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Post Audit Management Report – LIFE Education Trust   

 

We have completed the audit of LIFE Education Trust for the year ended 

31 August 2019 and we expect to issue an unqualified audit opinion. 

 

This report covers the findings from our audit, the scope of which was 

communicated to you prior to commencing the work.  It includes some 

recommendations for improving the accounting and internal control 

systems as well as highlighting some future developments that may be of 

interest to the board. 

 

We hope that the recommendations are practical and are able to be 

implemented.  We would be grateful if you could discuss the points as 

a board and will welcome a written response.  Please extend our thanks to 

Denise Broom and her team for all their help with the audit.   

 

If you have any concerns or questions arising from this report, please 

contact James Cross or Steve Butler. 

 

Yours faithfully 

 

 

 

 

 

…………………………………………………  

Moore Kingston Smith LLP 

 

4 December 2019 

………………………………………………… 

Date 
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As outlined in our pre-audit letter dated 26 September 2019 our audit approach is based on an assessment of the audit risk relevant to the individual financial 

statement areas.  Areas of risk are categorised according to their susceptibility to material misstatement, whether through complexity of transactions or 

accounting treatment.  For each area we calculated a level of testing and review sufficient to give comfort that the financial statements are free from material 

misstatement. 

 

The following table lists any risks identified at the planning stage and during the course of the audit, our approach to mitigate the risk and our conclusions from 

completing this work:- 

 

 

 

Income recognition 

There is a risk that income has not 

been recognised in the correct period 

or correctly accounted for.  

 

 

 

 

Audit Approach  

We have designed tests to ensure 

that the cut off for income is correct 

and that we review any late 

adjustments to income.  We will also 

agree income to supporting 

documentation on a sample basis, as 

well as carry out an analytical review. 

 

 

Conclusion 

For the sample selected for testing 

we have not identified any instances 

of income not being correctly 

recognised. 

Management override 

Management has the ability to 

manipulate accounting records and 

prepare fraudulent financial 

statements by overriding controls that 

otherwise appear to be operating 

effectively. 

 

 

Audit Approach  

We will review journals posted in the 

year for unauthorised or unusual 

adjustments. 

 

 

 

 

 

Conclusion 

From the testing completed, no 

instances of management override 

have been noted. 
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Fund allocation 

Income and expenditure allocation 

should be accurate, and any transfer 

of funds should have the appropriate 

authority. 

 

 

 

Audit Approach  

We will review the allocation of funds 

to confirm allocations and transfers 

have been made in accordance with 

regulation and your internal policies 

and procedures.  

 

 

Conclusion 

From the testing completed, funds 

were allocated correctly and were in 

line with internal policies and 

procedures. 
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We are required under International Standards on Auditing to request you 

to correct all misstatements identified during our audit, with the exception 

of those that are clearly trivial. 

 

Corrected material misstatements and reclassifications 

 

Included as Appendix 1 are the corrected, material misstatements 

identified during the course of our audit work which have been discussed 

and agreed with you. 

 

Uncorrected immaterial misstatements and reclassifications  
 

All misstatements and reclassifications which we identified during the audit 

work have been adjusted in the financial statements. 

 

Observations concerning the operation of the accounting 

and control systems 
 

We detail in section 3 other matters concerning the operation of the 

accounting and control systems that we consider should be brought to your 

attention.  We have also included an assessment of the extent to which our 

previous recommendations have been implemented.  

 

We look forward to receiving your responses on the points raised.  

 

Due to the nature of an audit we may not have identified all weaknesses 

within the accounting and internal control systems which may exist and the 

contents of this section of our letter and any items disclosed in this report 

should not therefore be taken as a comprehensive list of such 

weaknesses.  

 

Management Representation Letter 

 

A draft of our proposed management representation letter has been sent to 

you under separate cover.  All of the matters included in this letter on 

which we seek the Directors’ formal confirmation are in respect of routine 

matters except for the following:- 

 

 Point 14 in respect of The Local Government Pension Scheme 
deficit. 
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Current year observations 
 

Dame Tipping 

 
 

Margaretting

 
 

 

Purchase orders 

We have noted from our testing that 

the majority of purchase invoices are 

raised without a purchase order (PO) 

being in place.  Purchase invoices are 

journalled onto the respective 

supplier’s account in FMS when they 

are received.  

 

Recommendation 

We recommend that controls are put 

in place whereby purchase orders are 

required to be raised and authorised 

by a senior member of staff/bank 

signatory, prior to purchases being 

made. 

 

Response 

Controls are in place to ensure 

purchase orders are raised and 

authorised prior to purchases being 

made.  The implementation of these 

controls will be reviewed on a regular 

basis. 

Inconsistent postings 

We noted from our testing and 

discussions with you that postings are 

not made to the relevant nominals 

consistently within FMS.  For 

example, we found that some 'Other 

Factors' income and 'Pupil Led Factor' 

income was being included within 

'Budget Share' income throughout the 

year. 

 

Recommendation 

We recommend that transactions are 

posted to nominals consistently.  

 

Response 

As part of monthly management 

reporting, any mispostings will be 

identified, corrected and income 

accounts reconciled going forward. 
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All schools 

 

 

 
 
 

 

 

 

 

 

 

 

 

 

Intercompany discrepancies 

 

There is an overall intercompany 

balance of £899 included in year-end 

debtors, which could not be 

reconciled.  The overall intercompany 

balance in the accounts should be 

£nil. 

 

Recommendation 

 

We recommend that any 

intercompany balances are reconciled 

on a regular basis. 
 

Response 

As part of monthly management 

reporting, inter-school transactions 

will be reconciled and any differences 

investigated and corrected. 

‘New supplier’ forms 

We have noted from our testing that 

there is no pro-forma 'new supplier' 

form in place for the relevant staff to 

fill out and be approved.  This could 

result in non-bona-fide or incorrect 

suppliers being set up on the system. 

 

Recommendation 

We recommend that a new supplier 

form is filled out with the correct 

details and then authorised/signed by 

a senior member of staff. 

 

Response 

The Executive will consider adding 

the new supplier form to its financial 

procedures to mitigate the risk of 

bogus suppliers being set up. 
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Prior year observations 
 

 

 
 

 

  

 

 

 

Depreciation 

 

It was noted during the audit that 

depreciation had been incorrectly 

charged on the land at Benhurst in 

the current and preceding year. 

 

 

 

Recommendation  

 

We recommend that assets are 

depreciated at the rates in 

accordance with the Trust’s 

depreciation policy.   

 

 

 

Management implementation 

 

Depreciation rates were applied 

correctly this year therefore this point 

no longer applies.  

Fixed asset disposal    

 

It was noted that there were disposals 

of computer equipment in Benhurst 

which took place in July 2017 that had 

not been reflected in the accounting 

records.  This led to fixed assets 

being overstated in the year by 

£12,788 and depreciation calculations 

being incorrect, which has been 

amended in Appendix 1. 

 

 

Recommendation  
 

We recommend that the fixed asset 

register is reviewed regularly and any 

disposals adjusted accordingly. 

 

 

 

 

 

 

 

 

Management implementation 

 

No errors were found in relation to 

disposals this year. 
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Companies house records  

 

It was noted that there were a number 

of members and trustees who have 

resigned or been appointed recently, 

however Companies House has not 

yet been updated to reflect this. 

 

 

Recommendation  

 

We recommend that all relevant forms 

be completed and submitted to 

Companies House for appointed and 

resigned directors. 

 

 

 

Management implementation 

 

Companies House records are now 

up to date. 

 

Balance sheet control accounts 

 

It was noted that the fixed asset 

registers, prepayments, accruals and 

other control accounts had been 

prepared but not reflected in the 

accounting records.  This has resulted 

in a large volume of adjustments 

required during the audit, which are 

disclosed in Appendix 1. 

 

 

Recommendation  
 

We recommend that year-end 

adjustments for depreciation, 

pre-payments, accruals etc are 

agreed during the accounts 

preparation and posted within the 

accounting system ahead of the audit. 

 

 

 

 

Management implementation 

 

The accounting records were 

updated this year for all control 

accounts prepared. 
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Charities SORP (FRS 102): Update Bulletin 2 
 

On 5 October 2018, the Charity Commission and OSCR issued the much 

awaited second update bulletin to the Charities SORP to incorporate 

amendments made by the triannual review of FRS 102. 

 

The 20-page document is an add-on to the existing SORP and 

incorporates the below items as was expected when the draft was put out 

for commentary.  The amendments to the SORP are split into three 

categories.  The first section includes amendments which are based on 

clarification made by the FRC and do not relate to changes to the 

underlying text of FRS 102.  The second and third sections include 

amendments which are based on those changes made to the underlying 

text of FRS 102.  These are split between those which are significant and 

likely to have an impact on the financial statements of charities and those 

which are less significant or editorial in nature. 

 

Clarifying amendments 

 

 Clarifying the requirement to provide comparative information for 

all numbers included within the financial statements and the 

notes, unless otherwise stated in FRS 102 and the SORP. 

 The removal of the undue cost or effort exemption for depreciating 

assets comprising of two or more major components which have 

differing depreciation rates. 

 Clarifying the new regime in regard to payments by subsidiaries to 

their charitable parents that qualify for Gift Aid but was paid after 

the end of the reporting period.  

 

Significant amendments 

 

 Allowing charities that rent investment properties to other group 

entities to measure the investment property either at cost or at fair 

value. 

 Removing the undue costs or effort exemption for investment 

property components of mixed use properties to require 

measurement at fair value. 

 Removing the disclosure of stocks recognised as an expense in 

notes to the accounts. 

 A requirement for charities to prepare reconciliation of net debt as 

a note to the statement of cash flows. 

 Allows the transfer of activities through a subsidiary undertaking to 

be accounted as a merger. 

 Insertion of a definition of long term service potential. 

 

Other amendments 

 

 These are mainly textural changes except there is an additional 

disclosure requirement for charities that make loans in a similar 

manner to financial institutions. 

 

The effective date to apply the agreed amendments will be for accounting 

periods beginning on or after 1 January 2019. 
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Charity SORP Governance Review 
 

A panel set up to review the future development of charity reporting and 

accounting has now published its final report, making a number of 

recommendations under five key themes.  These recommendations are 

being made in order to ensure that the way charities report on their work 

can meet new public expectations and are fit for the future. 

 

The recommendations noted in the final report are that:- 

 

 The needs of the wider public and beneficiaries require 

a refocusing of the SORP and greater simplification of reporting 

requirements for smaller charities. 

 The SORP Committee should be retained but reforms are needed 

regarding size, composition and clarification of the respective roles 

of the SORP-making body and SORP Committee. 

 Broader and ongoing engagement is needed with a much wider 

group of stakeholders if the SORP is to continue to be fit for 

purpose. 

 The sector and charity regulators should collaborate to identify and 

codify best practice in non-statutory financial reporting. 

 The SORP-making body, supported by the Financial Reporting 

Council (FRC) needs to ensure that the redesigned SORP 

development process takes effect. 

 The charity regulators are asked to ensure that SORP process is 

adequately resourced to implement these recommendations. 

36 recommendations were made in total and these will now be submitted 

to the charity regulators for consideration and response. 

 

“If the Panel’s recommendations are implemented in full this will provide 

a sound basis for ensuring the SORP is not just technically fit for purpose 

but delivers on what the public want to know about the charities they fund 

and support and from which they benefit and is a framework which better 

addresses the reporting needs of smaller charities.” 

 

A copy of the final report can be viewed here:- 

https://www.gov.uk/government/publications/charities-sorp-governance-

review-2018-to-2019 

 

 

Fraud in the Charity Sector 

 

Fraud in the charity sector is unfortunately at an all-time high, with recent 

estimations being a loss of £2.3bn annually to the UK Not for Profit sector 

(an increase of some £400m from estimates shared in 2016).  Alongside 

our own Moore Kingston Smith specialists in this area, the sector is 

beginning to develop a suite of tools, guides and blogs which are worth 

a visit to ensure your Charity is aware of the key fraud considerations, 

potential pitfalls and suggested controls:- 

 

 The Fraud Advisory Panel (a registered charity and independent 

voice of the anti-fraud community) - 

https://www.fraudadvisorypanel.org/ 

 10 questions every Trustee should ask about Fraud and suggested 

policies - https://www.gov.uk/guidance/protect-your-charity-from-

fraud   

https://www.gov.uk/government/publications/charities-sorp-governance-review-2018-to-2019
https://www.gov.uk/government/publications/charities-sorp-governance-review-2018-to-2019
https://www.fraudadvisorypanel.org/
https://www.gov.uk/guidance/protect-your-charity-from-fraud
https://www.gov.uk/guidance/protect-your-charity-from-fraud
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 The National Cyber Security Centre - 

https://www.ncsc.gov.uk/news/advice-thwart-devastating-cyber-

attacks-small-charities 

 Action Fraud for reporting - https://www.actionfraud.police.uk/  

 

This area is notoriously fast-moving, with new areas of attempted fraud 

arising daily, but some of the prevalent current frauds and potential 

controls to protect your charity from these, include:- 

 

“Supplier mandate fraud” 

Contact is made from a “supplier” employee who is noting (either by phone 

or official headed notepaper) a change of bank details.  The bank details 

are fraudulent. 

 

Control to mitigate the risk – review and approval of all standing data 

supplier changes and calls to confirm BEFORE updates processed. 

 

“Batch supplier duplication” 

An example of an internal fraud – the details of a supplier are duplicated 

onto the system and the duplicate given the fraudulent party’s bank details. 

“Real invoices” are paid twice, hidden in the batch run, once real and once 

fraudulent. 

 

Controls to mitigate the risk – Approval of new suppliers and monthly 

management accounts reviews.  The additional payment debit will need to 

be either to a balance sheet code or will be seen through an inflated 

expense code on the SOFA. 

 

“Fraudulent staff/temp staff costs” 

The fraudulent party continues to pay staff after they have left (using 

updated fraudulent bank details), enrols ghost employees for payment or 

processes fake invoices through “busy” nominal codes such as temp staff 

costs. 

 

Controls to mitigate the risk - This fraud is almost always discovered 

through a review of management accounts vs budgets.  Preventive 

controls would include approval of staff detail changes and “lock down” on 

leavers details in a timely fashion. 

 

“E-mail takeover” 

An internet-based fraud that is expanding rapidly (and becoming more 

sophisticated).  The finance team receive an e-mail “from” the FD/CEO 

usually late afternoon, indicating they have forgotten to pay a key supplier 

and it should be paid immediately. 

 

The e-mail is fraudulent and so are the bank details given. 

 

Controls to mitigate the risk – Communication by phone or face to face to 

confirm details.  Do not allow payments to supplier details that do not 

match those saved on the standing data. 

 

 

Calculating holiday pay for irregular hours workers for 

schools 
 

Up until March 2018, employers calculated workers’ accrued holiday pay 

on the basis that holiday pay accrues at the rate of 12.07% for every day 

worked.  

https://www.ncsc.gov.uk/news/advice-thwart-devastating-cyber-attacks-small-charities
https://www.ncsc.gov.uk/news/advice-thwart-devastating-cyber-attacks-small-charities
https://www.actionfraud.police.uk/
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With effect from March 2018, this figure must be replaced by 17.5% for 

term-time employees and workers at independent schools who work 

irregular hours. 

 

The change covers casual workers, casual employees or workers or 

employees on zero hour contracts. 

 

The calculation is as follows:- 

 

The working year = 46.4 weeks 

 

The working year for independent schools is 32 weeks - this figure can be 

substituted if your school has a different number of weeks in its working 

year 

 

Therefore:-  

 

46.4 ÷ 32 weeks = 1.45 

1.45 x 12.07% = 17.5% 

 

Is this discrimination against workers with regular hours? 

It has been recognised that this could be a result of this method of 

calculation.  

 

However, whilst there is a duty to make sure that part-time workers do not 

receive any less favourable treatment than their full time counterparts, 

there is no duty to make sure that less favourable treatment does not 

happen to employees or workers with regular hours.   

 

Employers should not therefore be concerned about discrimination 

claims from full time workers or employees on this basis.  They 

should simply apply the correct calculation where necessary. 

 

Do I have to change the way I calculate holiday pay for all staff? 

Only for those workers and employees who work irregular hours.  The 

12.07% figure should still be used for workers and employees with regular 

hours, whether part-time or full time.   

 

Can we help further? 

The calculation of holiday pay can be difficult and, with new cases coming 

out on a regular basis, it is important to get the calculation right to avoid 

claims for an unauthorised deduction from wages.  We strongly advise 

moving away from using zero hours contracts and instead using casual 

worker agreements.  Should you require any assistance with establishing 

the correct calculation to use, with calculating holiday pay or information 

regarding casual agreements, please contact Moore Kingston Smith 

HR Consultancy on 01708 758958. 

 

 

PAYE Healthcheck 
 

The operation of PAYE is a fundamental task for every charity.  

 

This area of tax compliance requires a firm understanding of the 

procedures and regulations relating to payroll, expenses and benefits. 

There is a greater emphasis on the employer to get things right, with 

HMRC issuing automatic penalties for late filing and the submission of 

incorrect returns.  
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We are here to help our clients through this process and have the 

expertise to advise on all aspects of employment tax related matters. 

 

We are familiar with HMRC’s practices and can provide the following, in 

addition to audit services:- 

 

 Employment tax Helpline service; 

 Full or aspect PAYE healthchecks; and 

 Advisory reports on specific areas of employment tax and social 

security planning and compliance. 

 

HMRC aim to carry out an Employer compliance review every 5 years. 

Where errors are identified, penalties are normally charged.  Therefore, it 

is advisable to have a full or aspect PAYE healthcheck regularly, as 

a matter of course, which may identify areas that can be addressed before 

HMRC visit you. 

 

 

VAT reviews 
 

Although we consider VAT to allow us to sign the audit report, VAT is 

a complex area and the ever-increasing changes in VAT legislation 

coupled with recent findings from VAT case law do mean that it is 

becoming increasingly important for all charities to ensure compliance with 

the applicable regulations. 

  

To help our clients with VAT compliance, and to keep the risk of penalties 

at a minimum, Moore Kingston Smith offers a VAT review service which 

complements our independent examination services.  The VAT review, 

which we would recommend is carried out every 3-5 years, considers all 

significant areas of activity to determine whether the charity has 

a requirement to register for VAT and, if so, the liability of supplies as well 

as the need for any restriction of recovery.  For example, income streams 

that would be zero rated (and so no output VAT payable) form part of the 

charity’s VAT taxable turnover and so could result in a requirement to 

register. 

 

To find out more about our service or to discuss your particular needs and 

circumstances, please contact James Cross. 

 

 

Off-payroll working in the private sector: what it means for 

charitable organisations 

 

Following the release of recent HMRC guidance and the detail on the 

payroll working rules in the Government’s Draft Finance Bill, charitable 

organisations could see a substantially increased compliance burden and 

an increase of at least 13.8% on the cost of those contractors caught by 

the new regime.  

 

The new rules, which are due to come in to force from 6 April 2020, mean 

private sector charitable organisations, other than those qualifying as 

“small” (as per the Companies Act definition), will have to consider whether 

to deduct tax and national insurance from payments they make to 

contractors operating through their own limited companies.  The 

responsibility and rules for determining employment status for contractors 

who are not operating through a limited company (or other intermediary) 

remain the same. 
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If the organisation is paying an agency that has the contract with the 

individual’s personal service company, then the agency would be 

responsible for the deduction of these payroll taxes but you, as the end 

user of the services, must tell the agency, as well as the contractor, 

whether the off-payroll working rules apply. 

 

If these changes apply to your organisation (i.e. you are not classified as 

a small organisation) then you should review all relationships and contracts 

held with contractors, freelancers, consultants etc to determine whether 

you should be deducting tax at source.  

 

Many questions will arise for organisations, and the costs of getting this 

wrong could be substantial. 

 

If you would like help in navigating these complex rules please contact 

your usual Moore Kingston Smith advisor. 
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  Balance Sheet SOFA Effect on 

surplus 

  Dr Cr Dr Cr (Dr)/Cr 

Draft surplus/(deficit) per TB’s produced       (53,812) 

       

Audit journals - FBA       

Misc expenditure    17,401  (17,401) 

Other debtors   17,401    

To correct brought forward reserves       

       

Building improvements accumulated depreciation  3,622     

Furniture & equipment accumulated depreciation  3,877     

IT equipment accumulated depreciation  71,306     

Building improvements depreciation charge for the year     3,622 3,622 

IT equipment depreciation charge for the year     3,877 3,877 

Furniture & equipment depreciation charge for the year     71,306 71,306 

To correct depreciation       

       

Accruals  7,741     

Misc income     7,741 7,741 

Being the release of duplicated VAT reimbursement accrual       



Appendix 1: Corrected Misstatements and Reclassifications 

Page 15 

  Balance Sheet SOFA Effect on 

surplus 

  Dr Cr Dr Cr (Dr)/Cr 

       

Various expenses    8,811  (8,811) 

Accruals   8,811    

Accruals adjustments       

       

Bank interest received     375 375 

IT equipment accumulated depreciation  375     

To write off fixed asset difference       

       

Misc expenditure    4,319  (4,319) 

Stock   4,319    

To write off stock balance       

       

Apprenticeship levy creditor  33,798     

National insurance     33,798 33,798 

Being the release of the apprenticeship levy creditor       
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  Balance Sheet SOFA Effect on 

surplus 

  Dr Cr Dr Cr (Dr)/Cr 

       

Actuarial loss on defined benefit pension schemes 
   655,000  (655,000) 

Defined benefit pension costs 
   224,000  (224,000) 

Defined benefit pension scheme liability 
  879,000    

Being the movement in defined benefit pension scheme liability 
      

       

Audit journals – School fund       

Trip income    7,137  (7,137) 

Parent pay fees     53 53 

Deferred income   7,084    

Deferred income adjustments       

       

Audit journals – Margaretting       

Lloyds Current Account  439     

Accruals   439    

Being adjustment for cancelled cheques       
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  Balance Sheet SOFA Effect on 

surplus 

  Dr Cr Dr Cr (Dr)/Cr 

       

Lloyds Current Account   11    

Salaries – midday supervisors    11  (11) 

Being the reversal of duplicate journal       

 
      

Actuarial loss on defined benefit pension schemes 
   19,000  (19,000) 

Defined benefit pension costs 
   26,000  (26,000) 

Other income- local authority conversion 
   92,000  (92,000) 

Defined benefit pension scheme liability 
  137,000    

Being the movement in defined benefit pension scheme liability 
      

 
      

Income from other schools – teaching staff    4,581  (4,581) 

Misc income – learning resources    448  (448) 

Prepayments   5,029    

Being the reversal of prepayments already recognised       
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  Balance Sheet SOFA Effect on 

surplus 

  Dr Cr Dr Cr (Dr)/Cr 

Audit journals – Dame Tipping       

Funds inherited on conversion    23,949  (23,949) 

Other creditors   23,949    

Being the recognition of the deficit inherited on conversion       

       

Actuarial loss on defined benefit pension schemes 
   74,000  (74,000) 

Defined benefit pension costs 
   27,000  (27,000) 

Other income- local authority conversion 
   209,000  (209,000) 

Defined benefit pension scheme liability 
  310,000    

Being the movement in defined benefit pension scheme liability 
      

       

Audit journals- Benhurst 
      

Actuarial loss on defined benefit pension schemes 
   182,000  (182,000) 

Defined benefit pension costs 
   36,000  (36,000) 

Defined benefit pension scheme liability 
  218,000    

Being the movement in defined benefit pension scheme liability 
      

       

FINAL SURPLUS/DEFICIT      (1,543,697) 
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Engagement & Independence 
 

Our engagement objective was the audit of LIFE Education Trust. 

 

We have implemented policies and procedures to meet the requirements 

of the Financial Reporting Council’s (FRC) Ethical Standards.  To this end 

we considered our independence and objectivity in respect of the audit for 

the period under review before commencing planning our audit and 

communicated with you on these matters in our pre-audit letter dated 

26 September 2019. 

 

No other matters have come to our attention during the audit which we are 

required to communicate to you and the safeguards adopted were as 

described in our pre-audit letter. 

 

Qualitative aspects of accounting practices, accounting 

policies and financial reporting 
 

Based on our audit work performed, we believe that the Governors’ Report 

and financial statements for the period under review comply with 

United Kingdom Accounting Standards and the Companies Act 2006. 

 

During the course of our audit of the financial statements for the period 

under review we did not identify any inappropriate accounting policies or 

practices. 

 

Matters specifically required by other Auditing Standards to 

be communicated to those charged with governance 
 

Other than as already explained in our Engagement Letter, Pre-Audit 

Letter and this Post-Audit Management Report, there are no other specific 

matters to communicate as a result of our audit of the financial statements 

under review. 

 

 


