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CONTENTS AND INTRODUCTION

We present our report to those charged with governance which details the key findings arising from the audit that we believe 

will be relevant as required by International Standard on Auditing (UK). It forms a key part of our communication strategy 

with you, a strategy which is designed to promote effective two way communication throughout the audit process. Its 

content has been discussed with management. The appendices also include other important information that we are required 

to communicate to those charged with governance.

As auditors we are responsible for performing our audit in accordance with International Standards on Auditing (UK) which 

are directed towards forming and expressing an opinion on the financial statements that have been prepared by management 

with the oversight of those charged with governance. The audit of the financial statements does not relieve management nor 

those charged with governance of their responsibilities for the preparation of the financial statements.

As the purpose of the audit is for us to express an opinion on the financial statements, you will appreciate that our audit 

cannot necessarily be expected to disclose all matters that may be of interest to you and, as a result, the matters reported 

may not be the only ones which exist. As part of our work, we considered internal control relevant to the preparation of the 

financial statements such that we were able to design appropriate audit procedures. This work was not for the purpose of 

expressing an opinion on the effectiveness of internal control.  

The matters raised in our report, prepared in connection with the audit, are those we believe should be brought to your 

attention. They do not purport to be a complete record of all matters arising. This report is prepared solely for the use of 

the College and may not be quoted nor copied without our prior written consent. No responsibility to any third party is 

accepted.

The contacts at BDO LLP in connection 

with this report are:
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1. AUDIT SCOPE AND OBJECTIVES

The scope of our work as agreed in our engagement letter dated 11 July 2017 is to carry out an audit in accordance with 

International Standards on Auditing (UK and Ireland) and relevant legislation for the College:

GROUP ENTITY ACTIVITY INCORPORATED UNDER
CHARITABLE 
STATUS

Blackburn College Provider of Further 

Education 

Further and Higher Education Act 

1992

Charitable

Regularity and Propriety reporting

We are also required under the ESFA ‘Post-16 Audit Code of Practice 2016 to 2017’ to report in our capacity as Reporting 

Accountants on the College’s Statement on Regularity, Propriety and Compliance and whether it is fairly stated.

The scope of the work and the form of our report are set out in our engagement letter dated 11 July 2017.
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1. AUDIT SCOPE AND OBJECTIVES continued

Our audit scope covers an audit in accordance with International Standards on Auditing (UK) of the statutory 
financial statements, to form an opinion on whether:

1
The financial statements give a true and fair view of the state of the College’s affairs, and of College’s income 

and expenditure, gains and losses and reserves and the College’s cash flows for the year. 

2
The financial statements have been properly prepared in accordance with UK GAAP and the ‘Statement of 

recommended practice: Accounting for further and higher education’ and relevant legislation.

3
The financial statements have been prepared in accordance with the appropriate legislation, which for this 

College includes the Further and Higher Education Act 1992, the College Accounts Direction 2016 to 2017, and 

the Financial Memorandum with the Education & Skills Funding Agency (“ESFA”).

The legislation under which we report also requires us to consider by exception whether:

1
Adequate accounting records have  not been kept by the College, or returns adequate for our audit have not 

been received from branches not visited by us.

2 The financial statements are not in agreement with the accounting records and returns.

3 Other information contained in the Report of the Board is not consistent with the audited financial statements.

Our audit scope also covers the following matters as required by the ESFA’s Post-16 Audit Code of Practice, to form an 
opinion on whether:

1
The College’s Statement on Regularity, Propriety and Compliance is fairly stated in respect of whether the 

transactions underlying the College’s financial statements are in all material respects regular for the year ended 

31 July 2017.

2
In the course of our work, anything has come to our attention which suggests that in all material respects the 

expenditure disbursed and income received during the period 1 August 2016 to 31 July 2017 has not been applied 

to purposes intended by Parliament and the financial transactions do not conform to the authorities which govern 

them.

3 The requirements of the College Accounts Direction 2016 to 2017 have been met.
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2.  AUDIT OPINION

We have the following matters to report to you in relation to the audit report, which include any 
modifications we expect to make to the audit opinion or the inclusion of an emphasis of matter paragraph 
or comments relating to the Governors’ assessment of the College’s ability to continue as a going concern.

• We have completed our audit procedures in accordance with the planned scope and our objectives have been 

achieved.

• There were no significant changes to our planned audit approach nor were any restrictions placed on our work.

• No additional significant audit risks were identified during the course of our audit procedures subsequent to our audit 

planning report to you

• A number of matters were discussed as part of the audit and these are summarised in section 5 of our report.

• The basis of calculating materiality levels has not changed since our planning report; the figures were updated to 

reflect the amounts reported in the draft financial statements and these figures are set out in Appendix A3.

• Our observations on our audit independence and objectivity and related matters are set out in the appendices.

MATTER COMMENT

Opinion on financial statements Subject to the matters on page 6, we anticipate issuing an unqualified 

opinion on the financial statements.

There are no matters that we wish to draw attention to by way of 

‘emphasis of matter’.

Going concern We have nothing to report in respect of the Governors’ assessment of the 

applicability of the going concern basis of accounting or the College’s 

ability to continue to continue as a going concern for a period of at least 

twelve months from the date of approval of the financial statements.

There are no material uncertainties in relation to going concern 

disclosed in the financial statements or of which we are aware that we 

need to draw attention to in our report.

Comments on the Members’ report, the Statement of 

Corporate Governance and Internal Control and Governing 

Body’s statement on the College’s regularity, propriety and 

propriety compliance with Funding body terms and conditions 

of funding and their compliance with legal requirements and 

consistency with the financial statements  and our knowledge  

gained in the course of the audit.

We have nothing to report in respect of the Strategic Report.  The 

information appears balanced and representative of what has occurred 

in the year, with nothing notably absent from the Strategic Report.

We have identified no material misstatements in the statutory other 

information accompanying the financial statements.

Other matters required by the Education and Skills Funding 

Agency’s (“ESFA”) Post-16 Audit Code of Practice

Our work has not identified any issues that in all material respects:

- Adequate accounting records have not been kept by the College, or 

returns adequate for our audit have not been received from branches 

not visited by us;

- The financial statements are not in agreement with the accounting 

records and returns; and

- Other information contained in the Report of the Governors is not 

consistent with the audited financial statements.

Reporting accountant’s assurance report on regularity In the course of our work, nothing has come to our attention which 

suggests that in all material respects the expenditure disbursed and 

income received during the period 1 August 2016 to 31 July 2017 has not 

been applied to purposes intended by Parliament and the financial 

transactions do not conform to the authorities which govern them.
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2.  AUDIT OPINION

ADJUSTMENT ACCOUNTING ENTRY

ASSETS

DR/(CR)

LIABILITIES

DR/(CR)

OPENING RESERVES

DR/(CR)

INCOME STATEMENT

DR/(CR)

FIXED ASSET DISPOSAL

DR Cost

CR Accumulated depreciation

Being: disposal of tangible fixed assets

49,682

(49,682)

Unadjusted differences

We are required to bring to your attention audit adjustments that the Audit Committee is required to consider.  
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2.  AUDIT OPINION

Outstanding matters

The following matters are outstanding at the date of this report. We will update you on their current status at the Audit 

Committee meeting at which this report is considered:

1 Prior to signing off we will review the ESFA reconciliation statement for financial year 2016/17 to ensure there are 

no significant clawbacks owing to the ESFA – statement issued in November/December

2 Final review and approval by you of the Members’ report

3 Subsequent events review

4 Management representation letter to be approved and signed

5 Bank confirmation letter - Barclays
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3. MANAGEMENT LETTER

We are required to report to you, in writing, significant deficiencies in internal control that we have identified during the 

audit. These matters are limited to those which we have concluded are of sufficient importance to merit being reported to 

you and we have not repeated any points raised by the internal auditors or other assurance providers.

We have not identified any significant deficiencies in internal control.   We provide an update on progress made in 

implementing points raised in previous years.

As the purpose of the audit is for us to express an opinion on the College's financial statements, you will appreciate that 

our audit cannot necessarily be expected to disclose all matters that may be of interest to you and, as a result, the matters

reported may not be the only ones which exist. As part of our work, we considered internal control relevant to the 

preparation of the financial statements such that we were able to design appropriate audit procedures. This work was not 

for the purpose of expressing an opinion on the effectiveness of internal control.



Blackburn College   | Audit Highlights Report | Year ended 31 July 20178

3. MANAGEMENT LETTER continued

Fixed Asset Registers

OBSERVATION During our work on the fixed assets, we identified that some fixed assets disposed of at the year 

end were not removed from the ledger in a timely manner resulting in an amount of fully 

depreciated assets and an overstated cost and accumulated depreciation.

RECOMMENDATION It is the responsibility of the governors under the Post-16 Audit Code of Practice to safeguard the 

assets of the College.

It is recommended that the annual fixed asset returns issued by the Finance team are followed up 

to ensure disposals are identified and recorded in a timely manner.

MANAGEMENT 
RESPONSE

The observation raised is noted and this will be adopted going forwards. The budget holder and 

line manager for this area have been reminded of the process for the disposal of assets and the 

importance of timely responses on fixed asset verifications.
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Final assessment of audit outcome

Area of material audit judgement in need of further consideration by those charged with governance

Audit matter concluded with either unadjusted error or significant control issue identified

Audit matter concluded with no significant issues identified

4.  SIGNIFICANT AUDIT RISKS

AUDIT RISK AREA

FINAL 
ASSESSMENT 
OF AUDIT 
OUTCOME

Revenue recognition

Management override

Going concern

We assessed the following matters as significant audit risks, as identified in our earlier audit planning report dated 30 May 2017, together 

with an overview of the audit outcome. The detailed findings and conclusions for each risk are set out in the following pages.  No 

additional risks have been identified through our audit procedures. 



Blackburn College   | Audit Highlights Report | Year ended 31 July 201710

4.  SIGNIFICANT AUDIT RISKS continued

REVENUE RECOGNITION

INITIAL 
ASSESSMENT

Under International Standard on Auditing 240 “The auditor’s responsibility to consider fraud in an audit 

of financial statements” there is an assumption that revenue recognition is a fraud risk.  We are 

therefore required to target it as part of our planned audit response.

For Blackburn College the main income streams are:

- Funding body grants

- Tuition fees

- Other income.

Funding Body grants

2017: £21,279k

2016: £21,772k

Within Blackburn College there is a significant amount of income from 

recurrent funding body grants.

As part of this, the College receives funding for the Learner Support Fund  

as agent for the funding bodies which is then distributed to students.   

There is a risk that these funds will be incorrectly claimed and/or 

disclosed in the financial statements.

Tuition fees

2017: £18,227k

2016: £19,166k

The processing of student tuition fees is automated and fees are 

restricted to pre-approved rates.

A number of the courses provided by the College are funded by the 

Student Loans Company and there is a risk that these funds are claimed 

inappropriately.

Other income

2017: £3,287k

2016: £3,423k

Other material income streams include other grants and contracts, 

catering, support and admin services and miscellaneous income. There is 

a risk that the income is not recognised in the period in which the 

activities to which it relates were performed.
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4.  SIGNIFICANT AUDIT RISKS continued

REVENUE RECOGNITION

WORK 
UNDERTAKEN

Funding Body grants

2017: £21,279k

2016: £21,772k

We reconciled the ESFA income to the funding allocation 

letters, and agreed income through to bank receipts.

We agreed the release of deferred government capital 

grants, (held in deferred income) and ensured that these 

were being released in line with the depreciation on the 

assets to which they relate.

Tuition fee income

2017: £18,227k

2016: £19,166k

We reviewed the operation of controls over tuition fee 

income, collection and pursuing of the student debtors 

including those settled through the Student Loans Company.

We set expectations of tuition fee income based on the 

tuition fees charged during the year and the number of 

students and compare this with the income recognised in the 

year.

We tested a sample of students back to supporting 

registration documentation and the course fees charge.

Cut off testing was performed to ensure income is 

recognised within the correct period.

Other income

2017: £3,287k

2016: £3,423k

We reviewed a sample of other income transactions to 

supporting documentation and recalculated deferred income 

balances to ensure income is recognised in the correct 

period.

Cut off testing was performed to ensure income is 

recognised within the correct period.

FINDINGS AND 
CONCLUSION

Accounting policies, significant 

estimates and disclosures 

Accounting policies are in line with the accounting standards 

and our work identified no instances of non-compliance with 

the accounting policies.

Funding body grants No issues identified.

Tuition fees No issues identified.

Other income No issues identified.

FINAL
ASSESSMENT 
OF AUDIT 
OUTCOME

Audit matter concluded with no significant issues identified.
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4.  SIGNIFICANT AUDIT RISKS continued

MANAGEMENT OVERRIDE

INITIAL 
ASSESSMENT

Under International Standards on Auditing (UK and Ireland) 240, there is a presumed significant risk of 

management override of the system of internal controls. 

The primary responsibility for the detection of fraud rests with Management.  Their role in the 

detection of fraud is an extension of their role in preventing fraudulent activity.  They are responsible 

for establishing a sound system of internal control designed to support the achievement of 

departmental policies, aims and objectives and to manage the risks facing the organisation; this 

includes the risk of fraud. 

Our understanding is that the most likely areas where management override could take place are the 

posting of journals and in the judgements involved in accounting estimates within the financial 

statements.

Financial controls around the posting of journals are appropriate with journals raised by members of 

the financial team subject to authorisation. 

Our work around journals will focus on the completeness of data extracted from your accounting 

system and the validity of journals. 

Significant estimates made by management in the preparation of the financial statements include:

• Going Concern

• Useful economic lives of tangible fixed assets

• Defined Benefit Pension Scheme actuarial assumptions

• Recoverability of debtors

• ESFA clawback provisions

• Release of capital grants.

We will review accounting estimates and areas of judgement to ensure they are appropriate.

WORK 
UNDERTAKEN

Journals

We obtained the complete list of journals and, using information gathered during the audit and our  

understanding of the entity, we target tested those journals and adjustments that may be  considered 

inappropriate or unusual.  We also reviewed transactions outside the normal course of business.

Our review of journals targeted the following areas based on our understanding of the College:

• Journals posted on unanticipated dates

• Financial statement journals posted at the year end

• Journals posted post year end 

• Journals posted using temporary or guest accounts

• Journals recorded that have little, unusual or no explanation or description i.e.   "suspense", "error“

• Unbalanced journals

• Manual postings to revenue nominal codes.

Estimates

We reviewed all accounting estimates as detailed above, including those used in the assessing 

impairment and going concern; the release of deferred capital grants and those in determining the 

amounts to recognise in relation to the pension scheme.

Going Concern

As part of our work on going concern we reviewed the following:

- long term forecasts and financing arrangements including loan covenant compliance

- ESFA funding statement for 2017/18.

- Student recruitment to date against budget.

Prior to signing off we will review the ESFA reconciliation statement for financial year 2016/17 to 

ensure there is no significant difference between the clawback owing to the ESFA and that which has 

already been provided for in the financial statements.
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4.  SIGNIFICANT AUDIT RISKS continued

MANAGEMENT OVERRIDE

FINDINGS AND 
CONCLUSION

Journals

Journals meeting at least one criteria were reviewed by considering the individuals posting them, the 

journal description and our expectation based on our knowledge of the Finance team. 

Executive and Senior Management within Finance have not posted any journals during the year outside 

of our expectations.

Journals posted by other management within Finance were reviewed.  No journals requiring further 

investigation were identified.

Estimates

Our review of accounting estimates showed management’s judgements to be prudent and sensible.

Going Concern

The minimum period of review is to December 2018, which falls into the financial year 31 July 2019.

We have therefore used the data for the period to 31 July 2019 in our analysis.

We have recalculated the covenants as at 31 July 2017 and the forecast periods to 31 July 2018 and 31 

July 2019 and there are no indicated breaches of the debt servicing covenant other than the technical 

breach with Barclays identified as part of our going concern significant risk (see page 13).  

The technical breach with Barclays remains to be resolved; we are aware that management are in 

discussions with the bank on this issue (see going concern section).

Based on our review of the 2017/18 recruitment to date, the long term forecasting, the review of 

covenants and the current funding allocations from the ESFA, we are comfortable that the College is

able to continue as a going concern for the period under consideration.

FINAL
ASSESSMENT 
OF AUDIT 
OUTCOME

Audit matter concluded with no significant issues identified.
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4.  SIGNIFICANT AUDIT RISKS continued

GOING CONCERN

INITIAL 
ASSESSMENT

The funding provided by the ESFA is based on the previous year’s student numbers, which results in a 

potential  mismatch between funding and expenditure depending on how well the College can adapt to 

changes in activity levels  and creates challenges for working capital management. 

The FE sector is facing significant challenges in maintaining its financial viability and is undergoing 

structural change, as a consequence of area reviews, to be able to survive. Coupled with this is the 

hardening of the attitudes of the main banks in the sector to both renewing and extending facilities. A 

number of Colleges were unable to sign off their previous financial year accounts in time as a result. 

Initial discussions with management have highlighted the current situation with Barclays. This issue is 

due to the provider’s requirement of 140% security value against the outstanding loan balance of 

c£2.8m as part of a set of conditions attached to the granting of an overdraft facility with Santander. 

The alternative security valuation values the College site at £6m, against Land and Buildings held at a 

cost of £77m at 31 July 2016. In order to maintain pari-passu with the borrowings from Santander the 

College is unable to meet this condition, which has resulted in a technical default. A resolution is 

currently being negotiated between the two parties.

WORK 
UNDERTAKEN

As part of our work on going concern in September 2017, we reviewed the following:

- long term forecasts and financing arrangements

- ESFA funding statement for 2017/18.

- Student recruitment to date against budget.

We reviewed the long term forecasts, both trading and cash flow, and student recruitment during the 

audit. This will be followed up on in the closing stages up to signing of the accounts.

Prior to signing off we will review the ESFA reconciliation statement for financial year 2016/17 to 

ensure there are no significant clawbacks owing to the ESFA.

The audit focused on the Board’s assessment of going concern for a period of at least twelve months 

from the date of approval of the financial statements.

As part of this assessment, we have obtained a waiver letter (dated pre-year end) with regard to a 

cross-breach of the existing covenants with Santander to avoid debt being shown as due on demand.

We will continue to monitor the situation to the date of signing the financial statements and review 

the appropriateness of the disclosure note for any potential resolution made post year end.
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4.  SIGNIFICANT AUDIT RISKS continued

GOING CONCERN

FINDINGS AND 
CONCLUSION

With regard to our review of the estimates for which the going concern basis is applied, please see 

page 12.

The going concern disclosure in the financial statements is deemed to be appropriate. At 31st July 2017 

negotiations were on-going with Barclays with a counter offer being proposed by the bank, however 

not accepted by the College. Therefore there is no change from the disclosure in the prior year 

financial statements and it remains reasonable to retain the break fee accrual of £910k on the balance 

sheet at the year end.

FINAL
ASSESSMENT 
OF AUDIT 
OUTCOME

Audit matter concluded with no significant issues identified.
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5.  OTHER MATTERS
Findings and conclusions in relation to matters raised in our planning 
report

FRAUD AND ERROR

BACKGROUND We are required to discuss with the Audit Committee the possibility of material misstatement, due to 

fraud or error.  

We are informed by management that they consider the risk of material fraud occurring in the College 

to be low and that there have not been any cases of fraud or error during the year, to their 

knowledge.

WORK 
UNDERTAKEN

We consider this area throughout the audit process. We reviewed the fraud register and also reviewed 

the results from internal audit engagements to determine any actual, suspected or alleged fraud 

known to them.  We discussed with management any knowledge they have of suspected or alleged 

fraud.  

We considered management’s process for identifying and responding to the risks of fraud, including 

the nature, extent and frequency of such assessments. In particular, we made enquiries of 

management outside of the finance function where the risk of fraud could originate.

We ask that board members advise us if they do not concur with the assessment made by management 

in your management representation letter to us. 

FINDINGS AND 
CONCLUSION

No issues identified.

CONSIDERATION OF RELATED PARTY TRANSACTIONS

BACKGROUND We need to consider if the disclosures in the financial statements concerning related party 

transactions are complete and adequate and in line with the requirements of accounting standards. 

WORK 
UNDERTAKEN

We documented the related party transaction identification procedures in place, reviewed relevant 

information concerning any such identified transactions and made enquiries of management.  

We requested all those considered to be part of key management personnel (the Senior Management 

team and Governors) complete a form to declare any interests. 

We reviewed ledger transactions for any related parties not identified as part of the above 

management procedures.

FINDINGS AND 
CONCLUSION

We are not aware of any related party transactions that have not been disclosed in the financial 

statements.

The disclosures are considered sufficient to meet the requirements of FRS102.

Our views on significant qualitative aspects of your chosen accounting policies, significant estimates , the sufficiency and content of your 

financial statement disclosures and any other matters relevant to the overseeing of the financial reporting process are set out below. Where 

applicable this includes  why we consider a significant accounting practice, that is acceptable under the applicable financial reporting 

framework not to be the most appropriate under the circumstances of the entity. 
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5.  OTHER MATTERS
Findings and conclusions in relation to matters identified during the 
final audit process

REPORTING ACCOUNTANT’S REPORT ON REGULARITY

BACKGROUND Our audit of regularity is conducted in accordance with Practice Note 10 (revised): Audit of financial 

statements of public sector entities in the United Kingdom, issued by the Auditing Practices Board.

Our approach is to obtain a sufficient understanding of the framework under which the College 

operates, and to test compliance. In particular, this includes gaining assurance that income and 

expenditure transactions are in accordance with appropriate authorities, including those of the ESFA, 

and that the accounting presentation and disclosure conform to applicable statutory and other 

requirements.

WORK 
UNDERTAKEN

We developed a regularity programme to ensure compliance with the ESFA requirements, and in 

addition our testing of controls and substantive items of expenditure ascertained whether in all 

material respects funds were used for the purposes given (including donations and all sources of grant 

funding). 

Inherent in this, and a change from the previous framework which came in last year, was the 

mandatory requirement for Colleges to complete the Self Assessment Questionnaire  to underpin the 

audit approach.

FINDINGS AND 
CONCLUSION

No issues identified.
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5.  OTHER MATTERS
Accounting Policies, Accounting Estimates and Financial Statement 
Disclosures

AREA COMMENT

Pension scheme financial and demographic assumptions

FRS102 Section 28 requires you to reflect the assets and 

liabilities arising from your retirement benefit obligations 

at fair value.  The assumptions are ultimately the 

responsibility of the Board but should be set based upon 

advice given by an actuary.

In the management representation letter we request that 

you confirm to us that the valuation of the pension 

liability is calculated with reference to market levels and 

the most relevant demographic and financial assumptions 

at 31 July 2017.

To support your assessment of whether such a 

representation to us is appropriate, we present the table 

below, which provides an indication of minimum, 

maximum and most common key actuarial assumptions 

that we have seen from a sample of valuations chosen 

from a cross-section of our client base and the position of 

Blackburn College within the ranges.

This information, taken together with your own 

understanding of the employee and scheme beneficiary 

profile for the College, can be used to highlight possible 

instances in which a chosen assumption may deviate 

significantly from what might be appropriate for your 

College.

Financial
Assumptions

Minimum Maximum Effect on 
liabilities

Discount rate 2.55%

Most common: 2.72%

Blackburn College : 2.60%

2.85% Higher

CPI inflation 2.10%

Most common: 2.37%

Blackburn College: 2.20%

2.60% Lower

Demographic
Assumptions

Minimum Maximum Effect on 
liabilities

Mortality:  

underpin
1.00%

Most common: 1.25% - 1.50%

Blackburn College: 1.50%

1.50% Higher



APPENDICES
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A1.  INDEPENDENCE

Under Auditing and Ethical Standards, we are required as auditors to confirm our independence to ‘those charged with 

governance’. In our opinion, and as confirmed by you, we consider that for these purposes it is appropriate to designate the 

Audit Committee as those charged with governance.

Our internal procedures are designed to ensure that all partners and professional staff are aware of relationships that may 

be considered to bear on our objectivity and independence as auditors. The principal statements of policies are set out in 

our firm-wide guidance. In addition, we have embedded the requirements of the Standards in our methodologies, tools and 

internal training programmes.

The procedures require that audit engagement partners are made aware of any matters which may reasonably be thought to 

bear on the firm’s independence and the objectivity of the audit engagement partner and the audit staff. This document 

considers such matters in the context of our audit for the year ended 31 July 2017. 

A  summary of fees for audit and non-audit services for the period from 1 August 2016 to date is set out on the next page.  

We report fees relating to audit within the financial statements year they relate to and are accrued in.  Other services are 

included as billed. The Post-16 Audit Code of Practice requires the Governing Body and the Audit Committee to comply with 

the mandatory requirements relating to audit and financial reporting and in the annual College Accounts Direction.  Included 

within the Post-16 Audit Code of Practice is a need for consideration of non audit services and the potential impact on the 

auditor’s objectivity, independence and opinion on the financial statements (Paragraph 33). The fees schedule provided on 

the following pages is designed to facilitate this disclosure.

Other than the items identified on the next page, we have not identified any potential threats to our independence as 

auditors.

We confirm that the firm complies with the Financial Reporting Council’s Ethical Standards for Auditors and, in our 

professional judgement, is independent and objective within the meaning of those Standards.

In our professional judgement the policies and safeguards in place ensure that we are independent within the meaning of all 

regulatory and professional requirements and that the objectivity of the audit engagement partner and audit staff is not 

impaired. 

Should you have any comments or queries regarding this confirmation we would welcome their discussion in more detail.

SUMMARY OF FEES 
(detail shown on next page)

£

Audit fee 25,500

Fees for audit related services 720

Fees for non-audit services -

TOTAL FEES 26,220

INDEPENDENCE - ENGAGEMENT TEAM ROTATION

SENIOR TEAM MEMBERS NUMBER OF YEARS INVOLVED ROTATION TO TAKE PLACE IN 

YEAR ENDED

Hamid Ghafoor - Audit partner 1 2027

Alix Siddall - Audit manager 1 2027
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A1.  INDEPENDENCE continued

Fees for audit and non audit services

2017 THREATS TO INDEPENDENCE ARISING SAFEGUARDS 
APPLIED

£'000

Audit of the College 25,500 N/A

TOTAL AUDIT 25,500

Fees billed in the year ended:

Teachers Pension EOYC audit 720 The threat to auditor independence from Audit 

Related Services is clearly insignificant.   (ES5:54)

No safeguard 

required

TOTAL AUDIT RELATED SERVICES
720   

TOTAL FEES 26,220
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A2.  MATERIALITY

ENTITY
BASIS OF CALCULATION FOR 

SPECIFIC MATERIALITY

MATERIALITY

£’000

CLEARLY TRIVIAL 
THRESHOLD

£’000

Blackburn College 1.5% of Incoming Resources 640 32

CONCEPT AND DEFINITION

• The concept of materiality is fundamental to the preparation of the financial statements and the audit process and 

applies not only to monetary misstatements but also to disclosure requirements and adherence to appropriate 

accounting principles and statutory requirements.

• International Standard on Auditing (UK) 320 ‘Audit Materiality’ addresses the concept of materiality and explains it as 

‘misstatements, including omissions that could influence the economic decisions of users taken on the basis of the 

financial statements. Materiality depends on the size of the item or error judged in the particular circumstances of its 

own omission or misstatement. Materiality provides a threshold or benchmark against which any errors or differences of 

opinion between management and ourselves can be evaluated.’ 

• It is important to understand that an item may be considered material for reasons other than size, if for example, it 

had an impact on:

− Narrative  disclosure e.g. accounting policies, going concern.

− Compliance with loan covenants.

− Instances when greater precision is required (e.g. directors’ emoluments).
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A2.  MATERIALITY continued

CALCULATION AND DETERMINATION

• We have determined materiality based on professional judgement in the context of our knowledge of the group, 

including consideration of factors such as industry developments, financial stability and reporting requirements for the 

financial statements.

• We determine materiality in order to:

− Assist in establishing the scope of our audit engagement and audit tests.

− Calculate sample sizes.

− Assist in evaluating the effect of known and likely misstatements on the group financial statements.

These figures are then adjusted, if requested, following discussion with the Audit Committee.

The planning materiality percentages to be applied to each entity level set of accounts is set out in the body of this report.

REASSESSMENT OF MATERIALITY

• We will reconsider materiality if, during the course of our audit engagement, we become aware of facts and 

circumstances that would have caused us to make a different determination of planning materiality if we had been 

aware.

• Further, when we have performed all our tests and are ready to evaluate the results of those tests (including any 

misstatements we detected) we will reconsider whether materiality combined with the nature, timing and extent of 

our auditing procedures, provided a sufficient audit scope. If we conclude that our audit scope was sufficient, we will 

use materiality to evaluate whether uncorrected misstatements (individually or in aggregate) are material.

• You should be aware that any misstatements that we identify during our audit, both corrected and uncorrected errors, 

might result in additional audit procedures being necessary.

UNADJUSTED ERRORS

• In accordance with auditing standards, we will communicate to the Audit Committee all uncorrected misstatements 

identified during our audit, other than those which we believe are ‘clearly trivial’.

• Clearly trivial is defined as matters which will be of a wholly different (smaller) order of magnitude than the 

materiality thresholds used in the audit, and will be matters that are clearly inconsequential, whether taken 

individually or in aggregate.

• We will obtain written representations from the Board confirming that in their opinion these uncorrected 

misstatements are immaterial, both individually and in aggregate and that, in the context of the financial statements 

taken as a whole, no adjustments are required.

• There are a number of areas where we would strongly recommend/request any misstatements identified during the 

audit process being adjusted. These include:

− Clear cut errors whose correction would cause non-compliance with loan covenants, management compensation 

agreements, other contractual obligations or governmental regulations that we consider are significant.

− Other misstatements that we believe are material or clearly wrong.



The matters raised in our report prepared in connection with 

the audit are those we believe should be brought to your 

attention. They do not purport to be a complete record of all 

matters arising. This report is prepared solely for the use of 

the College and may not be quoted nor copied without our 

prior written consent. No responsibility to any third party is 

accepted.
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