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their own judgements and investigations.  
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1) Audit introduction and general comments 

The audit was completed smoothly and successfully and without any major problems. 

We found your finance team extremely helpful and not evasive in any way, which allowed us to obtain information freely and easily.  
 
This year was the fourth year that the School has had Financial Statements audited by us. The initial audit file supplied by your finance team was of a 
good standard with many of the schedules that we require having been already produced prior to our arrival. As a result of this, the element of accounts 
work required by us was kept to a minimum. 
 
We would like to take this opportunity of expressing our thanks to your finance staff for their assistance during the course of our audit. 
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2) Overview of the year 

We can make the following summary comments in connection with the period end accounts: 

 

Incoming Resources 

The incoming resources are made up of the following:  
 

£ % of income £ % of income

Funding for the Academy's educational operations 3,060,878 97.87% 3,071,152 97.76%

Capital grants 8,489 0.27% 13,050 0.42%

Donations/trips income 4,703 0.15% 10,170 0.32%

Other trading activities 51,024 1.63% 46,325 1.47%

Investment income 2,509 0.08% 938 0.03%

Total incoming resources 3,127,603 100.00% 3,141,635 100.00%

2016 2015

 
 
 

As can be seen from the above 98.14% (2015: 98.18%) of the total income is made up of Government (including Local Authority) Funding (Revenue 
and Capital). 

 
Income for the year excluding capital grants is £3,119,114 which is consistent to the previous year of £3,128,585. 

 
The Government (Local Authority) Funding income streams have been proved in total by reviewing letters and supporting documentation from 

funding providers. 
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Other trading activities can be broken down as follows: 

2016 2015

£ £

Recharges and reimbursements 31,251            34,395

Courses delivered 300 200

School uniform income 3,841 3,277

Other income 15,632 8,453

51,024 46,325

 

Reimbursements last year included maternity cover (£16,615), £29,130 this year, and Chris Ridley Consultancy/SEN time and travel reimbursements 

(£15,222) which are £2,121 this year. 

Other income includes after school swimming income and amounts received from Friends of Tweendykes.   

Our audit work has not highlighted any significant systems issues or cut off concerns in respect of the above income. 
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Resources Expended 

 

The resources expended are made up of the following:  
 

% of costs £ % of costs £

Staff costs 77.48% 2,474,432 75.28% 2,218,010

Premises costs 5.86% 187,041 7.39% 217,684

Other costs 16.66% 532,217 17.33% 510,599

100.00% 3,193,690 100.00% 2,946,293

2016 2015

 
 

Total costs have increased by £247k compared to the previous year.  The majority of this increase (£256k) relates to an increase in staff costs. 

 

The main costs relating to the Academy are staff costs which make up 77.48% (2015: 75.28%) of your total costs.  These costs have been reconciled 

to your payroll provider’s reports with no material errors. 

 

Premises and other costs are detailed below. 
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Premises costs are made up as follows: 

 

2016 2015

£ £

Maintenance of premises and equipment 9,276 44,735

Rent, rates and utilities 101,558 110,357

Insurance 20,540 21,385

Depreciation 55,151 40,813

Cleaning 516 394

187,041 217,684

 
 

Premises costs have decreased by £31k overall when compared to the prior year.  

 

The main decrease in premises cost are in relation to maintenance costs which in the previous year included variation to some rooms with an 

approximate cost of £35k. 
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Other costs are made up as follows: 

 

2016 2015

£ £

Educational supplies 158,417 123,272

Examination fees 2,914 2,152

Staff development 22,135 22,436

Consultancy fees 2,545 29,063

Other direct costs 119,300 98,224

Catering 36,170 41,421

Professional costs 6,480 6,620

Other support costs 128,256 133,411

FRS 102 Pension adjustments 56,000 54,000

532,217 510,599  

Other costs have increased overall by £22k this year.  
 
Other direct costs include out of school learning costs and service level agreement costs. 
 
Other support costs include staff development, recruitment, and costs relating to ICT support, telephones, photocopying, printing and payroll services. 

 
The remaining expenditure relates to the general running of the school and do appear reasonable and our audit work has not found any material 
errors or cut off issues. 
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Overall 

 
Income of £3,127,603 compares to costs of £3,193,690 showing a deficit of £66,087 before actuarial gains and losses. If depreciation and FRS 102 
pension adjustments are excluded the deficit would only be £8,937.  

 
The academy has sufficient brought forward funds to cover the deficit made during the year but we would advise that the school continues to closely 
monitor its expenditure in the future. 
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Balance sheet 

 

The main figures on the Balance Sheet are as follows: 

 Fixed assets     - £99,977 (2015: £64,410) 

Fixed assets relate to furniture and equipment, motor vehicles, and computer equipment. 

The movements in fixed assets during the year consist of furniture and equipment additions of £26,980, motor vehicle additions of 

£59,410 and computer equipment additions of £6,104, less motor vehicle disposals of £1,777 and depreciation charges of £55,150. 

 Stock     - £4,906 (2015: £Nil) 

Stock includes uniforms held at 31 August 2016. 

 Debtors     - £40,690 (2015: £52,639) 

Debtors include the following: 
 

o Prepayments - £11,184 – expenses prepaid for period after 31 August 2016, such as IT support. 
o Accrued income - £10,808 – relates to funding for pupil premium for the period up to 31 August 2016 which was received after 31 

August 2016. 
o VAT recoverable - £18,698. 

 

 Cash at bank and in hand   - £850,642 (2015: £981,707) 
 

Cash at bank and in hand is made up of £394,648 main account, £453,396 high interest account and £891 petty cash.  
 
The main reason for the decrease in cash at bank and in hand is the capital expenditure incurred and movements within debtors and 
creditors. 
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 Creditors due within one year  - £67,781 (2015: £104,458) 
 

Creditors due in one year include: 
 

o Trade creditors - £21,628 - amounts owed to suppliers at the period end, largely Hull City Council. 
o Accruals - £44,241 – expenses accrued for at 31 August 2016 including Pooled Budgets, insurance and PFI Contributions. 
o Deferred income - £1,912 – funding received in the period which relates to post 31 August 2016, in relation to infant free school 

meals. 
 

These figures have been confirmed to back up information and do not indicate there are any material errors.  
  

We have also completed cut off work to ensure that all creditors are included in the accounts and no material problems have been 
encountered. 

 
 

 Pension Liability 
 

The Balance Sheet shows a LGPS deficit of £1,869,000.  This compares to the deficit of £1,502,000 last year. This is an increase in 
deficit of £367,000.  

 
This pension scheme deficit is based on the actuarial valuation completed by Hymans Robertson LLP, the academy’s actuary.  
 
The increase in pension deficit of £367,000 compared to the prior year is largely due to the change in assumptions adopted by Hymans 
Robertson, largely the reduction in the discount rate used to 2.1% compared to 3.8% in the prior year.  The discount rate reflects the 
yields on high quality corporate bonds which were volatile at the year end. 
 

 
 

Overall 
 

The Academy has a Balance Sheet with Net Liabilities of (£940,566) (2015: Net Liabilities of £507,702).  If the pension liability of £1,869,000, which is 
underwritten by the Government, is excluded the Trust would have a Net Asset position of £928,434. 
 
The Net Current Assets (Working Capital) as at 31 August 2016 was £828,457 (2015: £929,888) which suggests an extremely good level of working 
capital for the Trust to operate on a day to day basis.  
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3) Independence and ethical matters 

We agreed in our pre year end meeting and the subsequent letter sent to you, prior to the commencement of the audit, that the following individuals 

were considered to be informed: 

- Bernadette Moorcroft (Head) 

- Julie Clark (Business Manager) 

We also believe that the governors/trustees as a body are informed, due to the nature of their roles and the financial reports that they obtain. 

If you do not believe that the above group of people our informed, please inform us immediately as it will potentially mean that we have to ensure 

further safeguards are put in place and a second partner completes a review of the file. 
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4) Formal matters to be reported 

 
In accordance with our normal practice we are writing to draw your attention to various matters which arose during the course of our audit of the 
academy accounts for the period ended 31st August 2016. 

 
a) Expected modifications to the auditors' report 

 
There are no expected modifications to the auditors' report  

 
b) Unadjusted misstatements 

 
A schedule is included at section 7 of all the unadjusted misstatements determined during the course of our audit, except for those 
considered to be clearly trifling.  As confirmed in your letter of representation to us, you believe that these adjustments are not material and 
therefore no amendments to the financial statements are required. 

 
You have confirmed to us in your letter of representation that you believe any error under £1,000 is trivial and therefore does not require 
reporting. 

 
c) Material weaknesses in the accounting and internal control systems 
 

As you are aware from our letter of engagement, our audit procedures were directed towards testing the accounting systems in operation 
upon which we have based our assessment of the accounts.   

 
Section 5 of this report includes specific audit points and also contains details of actual and potential weaknesses identified during the course 
of our audit and our recommendations for improvements.  It is not meant to be a full and accurate reflection of all weaknesses that may be 
present in your system. 

  
In making our recommendations, we have considered the size of the academy and the number of staff you employ. We shall be glad if you 
will let us know what steps have been taken in connection with the above. 

 
d) Qualitative aspects of the entity's accounting practices and financial reporting 
 

We have no comments to make concerning the qualitative aspects of the academy’s accounting practices and financial reporting. 
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e) Identification of Fraud 
 

We are pleased to report that our audit has not found any instances of fraud.  
 

f) Compliance with key laws and regulations 
 

Our audit is required to consider and assess the academy’s compliance with central laws and regulations, and consider the existence of 
breaches that could lead to a fundamental event, such as excessive fines that have a material impact on the financial statements, that 
threaten the going concern significant financial impact on the entity, or legislation that could lead to the forced closure of operations. 

 

Our work has not identified any instances of material breach, and the academy appears to have devoted sufficient resources, experience, 
skills and training to all key regulatory aspects of its affairs. 

 
We did note during our work that you complete the VAT 126 form to reclaim your educational VAT.  This appears appropriate. 

 
However, HMRC expect that a fair and reasonable adjustment is made for any VAT incurred, not wholly in relation to education. 

 
We are happy to offer any assistance necessary to ensure that this is the case. 

 
g) Other information connected with the financial statements 

 
Auditors are required to review any other information issued with audited financial statements, such as an annual review, web site 
announcement or trustees’ report, and determine if such reports are consistent with the financial statements. 

 
You have chosen to make public comment on the financial statements. 

 
We are pleased to report that the trustees’ report content is consistent with the financial statements. 

 
h) Other matters required by Auditing Standards to be communicated 

 
There are no other formal matters to be reported to you and the other details included within the report are above and beyond our 
requirements to report. 

 
i) Other relevant matters relating to the audit 

 
There are no other matters which we wish to draw to your attention. 
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5) Specific audit and control points 

 
Following our recent audit visit, we have set out below the key observations of a systems and internal control nature that have arisen from the audit 
work undertaken. 
 
The points are raised to assist the management team in strengthening and formalising the internal control environment, something which is essential 
and often overlooked in a small company environment. 
 
These issues raised are not intended as, nor should they be construed as, criticism of management or individual persons. They are intended to be of 
assistance in establishing an appropriate system of internal control, essential to the academy if it is to grow. 
 
Our audit focuses only on those aspects of internal control that are material to the production of accurate financial statements and safeguarding 
assets of the academy, and therefore is not exhaustive. 
 
We only give consideration to peripheral areas if they directly support other systems of internal control or provide compensating controls to an area 
with potential weaknesses. 
 
Where matters of efficiency come to our attention, we shall of course report these to you. However, the audit should not be relied upon to identify all 
matters of duplication or inefficiency in the allocation of responsibilities or the processing of transactions. 

 
Accounting and internal control environment 
 
The accounting controls are operated by a small number of individuals, and this leaves the company exposed to risks associated with an environment 
in which a small number of people have control over many aspects of the control environment.  
 
Such an environment is common in small businesses, and we must stress there are no indications of irregularity. 
 
However, it is normal for us to caution that this situation the academy is potentially exposed to: 
 

 Those in key positions having the ability to override internal controls and conceal this fact. 

 Errors remaining undetected as there is no independent scrutiny or checking of their work at the detailed level. 

 In extreme cases, persons acting in collusion to perpetrate fraud or conceal fundamental errors (e.g. collusion with customers over rates or 
payments). 
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Common areas in which problems may arise include: 
 

 the sales ledger (persons having the ability to raise invoices, credit notes, and maintain the ledger without outside scrutiny and thereby having 
the power to perpetrate and conceal errors or irregularities). 

 the purchase ledger (persons with sole control over the ledger have the power to create false suppliers, invoices and payments, or act in 
collusion with suppliers). 

 
We accept that changes to this situation would involve changes or additional resources that the academy may not consider to be cost effective. 
 
However, it is important for senior management to remain alert of the need to maintain an increasingly formal control environment to manage any 
risk, errors or irregularities in the financial reporting and internal control systems. 

 
 
Key 
 
 Key concern. Action required immediately. 
 
 
 Moderate concern.  Action believed to be required, but not considered a significant issue. 
 
 
 Minor concern. Action not required, but the suggested improvement should be considered. 
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5) Specific audit and control points (cont’d)  
 

 Points Noted Corrections and system 
improvements 

Benefit of control Actions and comments by the 

Academy 

1 
 
 
 
 

 

During our testing of purchase orders it 
was noticed that orders with a value 
between £2,500 and £15,000 are being 
signed by either the Business Manager 
or the Head Teacher. The Academy’s 
Financial Procedures suggest that 
orders between these values should be 
authorised by both the Head Teacher 
and the Business Manager.   
 

Although we understand that orders 
between £2,500 and £15,000 are 
approved by both the Head Teacher and 
the Business Manager we would 
recommend that the purchase orders 
should be physically signed by both the 
Head Teacher and the Business 
Manager to show a clear authorisation 
as required by the Financial Procedures. 
 

This ensures that the Academy’s 
Financial Procedures are followed and 
provides clear evidence of the correct 
level of authorisation. 
 

With regard to this recommendation we feel 

that the authorisation was in place- as there 

is always an audit trail through email or other 

documentation, that the Head teacher has 

approved an order.  In this specific case 2 

other staff members were involved in the 

chain of the order.  The recommendation 

from the audit is that both the Head teacher 

and School Business Manager sign all 

orders over £2,500. in reality this may cause 

a delay when an item is required urgently.- 

To comply with this recommendation i.e. all 

orders to have 2 signatures governors 

should consider  raising the amount to any 

order over £10,000. 

2 During our audit testing it was noted 
that on the academy’s website the 
following were not readily accessible;  
- for each Trustee their attendance 
records at board and committee 
meetings over the last academic year, 
- for each local Governor their 
attendance records at local Governing 
Body meetings over the last academic 
year.  We appreciate that the 2015 
Accounts do include this information 
however in order to help users of the 
website we suggest that some text on 
the website is included. This text would 
explain how a user can find the relevant 
information within the Accounts. 

Per the Financial Handbook academies 
must publish on its website up-to-date 
details of its governance arrangement in 
a readily accessible format. 

This ensures the academy is complying 
with requirements of the Academies 
Financial Handbook. 

Governors to review where on the web-site 

the information regarding governor / trustee 

attendance should be placed. 
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6) Surplus reconciliation and adjustments made 

 

Please find detailed below the adjustments made during our audit work, which form part of the journals you approve within your letter of 

representation to us and as included in an appendix to this report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

If you require any clarification on the above adjustments please do not hesitate to contact us. 

 

Surplus Reconciliation £

Balance per client (106,583)

FRS 102 Pension adjustments (367,000)

Movements on Stock held 4,906               

Movements on prepayments & accrued income (10,522)

Movements on accruals & deferred income 10,441             

Fixed assets capitalised 92,494             

Depreciation on fixed assets (55,150)

Profit/Loss on disposal of fixed assets (1,777)

Childcare vouchers moved to SOFA 329                  

Rounding (2)

Surplus per accounts (432,864)
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7) Unadjusted misstatements 

 

Detailed below are the non-trivial misstatements found during the audit. 

        

Affect on Affect on 

        Surplus Balance sheet  

        £  £ 

 

Potential audit adjustments for 2016   

  

 

You have confirmed in your letter of representation to us that:  

 

a) £1,000 is deemed to be trivial and any adjustment under this amount does not need to be reported on. 

b) The above items do not require adjustment, as they are individually and in total not material. 

 

 

8) Subsequent events 

 

Governors to confirm that all subsequent events up to the date of the report that require adjustment of, or disclosure in, the financial statements 

have been identified and properly reflected therein, in accordance with ISA+ 560. 

 
9) Summary and Conclusion 

 
It is pleasing to report that our audit work has not identified any fundamental weaknesses in accounting and internal control systems, nor have we 
found any evidence of fraud. However, we consider our recommendations should be given consideration and, where practical or cost effective, 
implemented. 

 
We shall be pleased to discuss or provide advice on any of the above matters as required.   

Finally, we would like to take this opportunity of expressing our thanks to your staff for their assistance during the course of our audit. 


