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1. Introduction 

The purpose of this document 

The purpose of this Management and Governance letter is to set out the significant 

matters which came to our attention during the course of our audit of the financial 

statements of the Chartered Institute of Credit Management (the “Charity”) for the 

period ended 31 December 2016. In accordance with the International Standard on 

Auditing (UK and Ireland) 260, Communication of audit matters to those charged 

with Governance, (ISA 260) we are required to communicate matters arising from 

our audit to the trustees. 

 

Audit opinion on the financial statements  

Our audit work is designed to consider whether the financial statements of the 

Group give a true and fair view of the state of affairs of the Charity and of its results 

for the period under review taking into account the requirements of: 

 UK Accounting Standards (UK Generally Accepted Accounting Practice); 

 Companies Act 2006 (Company Limited by Guarantee);  

 Charities Act 2011; and 

 Charities SORP 2015 (effective January 2015) 

 

Our objective is to use our knowledge of the charity gained during our routine audit 

work to make useful comments and suggestions for you to consider.  However, you 

will appreciate that our routine audit work is designed to enable us to form the 

above audit opinions on the annual financial statements of the charity and should 

not be relied upon to disclose errors or irregularities which are not material in 

relation to those financial statements. 

 

Recommendations  

All issues raised in section four of this Management & Governance report have 

been discussed with management and we have included responses where 

appropriate.   

 

Independence 

We have not identified any issues with regards to integrity, objectivity and 

independence. 
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Limitations 

Please note the following important limitations with regard to the content of this 

letter: 

 It has been prepared for the sole use of the Charity; 

 It must not be disclosed or quoted to a third party, in whole or in part, without 

our prior written consent 

 We assume no responsibility to any other person 

 

An audit of financial statements is not designed to identify all matters that may be 

relevant to those charged with governance.  Accordingly, you should not expect the 

audit to identify all such matters. 
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2. Audit matters 

Audit progress and status   

We have completed our audit of the financial statements that are due to be 

approved by the trustees. 

 

Where we have made recommendations for improvement arising from our audit, 

these are set out in section four.   

 

Financial statements audit opinion 

Based upon our work carried out to date, and if no significant events occur up to the 

date of signing, we anticipate being able to issue an unqualified audit opinion.  

 

We do not expect to make any modifications to our audit report.  However, our 

responsibilities with regard to the audit report extend up to the date on which it is 

signed and we will advise you of any changes to this position if necessary. 

 

When the financial statements are signed you will receive one copy signed by the 

Senior Statutory Auditor, RI name and all other copies will be signed in the name of 

Moore Stephens LLP. 

 

Material weaknesses in the accounting and internal control systems 

During the course of our audit, we examined the principal internal controls which 

the trustees have established to enable them to ensure, as far as possible, the 

accuracy and reliability of the Group’s accounting records and to safeguard the 

Charity’s assets. 

 

Details of our recommendations can be found in section four of this report. 

 

Qualitative aspects of accounting practices and financial reporting 

During the course of our audit, we consider the qualitative aspects of the financial 

reporting process, including items that have a significant impact on the relevance, 

reliability, comparability, understandability and materiality of the information 

provided by the financial statements.   

 

There are no matters which we consider should be brought to your attention. 
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Trustees’ report  

We review the content of the Trustees’ Report to ensure that there is consistency 

with the financial statements and to ensure that all necessary disclosures have 

been made. 

 

There are no issues we wish to draw to your attention. 

 

Related parties 

During the course of our work no significant issues were identified in relation to: 

 Non-disclosure of related party transactions; 

 Identification of significant related party transactions that had not been 

appropriately authorised and approved; and 

 Disagreement with management regarding the accounting for and disclosure of 

significant related party transactions. 
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3. Audit amendments 

Audit adjustments 

Under the requirements of ISA 260 Communication of audit matters we are required 

to communicate all adjusted and unadjusted audit differences, other than those which 

are clearly trivial. 

 

Adjusted misstatements 

The only material adjusting misstatement identified as part of our audit work related 

to the prior period adjustment to recognise investments at valuation rather than cost 

resulting in an increase of £115,837 to fund balance brought forward and a reduction 

of £115,837 in net gains on investments. 

 

Unadjusted misstatements 

No material unadjusted misstatements were identified as part of our audit work. 
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4. Recommendations 

The Charity’s management is responsible for the identification, assessment and 

monitoring of risk, for developing, operating and monitoring the systems of internal 

control and for providing assurance to the Board that is has done so. 

 

During the course of our audit of the financial statements for the period ended 31 

December 2016, we examined the principal internal controls which the trustees 

have established to enable them to ensure, as far as possible, the accuracy and 

reliability of the group’s assets.  

 

W are required to report separately to those charged with governance where we 

identify missing or ineffective controls which, in our judgement, are of sufficient 

importance to bring to the attention of those charged with governance. 

 

During our work we identified no such weaknesses in controls (described as 

“significant deficiencies” in the ISA). However, we have identified some areas in 

which we believe that improvements could be made to the accounting or internal 

control systems and these are set out below. 

 

Whilst we have discussed these verbally with the relevant managers, we are 

reporting to you those of a material nature. We ask that you inform us of the steps 

you intend to take with regard to the issues noted below. 

 

The matters dealt with in this report came to our attention during the conduct of our 

normal audit procedures which are designed primarily for the purpose of expressing 

our opinion on the financial statements of the Group. 

 

In consequence, our work did not encompass a detailed review of all aspects of the 

systems and controls and cannot be relied upon necessarily to disclose possible 

frauds or other irregularities, or to disclose all possible weaknesses or 

improvements in internal control that a more extensive special examination might 

develop. 

 

Other than those listed below, no significant matters have come to our attention as 

a result of the audit procedures performed. 
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Our recommendations are as follows: 

 
1. Branch accounts 

 

Observation We note that the branches are only required to submit 

returns and supporting evidence to head office at the end 

of each financial year and that not all branches send the 

requested information. Also head office do not have 

access to the bank accounts maintained by the 

branches. 

Implication There is a lack of control over the branch activities which 

could lead to misappropriation of funds. Also financial 

records in relation to branches are not kept up to date 

and recorded accurately in the group’s financial 

statements. 

Recommendation We recommend that branch accounts are monitored 

throughout the financial period and that head office have 

full access to their accounting records. 

Management 

response 

 

Timescale 

 

 
2. Finance manual 

 

Observation We note that you do not have a manual that sets out your 

policies and procedures for the finance system. 

Implication 

 

Recommendation We recommend that a finance manual is produced. 

Management 

response 

 

Timescale 
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5. Sector Developments 

New UK GAAP 

Following extensive consultation, the Financial Reporting Council (FRC) has issued 

three new accounting standards; FRS 100, FRS 101 and FRS 102, that will have 

an impact on companies reporting in the UK and the Republic of Ireland who do not 

choose to adopt EU International Financial Reporting Standards (IFRS) or are not 

entitled to or do not choose to follow the FRSSE (Financial Reporting Standard for 

Smaller Entities).  These three new standards form the basis of the New UK 

Generally Accepted Accounting Principles (New UK GAAP), moving UK financial 

reporting towards an IFRS-based framework. 

 FRS 100 Application of Financial Reporting Requirements - sets out the 

application of financial reporting requirements in the UK and Ireland; 

 FRS 101 Reduced Disclosure Framework - sets out a reduced disclosure 

framework which addresses the financial reporting requirements and disclosure 

exemptions for ‘qualifying entities’  within a group that otherwise apply the 

recognition, measurement and disclosure requirements of EU-adopted IFRS; 

 FRS 102 The Financial Reporting Standard applicable in the UK and Republic 

of Ireland - will apply to all other entities not required to prepare IFRS Accounts 

or opting to use the FRSSE.  This is single reporting standard based on the 

International Financial Reporting Standard for Small and Medium Entities (IFRS 

for SMEs) but adapted for the UK and replaces almost all the current UK GAAP 

standards (the Financial Reporting Standards and Statements of Standard 

Accounting Practice).  It is a simplified reporting regime for entities that will fall 

under its scope while retaining Companies Act 2006 requirements. 

 

The effective date for implementation of FRS 100, FRS 101 and FRS 102 is for 

accounting periods beginning on or after 1 January 2015, although earlier adoption 

is permitted subject to certain conditions.  The comparative period will also be 

affected and so consideration of these new standards needs to be given to periods 

beginning on or after 1 January 2014.  Transitional requirements are specified 

within the standards. 

 

EU IFRS remains available to all companies who choose or are required to use it.  

The Financial Reporting Standard for Smaller Entities (FRSSE) will continue to be 

available for those small companies that qualify to use it and it will remain 

fundamentally unaltered for the time being.  An entity applying FRS 102 or the 

FRSSE will continue to apply a Statement of Recommended Practice (SORP) if 

required or relevant.  The SORPs are currently being revised in light of the New UK 

GAAP release. 
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The following table summarises the reporting options available to different entities: 

 

Financial reporting regime 

 

Applicable to 

 

EU IFRS Those required to apply it by law or 

regulation or those that choose to adopt it. 

FRS 101 Individual financial statements of 

‘qualifying entities’. 

FRS 102 Individual and group financial statements 

of entities that are not required or do not 

choose to use EU IFRS and those that do 

not qualify or choose to use the FRSSE. 

FRSSE Eligible small entities. 

 

SORP 2015 

Two new Statements of Recommended Practice (SORP) have been published that 

are applicable for all charities for financial years beginning on or after 1 January 

2015. 

 

The revision of the SORP has been driven partly by the transition of UK accounting 

to a revised framework aligned with international standards. Under this framework 

charities will prepare their accounts in line with Financial Reporting Standard 102 or 

the Financial Reporting Standard for Smaller Entities 2015 (FRSSE 2015) 

depending on their size. In either case, the specific disclosure requirements of the 

SORP should be adopted too.  

 

The new SORPs are “modular” meaning in practice that they can be downloaded in 

a customised form omitting the modules not relevant to a particular charity. This is a 

useful practical development although charities will need to take care that they 

customise the document correctly. In addition, the SORP makes a distinction 

between those requirements applying to all charities and those only applying to 

“larger” charities. “Larger” in this context means subject to audit, hence includes all 

charities with income exceeding £500,000 or gross assets exceeding £3.26m.  

Previously the SORP has been all-encompassing and was relevant for all charities, 

no matter which Generally Accepted Accounting Practice was used. The decision to 

split the guidance into two had been taken due to changes in the FRSSE which 

were anticipated therefore only requiring one SORP to be updated.  However 

following the decision to abolish the FRSSE for small companies it is widely 

anticipated that the accounting framework will be brought more inline with FRS102, 

although further guidance is expected to be issued by the SORP Committee for 

smaller charities.  Such charities will therefore face a decision of whether to adopt 

the FRSSE and face further changes in the future, or to adopt FRS102 in the first 

instance. 
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Accounting policies – income recognition 

The new Charities SORP, FRS102, has modified the criteria for income recognition 

in line with International Accounting Standards.  Previously one of the criteria for 

recognising income was that the charity was ‘virtually certain’ to receive an inflow of 

economic benefits, whereas this has now been amended to a ‘probable’ inflow.  

This is unlikely to result in a change of accounting policy for charities, requiring 

restatement of their income as the other criteria ‘entitlement’ and ‘measurement’ 

has not changed. Therefore under the old SORP, if you were entitled to the income, 

it should have been brought into the financial statements in most instances and 

should not therefore mean any change going forward. 

 

Multi-employer pension schemes 

Where an employer is unable to identify its share of the assets and liabilities of a 

multi-employer defined benefit pension scheme, the scheme will continue to be 

accounted for as a defined contribution scheme as is allowable under current UK 

GAAP. Where deficit funding is required as part of a recovery plan on such pension 

schemes, FRS 102 requires the recognition of a discounted liability in relation to the 

payments due under that funding agreement. 

 

Trading subsidiaries 

In October 2014 the Institute of Chartered Accountants in England and Wales 

(“ICAEW”) issued guidance to companies who give donations to their parent 

charity.  As a result, the Charity Commission has withdrawn their guidance 

previously given in CC35. 

 

The issue arises where a trading subsidiary of a charity has distributed the level of 

trading profits for tax purposes, which exceeds its trading profits for accounting 

purposes.  

 

In this situation the excess is considered to be an unlawful distribution, rendering 

the parent charity liable to repay the excess and in certain circumstances, those 

who were directors of the subsidiary at the time may be liable. The liability includes 

such excess amounts arising over the past 6 years. 

 

HMRC are considering the tax impact of this for charities and their trading 

subsidiaries and it is understood they will publish their view in due course. 

When accounting for the consequences, as a reliable estimate can be made, the 

parent charity should account for the repayment due in accordance with the 

requirements of Financial Reporting Standard 12 (FRS12) “Provisions and 

contingencies” as a reliable estimate can be made, that will result in an outflow of 

economic benefits.  Such a liability would not be required to be accounted for as a 

prior year adjustment under the guidance issued by the ICAEW. 
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Strategy development, implementation and review 

The ICAEW has carried out an independent review on behalf of the Charity 

Commission looking at charities strategy development, implementation and review 

by analysing material provided by 26 charities, who volunteered to participate, with 

income under £5m. 

 

The review concluded that charities with a strategy are more able to cope with 

pressure and can adapt more easily to changes. Other general findings within the 

report concluded that few charities linked their strategy to their risk assessment and 

that many boards lacked both financial and general experience when developing 

their strategies. 

 

On the relationship between risk and strategy it was felt by the reviewing panel that 

not enough charities used scenario planning techniques to test and challenge their 

strategies.  It was also felt that Boards tended to concentrate on downside risks and 

miss opportunities on upside risks. 
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