




















23 May 2024

Becky.Smith
Stamp

























































23 May 2024

Becky.Smith
Stamp





































 

Baxter & Co. Chartered Certified Accountants 
Lynwood House, Orpington, Kent, BR6 8QE 

E: schools@baxter.co.uk  | T: 01689 877081 | W: www.baxter.co.uk 

 

 

 

 

 

 

 

Laleham Lea School 
 

 

Audit Findings and Management Letter 
 

Audit for the year ended 31 August 2023 

 

Prepared 15th March 2024 

 

mailto:schools@baxter.co.uk
http://www.baxter.co.uk/


 

Baxter & Co. Chartered Certified Accountants 
Lynwood House, Orpington, Kent, BR6 8QE 

E: schools@baxter.co.uk  | T: 01689 877081 | W: www.baxter.co.uk 

 

1 

 

Contents 

Introduction ...................................................................................................... 2 

The Audit Process ............................................................................................. 3 

Audit approach and scope ............................................................................ 3 

Significant risk audit areas ................................................................................ 4 

Materiality .................................................................................................... 6 

Objectivity and Independence...................................................................... 6 

Amendments to financial statements .............................................................. 7 

Recommendations for the current year ........................................................... 8 

Accounting system and Internal control .......................................................... 8 

Expected modifications to the auditor’s report ......................................... 11 

Significant difficulties encountered during the audit ................................. 11 

Significant matters, if any arising from the audit ....................................... 11 

Other action points – Reminders and Submissions .................................... 11 

 

 

  

mailto:schools@baxter.co.uk
http://www.baxter.co.uk/


 

Baxter & Co. Chartered Certified Accountants 
Lynwood House, Orpington, Kent, BR6 8QE 

E: schools@baxter.co.uk  | T: 01689 877081 | W: www.baxter.co.uk 

 

2 

Introduction

Following completion of our audit fieldwork, we present our audit findings 
report and management letter for the attention of the Trustees and those 
charged with governance of Laleham Lea School on the financial statements 
for the year ended 31 August 2023. This report summarises key issues in 
connection with the audit of financial statements, which we consider should 
be drawn to the attention of the Trustees. 

The report has been prepared for the purpose of recording the audit scope, 
approach and risk areas and for communicating audit issues raised with those 
charged with governance. 

We have listed possible improvements to accounting and internal control 
systems. This does not comprise a comprehensive statement of all weaknesses 
that may exist or of all improvements that could be made. It addressed only 
those matters that have come to our attention as a result of the audit 
procedures we have performed for the purpose of expressing an opinion on 
the financial statements. As required by International Standards on Auditing 
(UK and Ireland) the audit included consideration of internal controls relevant 
to the preparation of the financial statements in order to design appropriate 
audit procedures but not for the purpose of expressing an opinion on the 
effectiveness of internal control. 

The report has been prepared in compliance for reporting to the and to comply 
with the provisions of International Standards on Auditing. No reports may be 
provided to third parties, without our prior consent. Consent will only be 
granted on the basis that such reports are not prepared with the interest of 
anyone other than the Charity in mind and we accept no duty of care or 
responsibility to any other party. The report may not be relied upon for any 
other purpose. No responsibilities are accepted by Baxter & Co. towards any 
party acting or refraining from acting as a result of this report. 

 

 

 

 

For ease of reference, we have summarised and prioritised our findings below: 

High priority recommendations 0 

Medium priority recommendations 6 

Low priority recommendations 2 

Total 8 

 

High risk: issues where there is a risk of significant financial impact on the 
Charity that must be addressed immediately. 

Medium risk: issues where there is a risk of moderate financial impact on the 
Charity that should be addressed soon; and 

Low risk: issues that relate to minor control deficiencies or enhancements in 
control efficiency. These should be addressed within an agreed timescale. 

If you have any queries regarding the matters raised in this report, or other 
issues of concern, please contact us as soon as possible. 

Finally, we would like to express our thanks to all of the Charity’s staff that 
assisted us in carrying out our work.  

 

 

Baxter & Co. 
Lynwood House, Crofton Road 
Orpington 
Kent BR6 8QE 
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The Audit Process 

Audit approach and scope 

Our general audit approach is determined by our assessment of the audit risk, 
both in terms of the potential misstatement in the financial statements and of 
the control environment in which the Trust operates. Our outlined approach 
is summarised as follows. 

• we will update our understanding of the Charity and its environment 
through discussions with management and a review of available 
financial information; 

• we will obtain evidence to support material balance sheet accounts 
and perform analytical review procedures of income and expenditure 
streams; 

• we will review the design and implementation of key internal financial 
control systems, including reviewing the reports issued from the 
internal assurance reviewer;  

• we will review the adequacy of material disclosures in the financial 
statements in accordance with FRS102 and the Charities SORP; 

• we will review the information in the Trustees’ Report for the financial 
year ensuring it is consistent with the financial statements; and 

• we will form an opinion whether the financial statements give a true 
and fair view of the state of the Trust’s affairs as at 31 August 2023. 
 

Overall audit strategy 

We performed a risk based audit, focusing our work on key audit areas. 

ISAs assume that “significant” risks will arise on most audits. Significant risks 
are often derived from business risks that may result in a material 
misstatement, relate to unusual transactions that occur infrequently, or 
judgemental matters where measurement is uncertain. We held an initial 
planning meeting with key management and finance staff to ascertain 
management’s own view of potential audit risk and to gain an understanding 
of the Trust’s activities. We also developed an in depth understanding of the 
accounting systems and controls so that we may ensure their adequacy as a 

basis for the preparation of the financial statements and that proper 
accounting records have been maintained. 

ISAs also state that “routine, non-complex transactions that are subject to 
systematic processing are less likely to give rise to significant risks because 
they have lower inherent risks”. Our work in these areas will be proportionally 
less than in the significant risk areas.  

In areas where we identify the potential for significant risk, we will extend our 
audit testing to include more detailed substantive work. 

 

Significant risks 

As part of our audit procedures, we are required to consider significant risks 

that require our attention including: 

• Whether there is a fraud risk; 

• The complexity of transactions; 

• Significance of transactions with related parties; 

• Degree of subjectivity in the measurement of financial information; 

and 

• Transactions outside the normal course of the Charity’s business. 

The identified significant audit risks were communicated to you in our audit 

planning letter issued before our main fieldwork began. We now note the 

work performed and conclusions drawn on the following pages: 

  

mailto:schools@baxter.co.uk
http://www.baxter.co.uk/


 

Baxter & Co. Chartered Certified Accountants 
Lynwood House, Orpington, Kent, BR6 8QE 

E: schools@baxter.co.uk  | T: 01689 877081 | W: www.baxter.co.uk 

 

4 

Significant risk audit areas 

 
Significant 
Risk 

Explanation of the risk 
Audit work performed 

Conclusion 

1.  
Revenue 
recognition 

 

There is an assumption that revenue recognition is 
a fraud risk. 

 

Income from grants should be recognised when the 
conditions of recognition have been satisfied. 

 

Income from contracts should be recognised in the 
period to which entitlement exists. 

 

Classification of income between restricted and 
unrestricted funds potentially relies on 
managements decisions. 

 

We documented systems and controls carrying out 
our audit procedures to ensure income is recorded 
correctly in the period. 

We discussed with Charity finance staff whether 
any cases of fraud had occurred during the period. 
We also reviewed governors’ minutes of meetings. 
We have not been made aware of any fraud during 
the period. 

Our testing included verifying income to funding 
agreements and supporting documentation to 
ensure income is recognised in the correct period. 

Consideration of whether income had been 
correctly classified between restricted and 
unrestricted funds by reviewing and terms and/or 
conditions was undertaken. 

Our audit work has not 
identified any material errors 
relating to income recognition, 
whether relating to fraud or 
error. 

2.  
Management 
override 

The trustees and management have the primary 
responsibility for detection of fraud as part of their 
role in preventing fraudulent activity. They should 
ensure a robust system of internal controls exist to 
facilitate prevention.  

Auditing Standards presume a significant risk of 
management override of the system of internal 
controls.  

Our audit work is designed to provide reasonable 
assurance that the accounts are free from material 
misstatement, whether caused by fraud or error.  

During our audit we considered the possibility of 
manipulation of financial results, for example the 
use of journals or management estimates, such as 
provisions and accruals. These have been reviewed 
as part of our substantive audit work. 

 

Our audit procedures have not 
identified any instances of 
management override. 
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Significant 
Risk 

Explanation of the risk 
Audit work performed 

Conclusion 

Our audit may serve to act as a deterrent, but we 
are not responsible for preventing fraud or 
corruption. 

3.  
Related and 
connected 
parties 

We are required to consider whether disclosures in 
the financial statements concerning related party 
transactions are complete and comply with 
Companies Act 2006. 

A Companies House/Charity Commission search 
was completed for each of the trustees to identify 
possible related parties with which the Charity may 
have transacted. 

We have requested written management 
representations from you confirming the full 
disclosure of related party transactions. 

Our audit work has provided 
assurance that the related party 
transactions disclosed in the 
financial statements are 
complete. 
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Materiality 

We apply the concept of materiality both in planning and performing the audit, 
and in evaluating the effect of identified misstatements on the audit and the 
impact of uncorrected misstatements. 

Materiality is an expression of the relative significance of a particular matter 
in the context of the financial statements as a whole. An item will be 
considered material if its omission would reasonably influence the decisions 
of those using the financial statements.  

Auditors examine financial statements on a test basis. The level of testing we 
will carry out is based on our assessment of the risk that an item in the financial 
statements may be materially misstated. As such, it is neither practical nor 
appropriate to give an indication of the value of an item we would consider to 
be material although, clearly, we do relatively more work in areas where the 
risk of misstatement is considered to be high. 

We have assessed the materiality by considering the total income of the 
Charity, net of capital income together with other relevant indicators. A lower 
measure of materiality was set for those specific areas where the nature of the 
transactions requires this. 

Individual errors or accumulated errors, found during the course of the audit 
that are in excess of materiality were discussed with you and adjustments 
were made to the financial statements. If the adjustments had not been made, 
our audit report would be modified. Any adjustments found during the audit 
that are below the relevant materiality lever have been sent for consideration 
by the Trustees. 

Objectivity and Independence 

As agreed with you, the provision of non-audit services to you results in a 
potential threat to our independence. We can confirm that, as required by 
professional ethical standards, we have implemented appropriate safeguards 
to deal with this threat, in accordance with the guidance issued by our 
professional body. 

We note that in addition to performing the statutory audit, we also provide 
the following non-audit services: 

a) Preparation of statutory financial statements from the Charity’s trial 
balance; 

b) Provision of general advice as required; 
c) Preparation of corporation tax computation and CT600 return. 

The following safeguards are in place in respect of providing of the above 
non-audit services to ensure our independence: 

a) Preparation of statutory financial statements from the Charity’s trial 
balance is carried out by a dedicated accounts production team 
separate from audit and is a mechanical function presenting the 
Charity’s results for the period in the required format. Any 
adjustments to the figures will be made following discussion and 
approval by the Charity. The process of preparation of the financial 
statements is reviewed by an independent manager prior to 
completion; 

b) General advice and assistance with accounting queries during the 
period is not considered significant for this Charity; 

c) The completion of the taxation computation and other corporation tax 
compliance is carried out by a separate tax department. 
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Amendments to financial statements  

It is considered good practice to inform you of any material adjustments within 
the financial statements presented for audit that have been discovered during 
the audit process as well as adjustments notified to us by you. Set out below 
is a list of audit adjustments for which you have authorised adjustment to the 
financial statements, and the impact of those adjustments. 

 Effect on Fund 
Reserves (£) 

Funds per ledger 809,011 

Correction to mis-posted asset -494 

Fixed asset addition 12,240 

Remove bad debt provision  9,446 

Introduce bank interest 2,044 

Audit and accounts preparation accrual -8,730 

Reverse prior year accrual  900 

Remove duplicate interest -849 

Introduce accrual in respect of settlement -99,215 

Funds per Accounts 724,353 

 

In addition to the above, some presentation adjustments have been included 
in the financial statements although these have had no impact on the total of 
fund balances, including the allocation of income and expenditure to relevant 
funds 

Other than the listed adjustments, we have not identified any misstatements 
or omissions (unless clearly trivial) from the financial statements, which have 
not been adjusted by you.  
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Recommendations for the current year 

Accounting system and Internal control  

We set out below a summary of the matters identified from our audit work relating to the accounting system and internal control weaknesses. We have included 
our view of the priority (low, medium, or high) of each point. In arriving at our view of priority we have considered both the potential impact of the weakness 
identified and the likelihood of the related risk materialising. 

Description and impact Recommendation Management Response Priority 

Declaration form was not held on file 
for resigned School Business 
Manager. 
 

Impact: Incomplete records of annual 
declarations. A risk of related party 
transactions going unnoticed.  

We recommend that evidence of 
annual declarations of business 
interests are obtained and retained on 
file.   

The School Business Manager 
requested that the Clerk maintains all 
HT/DH and SBM DoI forms alongside 
the governor DoI forms. 

Low 

Salary letters held on file were noted 
to be unsigned. 
 

Impact: Pay not evidenced as being 
independently authorised. 

We recommend copies of signed 
salary extension letters are retained 
on file as evidence of rates of pay 
being authorised at appropriate levels. 

The School Business Manager will 
ensure the signed copies are held on 
file.  

Medium 

Evidence for authorisation of 
overtime hours was not held on file. 
We were informed that this was likely 
to have been authorised via email. 
 

Impact: Pay not evidenced as being 
independently authorised. 

We recommend that authorisation 
evidence is retained on the monthly 
payroll file.  

The School Business Manager already 
implemented a system whereby staff 
complete an overtime form to be 
authorised. A front cover of overtime 
is completed each month for all the 
overtime within the month. The HT 
and SBM review this together before 
the overtime is recorded on the salary 
calculations spreadsheet. The cover 
sheet is authorised by the HT & SBM. 

Medium 
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Description and impact Recommendation Management Response Priority 

Instances where invoices had not 
been evidenced as authorised. 

 

Impact: A risk that funds could be 
misappropriated. 

We recommend that authorisation of 
invoices is appropriately evidenced.  

The School Business Manager will 
ensure that all invoices are evidenced 
as authorised.  

Medium 

Instances where payment runs had 
not been evidenced as authorised.  

 

Impact: A risk that funds could be 
misappropriated. 

We recommend that BACS transaction 
reports are signed to evidence the 
approval of payment to suppliers. 

The School Business Manager has 
implemented this. Checks were 
evident on BACS payments tested 
later in the year. 

Medium 

Two transactions we tested did not 
have a supporting purchase order on 
file where one would be expected. 
One transaction that did have a 
supporting purchase order however 
this was not authorised. 

 

Impact: payments are not authorised 
before expenditure is incurred. 

We recommend that purchase orders 
are raised where possible and 
authorised prior to the expenditure 
being incurred. 

The School Business Manager is 
implementing purchase order forms. 

Low 

One expenditure transaction tested 
did not have a supporting invoice on 
file.  

 

Impact: payments are not authorised. 
A risk that funds could be 
misappropriated. 

We recommend that all invoices are 
held on file and evidenced as 
authorised.  

The new SBM is ensuring that all 
supplier authorised invoices are only 
filed in the purchase ledger files. 
Previously, invoices in other various 
files not specific to purchase ledger 
invoices. 

Medium 
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Description and impact Recommendation Management Response Priority 

Instances where banking has been 
made from petty cash to the current 
account.  

For one sample, no signatories were 
recorded to approve the cash 
counted and subsequently banked. 

For another sample, only the School 
Business Manager had signed.   

For another sample, a higher amount 
was banked than that had left the 
petty cash account. No record of this 
on the petty cash file.  

We recommend that in all instances 
when counting petty cash, two 
signatories are recorded.  

 

The School Business Manager 
informed me that there will be one 
last reconciliation of cash, this will be 
counted and signed by two 
individuals. Cash will then no longer 
be in use.  

Medium 
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Expected modifications to the auditor’s report 

We have substantially completed our work and intend to issue an unmodified audit opinion, subject to the trustees’ approving the financial statements and any 
minor outstanding items being received and/or completed. Other matters to be communicated with those charged with Governance. 

Significant difficulties encountered during the audit 

We did not encounter any significant difficulties during the audit  

Significant matters, if any arising from the audit 

There are no further significant matters that we need to bring to your attention.  

Going Concern 

The Trustees need to give consideration to the level of reserves maintained and consider going concern for a period being at least 12 months from the approval of 
the accounts. 

Other action points – Reminders and Submissions 

1) A written reply should be prepared in response to this report. Please return it to us keeping a signed copy for your own records. 
2) On return to us of the signed statutory accounts and the signed letter of representation which must be on the Charity’s headed paper, we will certify the 

audit report(s) and send you the certified accounts for submission to the Charity Commission (the filing deadline is 30 June 2024). 
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