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INTRODUCTION AND SUMMARY

This report summarises our key findings in connection with the audit of the financial statements for The 
International College of Oriental Medicine (U.K.) Limited for the year ended 31 August 2025.

Audit approach
Our work was planned and performed in order to issue an audit opinion on the financial statements in 
accordance with International Auditing Standards on Auditing (ISAs) and the terms of our letter of 
engagement.  Our audit approach is a risk based approach. Founded on us gaining a thorough 
understanding of the entity and its business in order to allow us to identify the risks of material 
misstatement within the financial statements.  To do this, we consider both the risk inherent in the 
financial statements themselves and the control environment in which the entity operates.  We then use 
this assessment to develop an effective and efficient approach to the audit.

Limitations
Our audit procedures which have been designed to enable us to express and opinion on the financial 
statements, have included an examination of the transactions and controls thereon.

Our audit included consideration of internal controls relevant to the preparation of the financial 
statements in order to design audit procedures that are appropriate on the circumstances, but not for 
expressing an opinion of the effectiveness of internal control, or to identify any significant deficiencies in 
their design or operation.

We have included in this report, only those matters that have come to our attention as a result of our 
normal audit procedures and consequently, our comments should not be regarded as a comprehensive 
record of all deficiencies that may exist, or improvements that could be made.

Overall conclusion and opinion
At the time of issuing this report, we anticipate issuing an unqualified opinion on the financial statements.
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SIGNIFICANT AUDIT RISKS AND OTHER FOCUS AREAS IDENTIFIED DURING AUDIT PLANNING

We set out below the significant audit risks and where applicable, other key areas of focus for our audit, 
identified at the planning stage.

Area How we addressed this Commentary

Presumed risk in 
revenue recognition

There is a risk of 
incorrect treatment 
of income under UK 
GAAP

We planned and performed specific tests to 
ensure that income had been recorded in 
the correct period and tested a sample of 
transactions around the year end.

Our review included an assessment of the 
appropriateness of recognition of trade 
debtors, accrued and deferred income.

The results of our 
planned audit work are 
considered to be 
satisfactory in this area.

Presumed risk of 
management 
override

There is a risk of 
misappropriation of 
assets and the 
misinterpretation of 
financial information

We considered and reviewed all areas 
requiring judgement or estimates in order to 
assess the appropriateness of the 
judgements and estimates made by 
management.

We reviewed and tested journal entries 
made in the year and in particular, those 
made as part of the year end financial 
reporting process.  Where necessary, we 
made further enquiries regarding any 
seemingly inappropriate or unusual journals 
or other adjustments.

The results of our 
planned audit work are 
considered to be 
satisfactory in this area.

Risk of the 
appropriateness of 
the use of going 
concern

There is a risk that 
the entity will be 
unable to continue to 
trade

We reviewed cashflow forecasts post year 
end.

We carried out procedures to enable us to 
evaluate the viability of the entity and the 
recoverability of debts.  

The results of our 
planned audit work are 
considered to be 
satisfactory in this area.

ACCOUNTING AND AUDIT MATTERS

Summary adjusted and unadjusted misstatements
Details of adjusted errors can be found in the appendix to this report  

We consider that the additional amounts are not material to the financial statements and therefore non 
adjustment will not lead to the accounts being materially misstated.
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Letter of representation
The ISAs require us to obtain written representations from the trustees when you approve the financial 
statements.

INTERNAL CONTROLS 

During the course of our audit, we identified the following control points that we feel need to be 
brought to the attention of the trustees and certain recommendations for improvement or corrective 
action.

Our audit included consideration of the internal controls relevant to the preparation of the financial 
statements, in order to design audit procedures that are appropriate in the circumstances, but not 
for expressing an opinion on the effectiveness of the internal control or to identify any significant 
deficiencies in their design or operation.  The matters and detailed control points that we have 
identified are graded within the following framework to assist the trustees in assessing their impact.

Rating Rating type Characteristics of rating type

Significant These findings are considered to 
be significant to the 
management of risk in the 
business.  The finding represents 
a serious weakness in systems 
and controls currently in place 
or a potentially fundamental 
control that has been omitted 
from the risk management 
systems as currently in 
operation.

Key control omitted
Key control not designed or 
operating effectively for 
example, as indicated by 
multiple exceptions found 
during our review work
Evidence of override of 
controls in place with 
significant or potentially 
fraudulent outcomes.
Non compliance with laws 
and regulations

Important Important findings that should 
be reviewed by management, 
pending corrective action 
and/or updates to systems and 
controls 

Errors or exceptions noted 
during our testing that had 
been corrected 
retrospectively during the 
year by management
Potential improvement to 
existing controls noted
Possibility for override of 
controls exists
Our review noted numerous 
exceptions but not in key 
controls

Limited Findings that identify non 
compliance with established 
systems and controls

Minor control weaknesses for 
example, limited exceptions 
noted during our review work

Advisory Items requiring no immediate 
action, but which may be of 

Information for department 
management
Control operating but scope 
for efficiency and/or 
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interest to management or best 
practice advice

effectiveness improvements 
exist
Control operating but not 
necessarily in accordance 
with best practice
Recent or anticipated 
developments may 
necessitate new controls

We wish to bring the following matters to your attention:

Finding and risk
Our work identified 
that there was no ID 
held for two of the 
employees that we 
checked.

It is a legal 
requirement to 
check that all new 
employees have the 
right to work in the 
UK.

Recommendation
We suggest that ID be collected 
from employees during pre-
employment checks and held on 
file.

Management response

Finding and risk
Our work highlighted 
that there was no 
formal authorisation 
of bank payments or 
purchase invoices, 
and it is done 
verbally  

This could lead to 
errors or 
misunderstandings

Recommendation
We suggest that the trustees 
implement a formal policy for 
authorisation, and clear 
documentation to show approval
and segregation of duties.

Management response

Finding and risk

Our work identified 
that sometimes 
repairs appear to be 
capitalised
incorrectly.

This could lead to 
fixed assets being 
overstated.

Recommendation

Only capital items should be 
capitalised. There should be a de 
minus for capitalising items, for 
example no item below £100 to 
be capitalised.
A capital item is an improvement
not just a general repair.
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Finding and risk
Our work identified 
that signed copies of 
employment 
contracts were not 
held on file.

There is a possibility 
that this could lead 
to disagreement and 
legal issues. 

Recommendation
We suggest that a copy of the 
signed employee contract is kept 

Management response

EMERGING ISSUES

Accounting standards
January 2026 will see the biggest change in Financial Reporting Standard 102 (FRS102) since its 
introduction over a decade ago.  

The updated standard can be applied earlier than January 2026 provided all amendments are 
applied at the same time.

Related party transactions
There have been significant revisions to the disclosure of material transactions not conducted under 
normal market conditions with related parties.  The amendment covers the judgement of what 
constitutes normal market conditions and materiality, as well as expanding the definition of a related 
party to mirror that which non small companies were previously using.

In practice, this means that all transactions with related parties will now be disclosed in small 
company accounts, unless they are between two or more members of a group where the subsidiaries 
are 100% owned.  
companies controlled by the same person, will now need to be disclosed, irrespective of whether 
they are conducted at market rate or not.

The disclosure required is:

The nature of the related party relationship
The amount of the transactions
The amount of outstanding balances and commitments, their terms and conditions and 
details of any guarantees given or received
Provisions for any uncollectible receivables related to outstanding balances
The expense recognised during the period for any bad or doubtful debts due from related 
parties.

Accounting for leases
Amendments have been made to the disclosure requirements for lease accounting.  As a result, any 
reporting entity which has the right of use of an asset, will have to disclose the opening net book 
value to the closing net book value including all movements in the year.  
accounts will show an asset and a liability in respect of leases.

There are two exceptions if the leases are short term or of low value.  Such items might include 
laptops, tablets or small items of office furniture.
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The FRS provides a list of assets which would not be considered to be low value:

Cars, vans, buses, coaches, trams, trucks and lorries
Cranes, excavators, loaders and bulldozers
Telehandlers and forklifts
Tractors, harvesters and related attachments
Boats and ships
Railway rolling stock
Aircraft and aero engines
Land and buildings
Production line equipment.

Revenue recognition
Detailed disclosures will also be required on revenue recognition. The company will have to disclose 
when it typically satisfies its performance obligations (e.g., upon delivery or as services are rendered), 
the significant payment terms and the nature of goods or services transferred by the revenue 
contract, including where the company is acting as agent for another party.

Share-based payments
Historically small companies had no specific mandatory disclosure requirements for share based 
payment transactions, although they may have presented them to achieve a true and fair view.

The amendments to FRS 102 require that the following disclosures are made: 

A description of each type of share based payment arrangement that existed at any time 
during the period
The number and weighted average exercise price of share options for those options 
outstanding at the beginning and end of the period and those exercisable at the end of the 
period
The total expense recognised in the profit and loss and the carrying amount of any liabilities 
at the year end.

Provisions and contingencies
Under the previous version of the standard, small companies were only required to include 
disclosures about contingent liabilities however, they must now include the same disclosures as a 
company applying full FRS 102.

Therefore, all small companies with provisions will be required to present a reconciliation of the 
opening and closing balances, along with descriptive disclosures covering the nature and timing of 
the obligation and any uncertainties and reimbursements.

Additionally, disclosures will be required for contingent assets and financial guarantee contracts, 
although these would likely have been included historically to give a true and fair view.

Taxation
Additional disclosures will now be required in respect of current and deferred tax. The updated 
standard requires that a small company discloses separately, the major components of its tax expense 
or income.

Examples given of categories to be shown separately include:
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Adjustments recognised in respect of prior periods
deferred tax movements split by their cause (e.g. rate changes, timing difference reversals) 
and Pillar Two income tax amounts.

Companies will also be required to present separately the aggregate tax amounts recognised in other 
comprehensive income or equity.

Other disclosure is required which disclosures the split of deferred tax liabilities or assets at the 
balance sheet date, into each type of timing difference and state the amount of unused tax losses 
and credits where not recognised as deferred tax assets.

Dividends
Previously, it was not required and therefore uncommon for small companies to disclose dividends 
declared and paid or payable during the reporting period, however the changes to the standard now 
require this disclosure mandatory.

Changes to encouraged disclosure
Under the previous edition of the s , which were 
not mandatory.

Appendix C to the standard, which sets out mandatory disclosures for UK small entities, has been 
expanded to include the previously encouraged disclosures, along with additional mandatory 
disclosures.

Going concern - where a company is a going concern, it must disclose this fact as well as confirmation 
that management has considered information about the future and any significant judgements 
involved in the assessment.

Where a company has material uncertainties that cast doubt on its ability to continue as a going 
concern, details of these uncertainties must be disclosed.

When a company is not a going concern, this fact must be disclosed together with the reason why 
the entity is not a going concern.

Compliance with FRS 102 - a company must also include an explicit and unreserved statement of 
compliance with FRS 102 Section 1A.

Public benefit company - a public benefit company must make an explicit and unreserved statement 
that it is a public benefit company.

Gains or losses in other comprehensive income the wording has been changed to emphasise that 
a statement of total comprehensive income may need to be presented to give a true and fair view, 
where previously it was simply being encouraged.

Changes in equity other than profit/loss the wording has been changed to emphasise that a 
Statement of Changes in Equity may need to be presented to give a true and fair view, as opposed to 
being encouraged.

Disclosures required on transition to this FRS Existing FRS 102 1a - preparers will need to include in 
the first set of financial statements applying the amendments to FRS 102 the following specific 
disclosures:
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If the entity applies these amendments early, it shall disclose that fact
Section 10 of FRS 102, paras 10.13 and 10.14, sets out disclosure requirements when there 
is a change in accounting policy, and these should be considered when there are changes to 
the requirements of FRS 102 as a result of transitioning.

Company size threshold
Changes to UK company size thresholds come into effect from 6 April 2025.  The new thresholds for 
small and medium size companies are:

MICRO SMALL MEDIUM

Previous New Previous New Previous New

Turnover not more than: £632k £1m £10.2m £15m £36m £54m

Balance sheet total* not more than: £316k £500k £5.1m £7.5m £18m £27m

Monthly average number of employees, not 
more than:

10 10 50 50 250 250

* ie, total assets

As a result, many companies will find themselves classified as small rather than medium size going 
forward and some companies will fall out of the audit regime.

reports:

the use of financial instruments
important events that have occurred since the end of the financial year
likely future developments in the business of the company
research and development activities
the existence of branches outside the UK
the employment, training and advancement of disabled persons (this requirement is also 
removed from directors' report requirements for small entities)
engagement with employees, suppliers, customers and others

Financial reporting
A periodic review of UK accounting standards was published in September 2024.  It highlighted 
disclosure on judgements and estimates, cash flow statements, financial instruments, revenue 
reporting and presentation of financial statements.

The report reinforced the continuing relevance of clear and consistent disclosures about the effect of 

forecasts

UK corporation tax
The rate of corporation tax in the UK increased to 25% from April 2023, applying to profits over 
£250,000.

The Finance Act 2021 introduced a small profits rate (SPR) of 19% for companies with profits of 
£50,000 or less from April 2023.  Companies with profits between £50,000 and £250,000 will pay tax 
at the main rate reduced by a marginal relief, providing a gradual increase in the effective corporation 
tax rate.  The lower and upper limits will be proportionately reduced for short accounting periods and 
where there are associated companies.  The SPR will not apply to close investment holding 
companies.
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National Living/Minimum wage
The National Living Wage increased from £12.21 to £12.71 per hour from 1 April 2026.  The National 
Minimum Wage rates also increased to £10.85 per hour for those workers aged 20 and under, up 
from £10.  

Charities Act 2022
On 24 February 2022, the Charities Bill received Royal Assent and became the Charities Act 2022 (the 
Act).

The Act made amendments to the Charities Act 2011 in a number of specific areas, largely in response 
to the recent Law Commission review of charity legislation and with the overarching objective of 
making life simpler for smaller charity trustees, as well as harmonising certain procedures, such as 

which charities operate.  The final major provisions of the Act were scheduled to take effect on 19 
May 2025:

Ex gratia payments
Trustees will be allowed to make small payments of up to £20,000, depending on income without 
Charity Commission consent.  The exact implementation date for this is still pending confirmation and 
the government has confirmed further delays to the implementation of these changes.

The Charities (Annual Return) Regulations 2024
The regulations apply to all registered charities whose accounting year ends on or after 1 January 
2025.

Key updates include the removal of questions in the locations and structure sections of the return 
form.

Reform consultation
The Law Commission has recently sent out a consultation on reforms to cooperatives and community 
benefit societies.  The key question was whether these organisations should continue as exempt 
charities or be required to register with the Commission.  The results of the consultation are yet to 
be announced.

A consultation on financial thresholds in charity law was published in April 2025 and closed on 12 
June 2025.  The result of the consultation should; be published by mid September, together with the 

AUDITING DEVELOPMENTS

New regulations took effect from 1 June 2025 requiring an audit firm to notify the Institute of 
Chartered Accountants in England and Wales when appointed to certain complex or high risk audits.

There is also a new requirement for sole practitioners carrying out audit work to appoint an alternate.


