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Manchester 
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28 November 2017 

 

Dear Board of Governors  

Audit for the year ended 31 August 2017 

Following the completion of our audit fieldwork on the financial statements of Wise Owl Trust for the year ended 31 August 2017 we have pleasure in submitting our 
Audit Findings Report setting out the most significant matters which have come to our attention during our audit and of which we believe you need to be aware when 
considering the financial statements. The matters included in this report have been discussed with Wise Owl Trust’s management during our audit and at our closing 
meeting on 27th November 2017. Debbie Ollerenshaw has seen a draft of this report and we have incorporated their comments and/or proposed actions where 
relevant. Vicky Szulist will be attending your meeting on 7th December 2017 and will be pleased to provide any further information or clarification you may require. 

We would like to express our appreciation for the assistance provided to us by the finance team and the other staff at the academy during our audit.  

Use of this report 

This report has been provided to the Finance/Audit Committee to consider and ratify on behalf of the Board of Governors of Wise Owl Trust, in line with your 
governance structure. We accept no duty, responsibility or liability to any other parties, since this report has not been prepared, and is not intended, for any other 
purpose. It should not be made available to any other parties without our prior written consent.  

Yours sincerely 

 

Crowe Clark Whitehill LLP 
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1 Audit overview 

1.  Audit overview

Audit scope and approach 

Our audit work has been undertaken for the purposes of forming our audit 
opinion on the financial statements of Wise Owl Trust prepared by 
management with the oversight of the Board of Governors and has been 
carried out in accordance with International Standards on Auditing (UK) 
(‘ISAs’).  

Our work combined substantive procedures, involving on a test basis direct 
verification of transactions and balances (including obtaining confirmations 
from third parties where we considered this to be necessary), with a review of 
certain of your financial systems and controls where we considered that these 
were relevant to our audit. No restrictions or limitations were placed on our 
work.  

Communicating significant findings from our audit 

We are required by ISAs to communicate with the Board of Governors as 
“those charged with governance” various matters from our audit including: 

 our views about significant qualitative aspects of the trust’s 
accounting practices, including accounting policies, accounting 
estimates and financial statement disclosures,  

 significant difficulties, if any, encountered during the audit,  

 any significant matters arising during the audit and written 
representations we are requesting,  

 circumstances that affect the form and content of our auditor’s report, 
if any, and  

 any other significant matters arising during the audit that, in our 
professional judgment, are relevant to the oversight of the financial 
reporting process.  

 We have included comments in relation to the above where relevant 
in the subsequent sections of this report.  

We also report to you any significant deficiencies in internal control identified 
during our audit which, in our professional judgment, are of sufficient 
importance to merit your attention.   

You should note that our evaluation of the systems of control at the Wise Owl 
Trust was carried out for the purposes of our audit and accordingly it is not 
intended to be a comprehensive review of systems and processes. It would 
not necessarily reveal all weaknesses in accounting practice or internal 
controls which a special investigation might highlight, nor irregularities or 
errors not material in relation to the financial statements.  

 

Audit completion 

We have substantially completed our audit in accordance with our Audit 
Planning Letter which was sent to you and the senior management team on 
26th September 2017, subject to the matters set out below.  

 Novation of lease re new building at Briscoe Lane. 

 Completion of the post-Balance Sheet events review.  

 Review of the final financial statements. 

 Receipt of the signed letter of representation.  

The final three items we have identified as outstanding are work we usually 
carry out just prior to us signing our audit report.  

We will report to you orally in respect of any modifications to the findings or 
opinions contained in this report that arise on completion of the outstanding 
matters. On satisfactory completion of the outstanding matters, we anticipate 
issuing an unmodified audit opinion on the truth and fairness of the financial 
statements.  

We also expect to issue an unqualified Regularity Opinion. 
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2 Audit overview 

Critical audit matters 

We have identified completeness of income and management override of 
controls as being significant to the financial statements. We have considered 
these matters further in section 2 of this report.  

Other key audit matters 

In section 3 we have also discussed in detail the findings from our work in 
relation to the following matters.  

 Regularity and propriety reporting.  

 Academies Accounts Direction (“AAD”) 2016-17 

 SORP Information Sheet 1 

 Local Government Pension Scheme  

 Controls over disclosures 

 Going concern 

 Treatment of new building at Briscoe Lane 

 

Materiality and identified misstatements 

As we explained in our Audit Planning Letter, we do not seek to certify that the 
financial statements are 100% correct; rather we use the concept of 
“materiality” to plan our sample sizes and also to decide whether any errors or 
misstatements discovered during the audit (by you or us) require adjustment. 
The assessment of materiality is a matter of professional judgement but 
overall a matter is material if its omission or misstatement would reasonably 
influence the economic decisions of a user of the financial statements.  

The audit materiality for the financial statements set as part of our audit 
planning took account of the level of activity of funds held by Wise Owl Trust 
and was set at approximately 1% of total incoming resources. We have 
reviewed this level of materiality based on the draft financial statements for 
year ended 31 August 2017 and are satisfied that it continues to be 
appropriate with 1% of incoming resources being £83,000.  

We also report to you any unadjusted individual errors other than where we 
consider the amounts to be trivial, and for this purpose we have determined 
trivial to be approximately 3% of our audit materiality.  

We are pleased to report that there are no remaining unadjusted items 
identified from our audit in excess of the above trivial limit.  

Ethical Standards 

Crowe Clark Whitehill LLP has procedures in place to ensure that its partners 
and professional staff comply with both the Ethical Standards and the Guide 
to Professional Ethics issued by The Institute of Chartered Accountants in 
England and Wales.  

We consider that there are no further developments in relation to these 
standards since the date of our Audit Planning Letter which should be brought 
to your attention.  

Legal and regulatory requirements 

In undertaking our audit work we considered compliance with the following 
legal and regulatory requirements, where relevant.  

 Companies Act 2006 

 Financial Reporting Standard 102 (FRS 102) 

 The Charities SORP (FRS102) (effective 1 January 2015) 

 Academies Account Direction 2016 to 2017 

 Academies Financial Handbook 2016 

 Applicable Accounting Standards 

Financial statements 

The Board of Governors of Wise Owl Trust are responsible for the preparation 
of the financial statements on a going concern basis (unless this basis is 
inappropriate). The Board of Governors are also responsible for ensuring that 
the financial statements give a true and fair view, that the process your 
management go through to arrive at the necessary estimates or judgements is 
appropriate, and that any disclosure on going concern is clear, balanced and 
proportionate.  
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3 Audit overview 

Governors’ responsibilities 

Under the provisions of the Companies Act, the Board of Governors’ Report is 
required to include a statement confirming for each Governor who was a 
director at the time of the approval of the financial statements that:  

 they have each taken all the steps that they ought to have taken as a 
director in order to make themselves aware of any relevant audit 
information and to establish that the company’s auditor is aware of 
that information; and  

 so far as they are aware there is no relevant audit information of 
which the company’s auditor is unaware.  

This report has been prepared for the private use of the Board of Governors 
of Wise Owl Trust and its contents should not be disclosed to third parties 
without our prior written consent. We assume no responsibility to any other 
person who has access to this report.  
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4 Significant matters from our audit 

2.  Significant matters from our audit 

We reported in our Audit Planning Letter a number of areas we identified as having specific audit risk including the potential risk from management override of 
controls which auditing standards deem to be a significant risk for all audits. We have commented below on the results of our work in these areas as well as on any 
key additional risks, judgements or other matters in relation to the financial statements of Wise Owl Trust identified during our audit.  

 

2.1 Completeness of grant and other income recorded in the 
financial statements 

As part of our audit we have carried out the following testing and reviews on 
the Academy’s income:  

 Agreement of the General Annual Grant through to the ESFA funding 
letter and receipts from the nominal into the bank;   

 Agreement of a sample of other grant income from documentation to 
ensure correctly recorded and that any restrictions are adhered to;   

 Review of pupil census to ensure that pupil numbers are in line with 
the funding numbers and that any clawback of GAG is accurate; 

 Agreement of a sample of other income from supporting documents, 
ensuring that income is correctly accrued/deferred as applicable and 
that any restrictions are adhered to; 

 Comparisons of income recorded to budgets and to schedule of 
income that we believe the academy is entitled to. 

A review of income identified CIF income of £225,884 which was not 
recognised in the draft accounts as not received at the year end. We have 
recognised this income and the Salix loan element of £11,827 as the trust was 
entitled to all the income at the date it was awarded in 16/17. 

2.2  Management override of controls 

Auditing standards require us to consider as a significant audit risk areas of 
potential or actual management override of controls. In completing our audit 
we have therefore considered the following matters.  

Significant accounting estimates and judgements 

Management have made a number of necessary significant accounting 
estimates and judgements which impact the financial statements. We 
identified the following for specific audit review: 

 the assumptions adopted by management and used by the actuary to 
calculate the pension liability; 

The report from the actuary was obtained and reviewed. The independence of 
the actuary was reviewed and no issues were noted.  

Controls around journal entries and the financial reporting process 

We reviewed and carried out sample testing on the academy’s controls 
around the processing of journal adjustments (how journals are initiated, 
authorised and processed) and the preparation of the annual financial 
statements. We also considered the risk of potential manipulation by journal 
entry to mask fraud.  

We did not identify any instances of management override of controls or other 
issues from our sample testing of Wise Owl Trust journals. However, we note 
that journal processing can be an area of potential risk and it is good practice 
to include consideration of this within the overall Wise Owl Trust risk 
assessment.  

Significant transactions outside the normal course of business 

We are required to consider the impact on the financial statements if there are 
any significant transactions occurring outside of the normal course of the 
academy’s business.  

No such transactions were notified to us by management, nor did any such 
transactions come to our attention during the course of our work.  
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5 Other matters from our audit 

3.  Other matters from our audit 

In addition to matters relating to the key areas of accounting and audit focus as reported in Section 2, we have also noted the following matters from our audit work 
which we should bring to your attention.  

 

3.1 Regularity and propriety reporting 

The types of procedure applied to obtain sufficient appropriate evidence to 
support the conclusion on the regularity of transactions in the financial 
statements of an entity are the same as those applied to provide assurance 
over any other financial statement assertion. However the level of work 
required to support a limited assurance conclusion may be less than that 
required to support a reasonable assurance conclusion.  

The analysis needed to inform the regularity opinion goes beyond that 
required to support statutory audit work, but may involve normal sources of 
audit evidence as the evidence base is the same. In many areas, dual testing 
of the same sample could provide evidence to support both engagements.  

An integrated approach is likely to bring efficiencies and enable a rounded 
picture of the Academy’s activities and this is the approach we have taken. 

Our regularity opinion was formed from conclusions formed under the 
following headings: 

 Delegated authorities – consideration and review of any transactions 
requiring prior and written approval from the Secretary of State and 
disclosure in the financial statements 

 Transactions with connected parties – consideration and review of 
related party transactions, ensuring they took place at no more than 
“cost”; review of counter party declarations 

 Governance –  review of budgeting procedures and consideration of 
instances of irregular activities 

 Internal control – review of authorisation procedures; tendering 
procedures; legitimacy of expense claims 

 Other – consideration of “value for money" 

No issues have come to our attention as a result of this work. 

3.2 SORP Information Sheet 1 

This information sheet was published in April 2017 and seeks to clarify the 
application of the SORP or particular recommendations contained within the 
SORP. We have reviewed the guidance in this information sheet with your 
finance team and have agreed the following changes to the Report and 
Financial Statements to reflect this guidance. 

 Inclusion of a comparative Statement of Funds note and comparative 
analysis of Net Assets between Funds note. 

 

3.3 Academies Accounts Direction (“AAD”) 2016-17 

Changes have been made to the Governance Statement to include narrative 
explaining changes to the composition of the board of trustees, the coverage 
of the board’s work, the board’s performance, its effectiveness and any 
challenges that have arisen, and information about the quality of the data 
used by the board and why it is deemed acceptable. 

3.4 Local Government Pension Scheme (LGPS) deficit 

The LGPS pension liability has been recognised in the financial statements 
following receipt of the latest actuarial valuation as at 31 August 2017. The 
value of the liability at the year-end is £1.74 million which represents a 79% 
decrease compared to the previous year.  
 

We have identified an apparent difference between the total employer’s 
contributions made by the trust during the year to that advised by the Actuary 
as part of the closing actuarial valuation. Total employers contributions 
(including lump sum payments) paid by the trust amount to £305,546 
compared to £301,000 advised by the Actuary.  
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6 Other matters from our audit 

The difference is £4,546 and is not considered to be material to the trust’s 
financial statements, nor to the total LGPS pension deficit however we 
recommend that the difference is followed up in due course as the difference 
could impact upon future lump sum payments that the constituent academies 
could be asked to pay to the LGPS. 

We have not proposed an adjustment for this amount given the level of 
subjectivity that this difference could have on the LGPS pension deficit, 
although we are satisfied that the difference would not result in a material 
misstatement in the financial statements. 

3.5 Controls over disclosures 

We have nothing to report on the way in which disclosures have been 
prepared by management. Generally, disclosures provided to us were 
accurate and in line with the AAD 16/17. 

3.6 Going Concern 

When forming an opinion as to whether the financial statements give a true 
and fair view both the governors and the auditors need to consider if the going 
concern assumption is appropriate.  

The result for the year ended 31 August 2017 was a surplus of £138,781 
excluding the restricted fixed asset funds and £464,781 excluding the fixed 
asset and pension funds. 

However, from our audit clearance meeting discussions and review of the 
three year budget, we understand that a deficit of £11,904 is forecast for 
17/18 and £19,409 loss in 18/19 increasing to £377,417 loss expected in in 
19/20. 

We understand that the coming deficit is being actively addressed with 
additional cost cutting initiatives.  

As part of our audit procedures we have reviewed the three year budget for 
the years ending 31 August 18/19/20 which covers at least 12 months from 
the date at the financial statements will be signed. These documents are 
consistent with our understanding of the ongoing direction for Wise Owl Trust.  

The trust had unrestricted reserves of £1,280,024 and fixed assets of 
£11,855,853 as at 31 August 2017. The losses expected going forward do not 
therefore immediately bring the going concern status of the charity into 
jeopardy. We however suggest that the governors monitor the position 
carefully going forward. 

3.7 New building at Briscoe Lane 

The donation of £3,350,000 included in the accounts this year relates to 
Briscoe Lane Academy. 

 During the year the trust received a novation of the lease from the local 
authority for the seven classroom expansion at Briscoe Lane to enable 
capacity to be increased to three form entry.  

The buildings were in use at March 2016 however we did not recognise the 
property in the prior year’s financial statement as the risk and rewards of 
ownership had not yet been passed over to the trust. The novation of the 
lease was signed on (XXX DATE TO COMEXXX) therefore we have 
recognised the building in the accounts as a donation and fixed asset in 
2016/17. 
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7 Systems and controls issues 

4.  Systems and controls issues 

We are pleased to note that we identified no potential improvements to the academy’s processes and controls during our audit work. 

Our evaluation of the systems of control at Wise Owl Trust was carried out for the purposes of our audit and accordingly it is not intended to be a comprehensive 
review of your business processes. It would not necessarily reveal all weaknesses in accounting practice or internal controls which a special investigation might 
highlight, nor irregularities or errors not material in relation to the financial statements.  

We have included as a separate appendix a brief update on the matters we raised last year.  
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8 Reporting audit adjustments 

5.  Update from last year 

We have set out below the systems and control issues on which we reported after our audit last year together with an update on how the points raised have been 
addressed including information on the progress made at the time of the audit of the 2016 financial statements.  

Recommendation fully implemented or no longer relevant  (1 Fully resolved) 

Recommendation partially implemented  (0 Partially resolved) 

No progress on recommendation  (0 Unresolved) 

Please note that these colour codings are based on the status of the actions taken rather than the severity of the observation which is shown against the observation 
itself.  

Observations in 2016  Update 2017 

1. Catering Income 

When testing catering income it was identified that Old Hall Drive attach weekly catering 
income sheets to the banking sheet as part of their process. As a result there is a clearer link 
between the documentation and amounts per the bank. 

We recommend that the same system is adopted at Briscoe Lane and Seymour Road and 
understand that this has already been put in place. 

 

 

 

Noted that all academies now follow the same 
process and there is a clear link between 
documentation and amounts banked. 
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9 Reporting audit adjustments 

 

6.  Reporting audit adjustments 

International Standard on Auditing (UK) require that we report to you all misstatements which we identified as a result of the audit process but which were not 
adjusted by management, unless those matters are clearly trivial in size or nature.  

Our audit approach is based on consideration of audit materiality as explained in section 1 of this report. We determine materiality for the purposes of the academy’s 
statutory reporting by our judgement as to what adjustments would influence the readers’ perceptions of the financial statements. We do not therefore seek to review 
all immaterial amounts.  

For the purpose of reporting non-trivial items identified as a result of our audit work which have not been adjusted in the financial statements we set out in our Audit 
Planning Letter  that we would report unadjusted misstatements greater than £2,500 unless they are qualitatively material at a lower amount.  

We are pleased to report that there are no remaining unadjusted items identified from our audit in excess of the above trivial limit.  
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