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Solihull 
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The purpose of this memorandum is to highlight the key issues arising from the audit of Light Hall School 

and the preparation of the financial statements for the period ended 31 August 2018.  It is also used to 

report to those charged with governance to meet the mandatory requirements of International Standard on 

Auditing (UK & Ireland) 260. 

 

We take responsibility for this memorandum, which has been prepared on the basis of the limitations set 

out in ‘Terms and Conditions Limitations’ (Section 8). 

 

We would like to take this opportunity to record our appreciation for the kind assistance provided by the 

staff of Light Hall School during our audit. 
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9-11 Vittoria Street 

Birmingham 

B1 3ND 

 

T + 44 (0) 121 233 4799 

F + 44 (0) 121 233 4794 
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This memorandum has been prepared for the benefit of discussion between UHY Hacker Young (Birmingham) LLP and Light Hall School.  This memorandum should not be disclosed to third 

parties without our prior written consent.  

 

Registered Auditors. A member of UHY Hacker Group of independent UK partnerships represented in London, Birmingham, Brighton & Hove, Cambridge, Chester, Manchester, Nottingham, 

Sheffield, Sunderland, Wrexham and York. A member of UHY, an international association of independent accounting and consulting firms. UHY Hacker Young (Birmingham) LLP is a Limited 

Liability Partnership registered in England and Wales with registered number OC327581 trading as UHY Hacker Young. 
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1. Audit Scope, Objectives and Strategy 

1.1 Engagement objectives 

Our engagement objectives are as follows: 

 

• to carry out a statutory audit of the financial statements of Light Hall School in accordance with International Standards on Auditing (UK and Ireland), with 

the aim of forming an opinion whether: 

o the financial statements give a true and fair view of the state of the academy trust’s affairs as at 31 August 2018 and of the academy trust’s result for 

the year then ended; 

o the financial statements have been properly prepared in accordance with FRS 102; 

o the financial statements have been prepared in accordance with the requirements of the Companies Act 2006, and the Annual Academies Accounts 

Direction issued by the Education and Skills Funding Agency; and 

o the information given in the Trustees’ Report for the financial year is consistent with the financial statements. 

to produce a concise and constructive report of key issues (our Key Audit Issues Memorandum) to Light Hall School; and 

• to draw to your attention to any material weaknesses in internal control that come to our attention during our audit work. 

 

1.2 Risk-based audit 

We carried out a risk-based audit approach used throughout the audit to efficiently and effectively focus the nature, timing and extent of audit procedures to 

those areas that have the most potential for causing material misstatement(s) in the financial reports.  

The risk-based approach required us as auditors to first understand the entity and its environment in order to identify risks that may result in material 

misstatement in the financial reports. We performed an assessment of those risks at both the financial report and assertion levels. The assessment involved 

considering a number of factors such as the nature of the risks, relevant internal controls and the required level of audit evidence.  

1.3 Risk-based limited assurance engagement 

In addition to our audit opinion we are also required to perform a limited scope assurance engagement, reporting both to you and to the Education and Skills 

Funding Agency (ESFA), considering whether the expenditure disbursed and the income received by the trust during the period 1 September 2017 to 31 August 

2018 has been applied to the purposes identified by Parliament and that the financial transactions undertaken by the trust conform to the authorities which 

govern them. This latter point is concerned with looking at compliance with the requirements of the various frameworks that apply to trust, including your 

memorandum and articles, your funding agreements, the Academies Financial Handbook extant for the relevant period, the Accounts Direction 2017 to 2018, the 

Charities Act 2011 and the Companies Act 2006. 
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1. Audit Scope, Objectives and Strategy (Continued) 

Our approach was once again risk-based. We began by developing our understanding of the trust’s own approach to ensuring the proper application of funds 

received and to ensuring compliance with relevant legal and contractual frameworks. We developed an understanding of the trust’s governance arrangements 

and internal control procedures, planning our work accordingly to allow us to gain sufficient evidence to give the required limited assurance opinion.  Our 

assurance procedures included reviewing and commenting on the Accounting Officer’s Statement on Regularity, Propriety and Compliance, and the trustees’ 

report and governance statement. 

1.4 Materiality 

An item would be considered material to the financial statements if, through its omission or non-disclosure, the financial statements would no longer show a true 

and fair view. 

 

Materiality is set at the outset of planning to ensure that an appropriate level of audit work is planned.  It is then used throughout the audit process in order to 

assess the impact of any item on the financial statements.  These are assessed individually and in aggregate, discussed with you and, if you do not adjust, signed 

off by you in your letter of representation to us, confirming your view that they are immaterial to the financial statements. 

 

An item of low value may be judged material by its nature, for example any item that affects the disclosure of directors’ emoluments.  An item of higher value 

may be judged not material if it does not distort the truth and fairness of the financial statements. 

 

The final level of materiality was £66k based on 1% of total income.  

 

1.5 Internal controls 

Auditing standards require that we evaluate the design effectiveness of internal controls over the financial reporting process to identify areas of weakness that 

could lead to material misstatement.  Therefore, we will focus our control review on the high-risk areas of the financial statements. 

 

We are also required to assess whether the controls have been implemented as intended.  We will do this through a combination of inquiry and observation 

procedures, and, where appropriate, systems walkthroughs.  However, our work cannot be relied upon necessarily to identify defalcations or other irregularities, 

or to include all possible improvements on internal control that a more extensive control review exercise might identify. 
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1. Audit Scope, Objectives and Strategy (Continued) 

1.6 Significant Risks 

As part of our audit procedures we are required to consider the significant risks that require special audit attention. Auditing Standards require us to consider: 

• Whether there is a risk of fraud; 

• Whether the risk is related to recent significant economic, accounting or other developments and, therefore, requires specific attention; 

• The complexity of transactions; 

• Whether the risk involves significant transactions with related parties; 

• The degree of subjectivity in the measurement of financial information related to the risk, especially those measurements involving a wide range of 

measurement uncertainty; and 

• Whether the risk involves significant transactions that are outside the normal course of business for the entity, or that otherwise appear to be unusual. 
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2. Audit Opinion and Regularity Conclusion  

 
2.1 Audit Opinion  

In our opinion the financial statements: 

 

• Give a true and fair view of the state of the Academy Trust’s affairs as at 31 August 2018 and of its incoming resource and application of resources 

including its income and expenditure for the year ended; 

 

• Have been properly prepared in accordance with the FRS 102; 

 

• Have been prepared in accordance with the requirements of the Companies Act 2006 and the Annual Accounts Direction 2017 to 2018 issues by the 

Education and Skills Funding Agency (ESFA). 

 

2.2 Assurance Report on Regularity  

During the course of our work, nothing has come to our attention that suggests that in all material respects the expenditure disbursed and income received 

during the period 1 September 2017 to 31 August 2018 has not been applied to purposes intended by Parliament and the financial transactions do not conform to 

the authorities which govern them.  
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3. Issues Identified During the External Audit 
 

We are required to report to you, in writing, significant deficiencies in internal control that we have identified during the audit. These matters are limited to those 

which we have concluded are of sufficient importance to merit being reported to you. As the purpose of the audit is for us to express an opinion on the trust’s 

financial statements, you will appreciate that our audit cannot necessarily be expected to disclose all matters that may be of interest to you and, as a result, the 

matters reported may not be the only ones which exist.  

 

As part of our work, we considered internal control relevant to the preparation of the financial statements such that we were able to design appropriate audit 

procedures. This work was not for the purpose of expressing an opinion on the effectiveness of internal control. 

 

We confirm that we have not identified any significant deficiencies in internal control during the audit. 

 

We confirm that we have identified some areas where minor improvements could be made in section 3 of this report.  

 

We are also required to communicate other significant audit findings such as: 

• where we consider a significant accounting practice, that is acceptable under the applicable financial reporting framework, not to be most appropriate in 

the particular circumstances of the entity; 

• significant difficulties, if any, encountered during the audit; or 

• other matters, if any, arising from the audit that, in our professional judgement, are significant to the oversight of the financial reporting process are 

communicated to those charged with governance. 

 

We confirm that we have nothing to report to you in any of the above three areas. 
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3. Issues Identified During the External Audit (Continued) 

Ref Issue Recommendation Academy Response 
Timescale 

for Action 

Risk / 

Severity 

3.1 There are no independent checks of 

changes to bank sort codes for BACs 

payments made by the Academy. 

 

Changing bank sort codes to transfer 

payments to a non-supplier organisation 

and then reverting back to the original 

details, is the most frequent type of fraud 

transaction. 

 

It is noted that there is no evidence of these 

transactions taking place at Light Hall 

School. 

 

It is recommended that an audit report 

produced from Corero identifying changes to 

supplier accounts details, are reviewed by an 

individual without access to the finance 

system. 

 

The details should be referred periodically to 

the Audit Committee and retained for audit 

purposes. 

 

Accepted. 

 

Corero will be asked to provide details of 

how this Audit Report can be obtained from 

the system. 

 

The report will be reviewed by an individual 

without access to the finance system and 

referred periodically to the Strategy & 

Finance Committee.    

December 

2018 
Low 

3.2 The reserves policy states that the level of 

available reserves should be the equivalent 

to 1 week’s expenditure, i.e. approximately 

£100k. 

 

With reserves at just 1 week’s expenditure, 

this leaves little contingency to deal with 

unforeseen issues. 

 

It is noted that Light Hall School currently 

holds free reserves of £453k. 

 

It is recommended that the reserves policy is 

adjusted for the level of free reserves held to 

be at least 4 weeks’ expenditure, to reflect the 

need to adequately meet unforeseen issues. 

 

Accepted. 

 

Reserves Policy will be reviewed and 

amended for Governors’ approval. 

January 

2019 
Low 
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3. Issues Identified During the External Audit (Continued) 

Ref Issue Recommendation Academy Response 
Timescale 

for Action 

Risk / 

Severity 

3.3 During the audit it was identified that land 

had previously been depreciated over the 

125-year lease (£54k per annum).  

 

FRS 102 states that land should not be 

depreciated as it is considered to have an 

indefinite useful life. 

 

The most recent re-valuation of land and 

buildings was in February 2012. 

 

It is recommended that an ESFA desktop 

valuation is obtained to ensure the value of 

land and buildings is recorded at ‘fair’ value 

within the financial statements. 

 

 

Accepted. 

 

ESFA desktop valuation will be obtained to 

ensure the value of land and buildings is 

recorded at ‘fair’ value within the financial 

statements. 

 

January 

2019 
Low 

3.4 There are a significant number of “scam” 

invoices being issued to all organisations, 

including examples of VAT being charged 

inappropriately. 

 

VAT numbers are currently not checked to 

an independent source for verification. 

It is recommended that a sample of invoices, 

particularly with those using a PO address, 

are investigated by using VIES which verifies 

the VAT code as being correct. 

 

https://europa.eu/youreurope/business/taxati

on/vat/check-vat-number-vies/index_en.htm 

  

 

Accepted. 

 

VIES website will be used to verify VAT 

codes are correct.   
January 

2019 
Low 

 

In our Audit Service Plan, management override, related party transactions, revenue recognition and regularity of income and expenditure were identified as 

risks of error in the financial statements. Our audit procedures have not identified any areas of concern in respect of these.   

 

  

https://europa.eu/youreurope/business/taxation/vat/check-vat-number-vies/index_en.htm
https://europa.eu/youreurope/business/taxation/vat/check-vat-number-vies/index_en.htm
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4. Independence 

4.1 Independence  

 

We confirm that:  

• there are no changes in our assessment of independence; 

• we complied with the Auditing Practices Board’s Ethical Standards for and in our professional judgement the firm is independent and the objectivity 

of the audit engagement partner and audit staff has not been compromised within the meaning of regulatory and professional requirements. 

• we are not aware of any relationships that may affect the independence and objectivity of the firm that we are required by auditing and ethical 

standards to report to you. 

• we consider that our independence in this context is a matter that should be reviewed by both you and ourselves. It is therefore important that you 

consider the facts of which you are aware and come to a view. If you wish to discuss any matters concerning our independence, we will be pleased to 

do so. 

• we have met the reporting requirements to the Audit Committee, as ‘those charged with governance’ under International Standards on Auditing (UK 

and Ireland) 260 – Communication with those charged with governance.  
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5. Corrected Audit Misstatements 

A list of journals for the corrected audit misstatements has been provided to management separately on 15 November 2018. 
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6. Uncorrected Audit Misstatements 

We are required to bring to your attention audit adjustments that the trustees are required to consider.  A schedule of such adjustments is included below.  We 

understand that management consider these identified misstatements to be immaterial in the context of the financial statements taken as a whole, and have asked 

you to confirm this in written representations.  We concur with this judgement, and believe that the effects of the uncorrected misstatements are immaterial to 

the financial statements taken as a whole.  Final materiality is £66k based on 1% of total incoming resources. 

 

A review of after date invoices identified 6 additional items where the costs should have been included within the 2017/18 financial statements totalling £2,303.  

 

Light Hall School has only transferred IT capital equipment from revenue finance ledger codes to capital at the end of the financial year. This has resulted in no 

depreciation being calculated for the months in between the purchase and the financial year end, which totals £3,696. 

 

The adjustment for the above 2 highlighted points would be as follows and the impact would be to reduce the net income of £261k recorded in the audited 

financial statements by £7k to £254k: 

 

 

Dr 

(£) 

Cr 

(£) 

   

SOFA 2,302.73  
Balance Sheet – Accruals  2,302.73 

Journal to accrue additional invoices identified.   
   

SOFA 3,696.36  
Balance Sheet – Tangible Fixed Assets  3,696.36 

Journal to post additional depreciation identified.   
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7.       Emerging and Topical Issues for Academies 
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7.       Emerging and Topical Issues for Academies (Cont’d) 

 



 
 

13 
 

8. Terms and Conditions Limitations 

The matters raised in this report are only those which came to our attention during our external audit work and are not necessarily a comprehensive statement of 

all the weaknesses that exist, or of all the improvements that may be required.  Whilst every care has been taken to ensure that the information provided in this 

report is as accurate as possible, based on the information provided and documentation reviewed, no complete guarantee or warranty can be given with regard 

to the advice and information contained herein.  Our work does not provide absolute assurance that material errors, loss or fraud do not exist. 

This report is prepared solely for the use of Light Hall School.  Details may not be made available to specified external agencies.  No responsibility to any third 

party is accepted as the report has been prepared, and is not intended for any other purposes. 

 


