.   

It is also fundamental to the 
reporting framework for the 
Academies sector. 

We have reviewed the allocations of expenditure 
within your accounts, your accounting policies in this 
area and checked for consistency with grant 
conditions and best practice. 

 

The allocation of expenses to the funds 
within the Trust does not appear materially 
misstated.  We have however made some 
comments within section 4.3 as to how the 
allocations made could be more beneficial 
in terms of the fund position of the Trust. 
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Focus area Rationale Audit approach Key findings 

Management override We are aware that there are controls 
in place which should help to 
prevent fraud and error.  However, 
at all organisations there remains a 
risk that these controls can be 
overridden 

 

 

We have performed additional audit procedures on 
judgemental areas of the financial statements and 
reviewed controls with a particular focus on areas 
which are susceptible to override and judgement by 
management. Key areas for the academy being: 

- Provisions  
- Depreciation of fixed assets 
- Purchasing/payroll system (fraud potential) 
- Going concern assumption 

 

From our work there were no indications 
of management override of control 
identified within journal entries. 

The review of key areas of judgment and 
significant estimates confirm that 
assumptions and judgments adopted by 
management appear appropriate. 

Undisclosed related 
party transactions / 
connected party 
transactions 

 

Sensitivity of reporting in the 
financial    statements and a key area 
of focus by EFA. 

We have reviewed the related party register 
maintained by management and considered the 
declarations of interest forms received from 
trustees. In addition, we have performed trustee 
searches to identify potential undisclosed related 
party transactions.  

We have also reviewed any transactions with 
connected parties as defined in the Financial 
Handbook 2015 and ensured no profit is made on 
this. 

 

We have reviewed the declarations of 
interest made to those recorded on 
Companies House and noted that there 
were instances where declarations made 
were not complete or instances where 
declarations could not be located.   

Although there appear to be no 
transactions with the identified companies 
in the year (based on searches) we remind 
the Academy of the importance of such 
form being complete to ensure all related 
party transactions are identified. 

Transactions with connected parties are 
discussed in more detail in section 3 below. 
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Focus area Rationale Audit approach Key findings 

Adjustment for local 
government pension 
scheme  

 

As your support staff are members 
of local authority pension schemes 
you will be required to comply with 
section 20 of Financial Reporting 
Standard 102 (“FRS102”) and 
recognise your share of the liability 
or asset within your financial 
statements. 

 

The accounting entries and disclosures required 
under FRS102 can be complex, and the liability can 
represent a significant number on your balance 
sheet, and as such our audit risk is increased in this 
area. 

 

The accounting entries agree to the report 
prepared by the actuary and assumptions 
used are in line with our experience of 
similar Academies. 

 

Going concern As part of their approval of the 
financial statements the Directors 
are required to consider whether the 
going concern basis of preparation 
remains appropriate.  In general 
terms the going concern basis is 
appropriate if the Directors believe 
that the company will continue in 
operational and financial existence 
for the foreseeable future, and at 
least for one year from the approval 
of the financial statements.   

 

We are aware of the difficulties in forecasting a 
balanced budget in the medium term. We have 
discussed the position with the Directors for the 
next 12 months and further forward and reviewed 
the forecasts prepared, in particular the budget 
deficits in both schools. 

Discussed in more detail in section 2 
above. 
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A3.1 The Academies Financial Handbook 2016 (AFH) and The Academies Accounts Direction 2015/16 (AAD) 

We outlined in our audit strategy report the key changes in the AFH and AAD.  

The AAD has been used in the preparation of the year end financial statements. The key changes were as a result of the transition to FRS 102, and the impact of these 
changes has been discussed in detail in section 7 of the main report. 

In July 2016 EFA issued the new AFH, effective from 1 September 2016.  The key changes compared to the 2015 handbook are as follows: 
 

- Trusts must have a Senior Executive leader who is also Accounting Officer and these roles should not rotate. 
- Clarification that trusts must publish the relevant business and pecuniary interests of their accounting officer regardless of whether they are a trustee. 
- Trusts must implement reasonable risk management audit recommendations that are made to them by risk auditors. 

 

Throughout this year’s compliance process and moving forward we will continue to work with you in reviewing compliance with the AFH and AAD and talk specifically 
with you on key areas impacting your Trust.  
 
A3.2 Accounts returns 

The format of the annual return for 2015/16 has changed and a new online form will now need to be completed in place of the previous excel workbook. An excel 
workbook will also be available to assist in the completion of the new form. The form and the accompanying workbook are expected to be available from EFA in mid 
November. 

A3.3 Apprenticeship levy 

An apprenticeship levy is being introduced on 6 April 2017.  The levy requires all employers operating in the UK, with a pay bill over £3 million each year, to pay a levy 
of 0.5%. Any unused allowance will be carried from one month to the next, but will expire after 24 months. 

More information can be found on: https://www.gov.uk/government/collections/apprenticeship-changes 

 

A3.4 Modern slavery act 

The Modern Slavery Act 2015 requires organisations with a turnover in excess of £36 million to publish an anti-slavery statement on their website on the steps that 
they have taken during the financial year to ensure that slavery and trafficking are not taking place in their business or supply chains. This is applicable to year ends on 
or after 31 March 2016 and should be published as soon as reasonable practicable after the year end. 

https://www.gov.uk/government/collections/apprenticeship-changes



