




























































































































































 

 

Hyelm Group 
Post Audit Management Report 

Year Ended 30 September 2019  
 



Post Audit Management Report – Hyelm Group   

We have completed the audit of “Hyelm Group” including Hyelm and Arthur 
West House Limited for the year ended 30 September 2019 and we expect 
to issue an unqualified audit opinion. 
 
This report covers the findings from our audit, the scope of which was 
communicated to you prior to commencing the work. It includes some 
recommendations for improving the accounting and internal control systems 
as well as highlighting some future developments that may be of interest to 
the board. 
 
We hope that the recommendations are practical and are able to be 
implemented. We would be grateful if you could discuss the points as a 
board and will welcome a written response. Please extend our thanks to 
Mark Sharman for all their help with the audit.   
 
If you have any concerns or questions arising from this report, please 
contact Luke Holt. 
 
Yours faithfully 
 

 
 
…………………………………………………  
Moore Kingston Smith LLP 
 
26 February 2020 
………………………………………………… 
Date 
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This report has been prepared for the sole use of the board of Hyelm and must not be shown 
to any third parties without our prior consent. No responsibility is accepted by Moore Kingston 
Smith LLP towards any third party acting or refraining from action as a result of this report. 
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As outlined in our pre-audit letter dated 28 November 2019 our audit approach is based on an assessment of the audit risk relevant to the individual financial 
statement areas.  Areas of risk are categorised according to their susceptibility to material misstatement, whether through complexity of transactions or 
accounting treatment. For each area we calculated a level of testing and review sufficient to give comfort that the financial statements are free from material 
misstatement. 
 
The following table lists any risks identified at the planning stage and during the course of the audit, our approach to mitigate the risk and our conclusions from 
completing this work 
 
 

 

Risk – Loan covenant 
compliance 

• Loan covenant breaches may 
have occurred resulting in the 
loan becoming repayable on 
demand as a short term creditor. 
Should  such a demand for 
immediate repayment be made, 
the group is unlikely to be able to 
meet its liabilities as they fall due 
and its going concern status may 
be called into question. 

 

Audit Approach 
• Ascertain the nature of each loan 

covenant including the ratio of 
earnings before interest, tax, 
depreciation and amortisation 
(EBITDA) to finance costs and 
repayments, occupancy and loan 
to value. 

• Review and sample test each 
loan covenant to determine 
whether breaches have 
occurred, including recalculation 
of interest calculations and 
tracing of repayments to bank 
statements and agreeing the 
closing balance to the bank 
letter. 

• Assess going concern where 
breaches have occurred and 
consider presentation of financial 
statements. 

Conclusion 
• We have reviewed the loan 

covenant workings and agree 
that no breaches took place in 
2019 and the forecasts do not 
suggest any loan covenant 
breaches are likely in the near 
future. 
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Risk – Consolidation 
• The Hyelm group is required to 

prepare and consolidate 
accounts. There is a risk of 
material misstatement given the 
potential adjustments, 
restatements and disclosures 
required. 

 

Audit Approach 
• Review the consolidation of 

Arthur West House Limited and 
ensure material consolidation 
adjustments have been made. 

• Review the inclusion of Ames 
House Trust as a connected 
charity "branch" in the Hyelm 
company only disclosures. 

• Complete relevant disclosure 
checklists to ensure disclosures 
are complete. 

 

Conclusion 
• We have reviewed the 

consolidation workings and 
consolidated accounts and are 
satisfied with the consolidation 
adjustments made. 

• We are satisfied that Ames 
House has been correctly 
included in the parent balance 
sheet (as a branch due to its 
linked charity status). 

• The disclosures appear to be 
complete following completion of 
our disclosure checklists. 

Risk – Arthur West House 
Limited development 

• There is a risk that pre-
development costs may be 
incurred and incorrectly included 
in prepayments or expenditure 
depending on whether the 
development proceeds. 

 

Audit Approach 
• Establish the viability of the 

development and assess 
whether pre-development 
planning and other costs should 
be expensed or prepaid. 

• Sample test relevant 
development costs to 
documentation to ensure costs 
are correctly treated and bona 
fide. 

 

Conclusion 
• We have reviewed a sample of 

the costs incurred by Arthur 
West House during the year and 
are satisfied that these have 
been appropriately capitalised in 
Hyelm and material intra-group 
transactions are correctly treated 
on consolidation. 
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Risk – Revenue recognition 
• There is a presumed risk of fraud 

or error in revenue recognition 
including the completeness of 
material revenue streams.  

Audit Approach 
• Review and sample test rental 

income, including transaction 
testing to tenancy agreements 
and analytical testing based on 
occupancy and average room 
rates. 

• Review income cut-off by review 
of transactions around the year 
end. 

 

Conclusion 
• Based on the analytical review 

and sample testing of 
transactions carried out 
throughout the year and in the 
immediate months around the 
year end, we are satisfied that 
income is not materially 
misstated. 

Risk – Creditor completeness 
• There is a risk that expenditure 

may be incomplete or recognised 
in the incorrect period resulting in 
the misstatement of creditor 
balances. 

 

Audit Approach 
• Reconcile intercompany 

balances within the Hyelm Group 
and assess the reasonableness 
of recharges made between 
entities. 

• Perform cut-off testing on a 
sample of purchase invoices and 
payments around the year end to 
ensure unrecorded liabilities are 
identified and to ascertain 
whether expenditure is posted to 
the correct period. 

• Analytically review accruals, 
other creditors and creditor days 
to determine whether these are 
in line with expectations. 

 

Conclusion 
• The intercompany balances 

reconcile and are we are 
satisfied they are materially 
correct. 

• Following review of a sample of 
payments and purchase invoices 
in the months immediately 
around the year end, and from 
analytical comparison with 
previous years and our 
expectations, we are satisfied 
that creditors are materially 
complete. 
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Risk – Fire defect claim 
recovery 

• There is a risk that the claim 
against the previous contractors 
involved with Hyelm's residential 
property in relation to costs 
incurred on subsequent remedial 
fire safety works may fail or only 
partially succeed. 

• There is a risk that the previous 
contractor may be unwilling or 
unable to settle any successful 
claim 
 

 

Audit Approach 
• Review legal advice and 

correspondence to determine 
whether the claim is likely to 
succeed and consider 
appropriateness of treatment as 
a debtor or contingent asset. 

• Review and sample test the 
schedule of costs incurred to 
relevant supporting 
documentation to determine the 
accuracy of the size of the claim. 

• Review post year end 
correspondence and receipts for 
evidence of recoverability of any 
material amounts included in 
debtors in the financial 
statements and consider 
likelihood of recovery or potential 
under provision on bad debts 
that may arise. 

 

 

Conclusion 
• We noted that the fire safety 

work in progress cumulatively 
amounted to £456,908 at 30 
September 2019, of which 
£47,262 was incurred prior to 
this financial year. 

• We noted that the legal opinion 
provided by your solicitors 
confirmed waking watch costs 
and temporary fire alarms 
totalling £342,223 (of which 
£294,840 incurred in 2018/19) 
may be more difficult to recover. 
We note that there are also 
consequential losses resulting 
from reduced occupancy during 
exploratory works in 2018/9 that 
may also be part of any future 
claim. 

• We have seen advice provided 
by your legal advisers at 
Devonshires which confirms they 
believe that there is a 60% 
chance of recovering costs from 
NHBC and Durkan in relation to 
the fire safety works above and 
are therefore satisfied that this is 
not virtually certain and should 
not be included as a debtor. We 
are satisfied that this contingent 
asset should be disclosed as it is 
probable you will recover part of 
these claims. 

• We have seen and agreed the 
contingent asset disclosure note 
included in relation to the 
prospect that the legal action 
may not succeed. 
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Risk – Management override 
• Given the size of the finance 

department, management may 
be in a position to inappropriately 
override internal controls. 

 

Audit Approach  
• Review a sample of unusual 

transactions, journals and 
balances to documentation to 
ensure they are bona-fide. 

• Assess the reasonableness of 
significant judgements and 
estimates made by management. 

• Review and evaluate controls 
over BACS payments, supplier 
set up/amendments and 
approval and processing of 
payments. 

 

Conclusion 
• We have not identified any 

evidence of inappropriate 
management override through 
review of a sample of unusual 
transactions, journals and 
balances. 

• We are satisfied that materially 
significant critical judgements 
and estimates made by 
management appear to be 
appropriate as disclosed in the 
accounting policies. 

• We note that most payments are 
still made by cheque requiring 
dual signatories. We also 
understand that Barclays require 
BACS payments (usually made 
for payroll rather than supplier 
payments) to be countersigned 
similarly which reduces the risk 
of fraud and error. 
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We are required under International Standards on Auditing to request you 
to correct all misstatements identified during our audit, with the exception 
of those that are clearly trivial. 

Corrected material misstatements and reclassificati ons 
 
Included as Appendix 1 are the corrected misstatements identified during 
the course of our audit work which have been discussed and agreed with 
you. 

Uncorrected immaterial misstatements and reclassifi cations 
 
Included as Appendix 2 are the uncorrected misstatements or 
reclassifications that are not trivial and are not material, both in isolation 
and in aggregate, which we identified during the audit work and which you 
do not propose to adjust in the financial statements. 

Observations concerning the operation of the accoun ting 
and control systems 
 
We detail in section 3 other matters concerning the operation of the 
accounting and control systems that we consider should be brought to your 
attention.  We have also included an assessment of the extent to which our 
previous recommendations have been implemented.  
 
We look forward to receiving your responses on the points raised.  
 
Due to the nature of an audit we may not have identified all weaknesses 
within the accounting and internal control systems which may exist and the 
contents of this section of our letter and any items disclosed in this report 

should not therefore be taken as a comprehensive list of such 
weaknesses.  

Significant difficulties 
 

The following significant difficulties were encountered during the audit:-  
 
Legal case to recover costs from NHBC and Durkan fo r defective past 
works 
 
During the 2018 audit we were aware of an ongoing legal case against 
NHBC and Durkan in relation to defective capital works carried out in 
approximately 2007/08. 
 
Hyelm incurred costs up to 30 September 2018 of £47,263 and in our 
opinion at the time the audit opinion was signed on the 2018 financial 
statements, we took the view that significant further costs would arise after 
this date and it was thought highly likely that if Hyelm were to propose 
settlement to NHBC and Durkan, they would very likely agree liability at 
this level given further costs would be incurred which significantly exceed 
this debtor balance and NHBC would be solvent to pay at least this sum. 
 
Hyelm has subsequently incurred further relevant fire safety costs of 
£409,646 in the year to 30 September 2019 for legal fees, risk 
assessment, training, alarms, a walking watch and other related costs.  
 
Costs continue to be incurred in 2019/20 at a rate of around £17k per 
month for recurring costs (£10,870 waking watch, £5,800 for fire detection 
rental) and other costs will likely be incurred in addition to this also. 
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We understand that no settlement has been offered to date by NHBC or 
Durkan over the disputed 70% and 30% liability respectively which Hyelm 
believe is due from these parties. 
 
One key area of dispute is that the original contract for the works done 
cannot currently be located and a court instruction via your solicitors 
Devonshires will be issued shortly to attempt to obtain this and prove a 
contractual link. There is some dispute over whether the liability lapsed 
after 6 years (as proposed by the contractor) or after 12 years under deed 
(with an expiry date on the 12 year anniversary of completion of the works 
being 17 March 2020). 
 
Due to the significantly higher sums now involved, there is significantly 
more risk that any debtor provision relating to this legal action may be 
materially misstated. 
 
We have seen advice provided by your legal advisers at Devonshires 
which confirms that believe that there is a 60% chance of recovering costs 
from NHBC and Durkan in relation to the fire safety works above and you 
may potentially be able to claim further consequential losses due to 
occupancy reductions whilst exploratory works were carried out during 
2018/19. 
 
We are satisfied that NHBC/Durkan have not made an offer to settle in part 
or in full nor have they admitted liability for any part of the claim at the audit 
report date, based on the legal advice seen and the planned signature of 
the letter of representation by the trustees immediately prior to the audit 
report being signed. 
 

The current uncertainties concerning the timing and amounts that may be 
recovered are adequately disclosed in the financial statements as a 
contingent asset and we do not believe a material debtor should be 
provided as recovery of any claim is not virtually certain at the audit report 
date. 
 

Management Representation Letter 
 
A draft of our proposed management representation letter has been sent to 
you under separate cover. All of the matters included in this letter on which 
we seek the Trustees’/Directors’ formal confirmation are in respect of 
routine matters, except for the following: 
 
13) We confirm that we believe the contingent asset disclosure in the financial 
statements relating to the ongoing legal claim for defective fire works against 
Durkan and NHBC reflects our best estimate of the current uncertainties 
concerning the timing and amounts that may be recovered. We are satisfied 
that NHBC/Durkan have not made an offer to settle in part or in full nor have 
they admitted liability for any part of the claim at the date of signature of this 
letter. 
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Hyelm 
 

 

 
 

  

Current year observation – 
Rent-free periods 
We noted that rent-free periods had not 
been correctly accounted for in relation to 
tenant leases, as shown in Appendix 1, 
journal 3. 

 

Recommendation 
Where discounted or rent-free periods are 
included in leases, the cost of granting 
these should be spread over the minimum 
lease term (e.g. to the first break clause if 
operable at year end, otherwise to the end 
of the lease period). 

 

Response 
Noted. This will be accounted for correctly 
in future periods. 

Prior year observation – 
Lessor calculations 
Error detected within management’s lease 
calculation workings in arriving at the 
breakdowns of amounts owed to Hyelm 
(current and non-current). 
Implication is that the amounts owed in 
respect of the lease was incorrectly stated 
in the year by a material amount. Error 
was due to simply not having edited the 
workings to recognise the current year 
end date within the formula. 

 

Recommendation 
Apply care when using these formula 
driven workings to ensure that all 
workings have been correctly updated as 
many of the accounts workings spread 
sheets are interlinked. 
 
2018 response 
The finance team will ensure that all 
formula driven calculations are reviewed 
and checked when preparing the accounts 
for each entity. 

 

Implementation Progress 
We identified errors in the 2019 lease 
calculations owing to one tenant lease 
calculation not accounting for a break 
clause lapsing prior to the year end, 
extending the lease length. 

 

2019 response 
This was an oversight and will, if relevant, 
be accounted for correctly in future 
periods. 
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Arthur West House 
 

 
 

No management letter points were raised on Arthur West House in 2018. 

 

Current year observation – 
Purchase invoice cut-off 
errors 
During the audit we identified several 
invoices dated September 2019 and 
October 2019 that had not been posted to 
the ledger at the date of invoice, as per 
the errors shown in appendix 1, journal 1 
and appendix 2, journal 1. 

 

Recommendation 
Invoices should always be posted to the 
purchase ledger on the date of invoice. 
Where the cost is in arrears or advance, 
appropriate adjustments to accruals and 
prepayments should be made, rather than 
adjusting the date posted to the purchase 
ledger, to avoid errors arising. 

 

Response 
Noted. The issue referred to arose due to 
misreading the invoice dates resulting in 
incorrect postings. Additional scrutiny will 
be applied in future periods. 
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1.  Housing SORP Update  

 

In October 2018, the Housing SORP was updating following the completion of a triennial review of FRS 102, the accounting standards applicable to financial 

statements in the UK and Ireland. 

 

This revised edition reflects the relevant changes to FRS 102 as well as clarifying some other areas of the previous version of the SORP. 

The key areas of change include: 

• clarifying what is included and excluded from operating surplus  

• removing the "undue cost and effort" exemption in valuing investment properties 

• allowing an accounting policy choice to carry property rented to other group entities at either cost or fair value 

• drawing attention to the requirement to include a net debt reconciliation as part of cash flow disclosures.  

 

The updated SORP will be effective for periods beginning on or after 1 January 2019, although early adoption is permitted provided all aspects are adopted 

and this fact is disclosed in the financial statements 

 

The updated SORP can be accessed here: https://www.housing.org.uk/resource-library/browse/housing-sorp-2018-update/ 

 

2.  Accounting Direction for Registered Providers o f Social Housing 2019  

 

The Regulator of Social Housing launched a consultation on changes to the Accounting Direction on 8 November 2018. The documents in the consultation 

included the proposed Accounting Direction for private registered providers of social housing for 2019. The consultation closed on 20 December 2018. 

 

The new Accounting Direction for 2019 can be found here: 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/754395/Proposed_Accounting_Direction_2019_for_social_

housing_providers.pdf 
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Key changes which will be required for the next published financial statements (December 2019 onwards) will be as follows: 

 

Removal of the Disposals Proceeds Fund 

• The requirement to constitute and present a Disposals Proceeds Fund (where applicable) until; 

• The fund is exhausted; or 

• The PRP notifies the regulator that it is unable to use or allocate, or continue to use or allocate, funds in its DPF in accordance with the Direction; or 

• Until 6 April 2020 

Whichever is the earliest occurring event. 

 

Value for Money disclosures 

The requirement to annually publish information within the statutory accounts to enable stakeholders to understand the Registered Providers: 

• Performance against its own value for money targets and any metrics set out by the Regulator, and how that performance compares to peers and 

targets set 

• Measurable plans to address any areas of underperformance, including clearly stating any areas where improvements would not be appropriate, and 

the rationale for this going forward 

 

Reconciliation of units managed/owned 
A requirement to explain the reason for movements in the number of different types of units of social housing between those owned and managed at the start 

of the accounting period and those owned and managed at the end. 

 

3.  NHF Housing Governance Code - Consultation  

 
Hot off the heels of the Charity Governance Code seeking consultation responses for a “refresh” (which can be accessed here - 

https://www.charitygovernancecode.org/en/about-the-code-1/improving-the-code), the National Housing Federation has also issued its first (of three stages) 

consultation review of the NHS Governance Code. Last updated in 2015, the Code remains the “go to” document for governance in the Housing sector and 

the RSH continues to require registered Housing Associations to be complying with “a relevant code” as part of its governance and viability standard. 
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The consultation (available here - https://www.housing.org.uk/resources/code-of-governance-review---first-stage-consultation/) concentrates largely on the 

principles of the updated Code and is coupled with a detailed consultation response covering a wide range of areas. The current proposed new structure for 

the Code is as follows: 

 

“In setting out the principles below, we have drawn from those in the 2015 Code of Governance and sought to strengthen and enhance them.  

Clarity of purpose: The board is clear in its role and purpose in setting strategic direction and defining the culture of the organisation.  

Ethics: The board operates to high ethical standards, explicit values and appropriate codes of governance and conduct.  

Accountability: There is full accountability to, and involvement of, residents and other stakeholders. Particularly – and where appropriate – in making 

decisions that affect residents’ homes and communities.  

Residents first: The board acts in a way that empowers residents and facilitates a strong relationship between the organisation and its tenants, residents and 

service users.  

Transparency: There is an active and open approach to communicating governance decisions and activities. Full and frequent disclosure of governance 

matters and other significant information is standard practice.  

Ambition: Opportunities are actively identified and reviewed considering the need for sustained organisational success.  

Equality, diversity and inclusion: There is a fairness of equality and opportunity and an active demonstration of diversity in all aspects of the organisation’s 

governance – people, roles and approaches.  

Review: There are formal processes for the periodic review of the board’s own performance and decision-making, which actively encourage scrutiny by 

residents and service users.  

Clarity: There is clarity of roles and responsibilities and an appropriate division of responsibilities between the organisation’s board members and staff.  

Control: There is an effective approach to audit, risk management, internal control and financial oversight. Structures: There are effectively resourced staff 

and committee structures to support the organisation’s ambition.” 

 

Although early days in terms of the consultation, the associated documents make it clear that the sector has moved on since the last Code in 2015 and the 

updated version to be finalised in due course, will be more far reaching in terms of considerations and requirements around (and not limited to) “Safeguarding, 

health and safety in light of Grenfell, equality and trust). 
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We recommend all our Moore Kingston Smith Housing c lients seek to review and feed into the consultatio n accordingly. The closing date for 

responses is the 13 March 2020.  

 
4.  Significant fraud leads to Governance downgrade  

 
Recent publications from Homes England and the Regulator of Social Housing outline a compliance case involving a South West England based Housing 

Association that suffered a significant cyber fraud: 

 

Losses as a result of this fraud appear to be significant and could be into seven figures. 

 

The fraud, although complex using cyber and IT techniques to replicate true suppliers, could have been stopped at source had a control in place at the 

Housing Association (which was implemented) operated correctly (there appears to have been manual error and oversight) 

 

The ramification of a fraud/cyber fraud can now be seen by the sector and the Regulator has provided a downgrade from G1 to G2 largely due to this fraud 

taking place. 

 

We also reiterate to our Housing clients (and please Common frauds and controls provided to you on a previous sector update) that designing and 

implementing controls are only effective, if checks and training are undertaken to ensure they are operating.  

 

Further information regarding this case can be found here - https://redkitehousing.org.uk/latest-news/2020/janu ary/weve-been-cyberconned  and 

https://assets.publishing.service.gov.uk/government /uploads/system/uploads/attachment_data/file/861113 /Red_Kite_Community_Housing_Limited
_RJ_29.01.20.pdf   
 

Moore Kingston Smith can also assist further in this area in relation to fraud and cyber crime via training sessions for Management and/or Board, a review of 

potential risk areas and cyber crime specific areas such as Cyber Essentials accreditation or penetration testing. Please contact Luke Holt, your Moore 

Kingston Smith Partner, for further information. 
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5.  Financial Comparison Data 
 

Sector analysis has been undertaken on the top 30 Housing Associations in the country and we share with you below the results, for comparison/reference 

and potentially peer group benchmarking depending on size and complexity.  The overall picture appears to be a trend towards an increase from the prior year 

metrics, except for an erosion of operating surpluses from 2018 through to 2019:- 

 

Turnover – 2019 Turnover – 2018 Difference  Change  

£11,882.45M £11,772.71M £109.74M 0.93% 
 

Operating Surplus – 2019 Operating Surplus – 2018 Difference Change 

£3,472.27M £3,609.29M (£137.02M) (3.80)% 
 

Repairs Satisfaction – 2019 Repairs Satisfaction – 2018 Difference Change 

89.77% 88.89% 0.87% 0.98% 
 

Operating  Cost Per Home – 2019 Operating Cost Per Home – 2018 Difference Change 

£4,073.98 £3,856.12 £217.86 5.65%  

Average Days to Relet – 2019 Average Days to Relet – 2018 Difference Change 

27.91 27.54 0.38 1.37% 
 

Repairs & Maintenance Cost Per Home – 2019 Repairs & Maintenance Cost Per Home – 2018 Difference Change 

£1,156.55 £1,105.58 £50.97 4.61%  
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Management Cost Per Home – 2019 Management Cost Per Home – 2018 Difference  Change  

£1,092.37 £1,042.19 £50.18 4.82%  

Responsive Repairs Service Cost Per Home – 2019 Responsive Repairs Service Cost Per Home – 2018 Difference Change 

£791.64 £736.01 £55.63 7.56%  

Routine R & M Expenditure – 2019 Routine R & M Expenditure – 2018 Difference Change 

£1,090.70M £1,029.75M £60.95M 5.92%  

Planned Maintenance Expenditure – 2019 Planned Maintenance Expenditure – 2018 Difference Change 

£595.51M £525.36M £70.16M 13.35% 
 

Improvement Works – 2019 Improvement Works – 2018 Difference Change 

£1,397.90M £1,252.43M £145.48M 11.62% 
 

Void Losses – 2019 Void Losses – 2018 Difference Change 

£98.67M £87.88M £10.79M 12.27% 
 

Number of Employees – 2019 Number of Employees – 2018 Difference Change 

71,142 71,069 73 0.10% 
 

Wages – 2019 Wages – 2018 Difference Change 

£2,144.07M £2,070.66M £73.41M 3.55% 
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Chief Executive pay – 2019 Chief Executive pay – 2018 Difference  Change  

£8.31M £7.74M £0.57M 7.40%  

Chief Executive pay per home – 2019 Chief Executive pay per home – 2018 Difference Change 

£6.48 £5.97 £0.51 8.61% 

    

 

6.  Charity Governance Code - most common areas for  feedback/consideration  

 

The revised Charity Governance Code (“CGC”) was issued July 2017 (and is currently out for review and consultation until 28 February 2020) and we have 
been working with a significant number of clients since that date, undertaking a wide variety of governance projects, underpinned by the Code. 
 
The Code’s Principles, rationale and outcomes apply to all charities, although the recommended practice to meet those Principles will vary.    As the Code is 
not mandatory this offers flexibility, in terms of approach and timing, to charities who are interested in benchmarking themselves against it.  Many of our 
governance reviews focus in some way on looking at all or a selection of the CGC Principles, depending on our client’s needs.  We help clients to assess 
themselves against the CGC, through identifying relevant best practice – and benchmarking the organisation against it (we use our wide ranging and 
extensive experience of the nfp sector, and its subsectors, to help with this).   
 
In relation to the Seven key CGC principles, there are a number of “common” charity governance areas that appear more often than not, outlined below: 
 

- Are all Trustees sufficiently aware of the current requirements of their position – CC3 Trustee guidance, recent changes in the sector and new 
developments, for example. An induction is an excellent starting point, but there is no replacement for on-going training throughout their term in office. 

- How the charity considers the most appropriate skills mix of the Trustee Board (or Committee), when this was last reviewed and whether an external 
perspective or specialist has even been engaged to advise. Sector publications such as “Taken on Trust in 2018” indicate a dearth of Trustee skills in 
important areas including fundraising, IT and cyber across the charity sector, how does you charity compare? 

- For those larger charities reviewed, on the whole, there are fit for purpose delegation frameworks and terms of reference for Sub-Committees and 
Working Parties. Often, and somewhat counterintuitively, documentation of those “matters reserved for the Board or Board of Trustees” is usually less 
well documented and understood. 
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- Diversity is an area where the sector is beginning to make inroads, but the sector as a whole still agrees there is a way to go. Recent sector 
publications showed the skewed nature of Trusteeship towards certain demographics, and although this only one example of diversity, continued 
improvement towards more of a status quo in this area is seen as important by Moore Kingston Smith. Likewise, stepping back and considering “what 
does Diversity mean for our Charity” can lead to an interesting and fulfilling discussion, rather than just considering a generic “diversity objective”. 

- A bedrock of the current governance structure in place at the vast majority of charitable organisations is the theme of “strategic versus operational”. 
The Trustees and Committees of the Board should major on Strategy, with the operational day to day activities the responsibility of the key 
management personnel.  

Where Moore Kingston Smith has undertaken governance reviews as a result of “key event or occurrence” requiring our assistance, it has unfortunately 
become common place for this grey line between strategy and operations to be overstepped. 

Some charities want a comprehensive, independent review of processes, policies and structures.  We also help Boards to validate what they are doing or 
planning to do. Clients see our governance reviews as a positive experience even though, invariably, there are actions / recommendations to consider.  Our 
approach is a combination of desktop review (documents, minutes etc) combined with interviews, discussion, observation – for example, through attending 
meetings as an observer.  However we work with your organisation, we will always ensure that your governance review is proportionate, relevant and tailored 
to the circumstances and nature of your charity. 
 
Clients value the fact that we are providing an external perspective, cutting through any issues of culture, custom and practice, potential or actual conflict. We 
weigh up options, provide a balanced perspective and help clients to focus on important / urgent things (we ‘Red/Amber/Green’ rate actions). 
   
Following our governance reviews, we often suggest to clients that they revisit one or two Principles of the Code at a time and debate them at pre-agreed slots 
during the Board meetings over, for example, 12 to 18 months.  This works well when different Trustees or sub-groups take the lead for reviewing the 
Principle/s, leading the debate around it, and assessing progress against action plans – this doesn’t necessarily have to be led by the Board’s Chair.   
 
Integral to the Code’s Principles is the promotion of the importance of sound boardroom behaviours.  We therefore help Boards to consider their own 
‘behaviour’ and ways of working. Behaviour is key to effective governance – a lot of our findings highlight the importance of the ‘softer’ aspects of governance 
such as behaviour, leadership, teamwork, engagement, interaction – not just the more formal matters of structures, ToR, policies etc.  These aspects are 
explored further by sector publications such as by The Governance Institute in its Guidance Note “Improving charity boardroom behaviours” issued in July 
2018 – we often make reference to this in our work. 
 
We note on a significant number of our governance assignments, that the charity in question has been unable to “keep up to speed” with the fast moving and 
flux nature of the NFP sector. Important updates such as safeguarding, whistleblowing and GDPR (to name just a few) and the associated policies and 
implementation required have not been achieved. During and post our reviews, we are able to use our multi-disciplinary NFP specialists across Moore 
Kingston Smith to advise and draft the required policies and frameworks. 
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Although every governance review by Moore Kingston Smith is bespoke and tailored, the output is always different to our clients. 
 
Should you have any questions regarding the above, would be interested in hearing more about our Governance services or would like to instruct Moore 

Kingston Smith to undertake a review against the Charity Governance Code, please contact NFP Partner, Luke Holt, on lholt@mks.co.uk or 0207 566 3636. 

 

7.  Consultation on the Charity Governance Code  

 

Back in July 2017, the sector published the 3rd Edition of its Charity Governance Code for Trustees, which the Charity Commission had endorsed and is using 
it as their kite-mark (having withdrawn their own guidance “Hallmarks of an Effective Charity”). 
 
Following three years of application of the Code (and with recent research indicating more than half of larger charities are making reference to the Code in 
their Trustees Report), the Steering Group has published a consultation which is now open until 28 Feb 2020.  
 
The focus of the consultation is not a “full re-working” of the Code (it is expected that the seven principles outlined below will remain largely unchanged), more 
that the Steering Group is aware that a number of areas of the sector have developed since 2017 and require a light touch update. 
 

Responses to the consultation and the overview proposals, can be accessed through the link https://www.charitygovernancecode.org/en/about-the-code-

1/improving-the-code 

 

Included within the 15 consultation questions are two areas which are suggesting the largest changes to the Code, which have arisen due to recent sector 
reports and headlines covering both diversity and safeguarding. These two questions are as follows: 
 
“11. We have identified the following areas where the Code might benefit from immediate changes. The following questions explore these areas: 
i. Should the Integrity principle say more about charities’ ethical principles and the right to feel safe? If yes, what might it say or require? 
ii. Should the Diversity principle be renamed, for example to ‘Diversity and Inclusion’ or 
‘Equality, Diversity and Inclusion’ to reflect good practice in this area? Please explain your response. 
iii. Is there any additional or different recommended practice that should be included as part of this principle regarding diversity? Please provide further 
information.” 
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Included below is the background to the Code for reference. 
 
The Code starts with a ‘foundation principle’ that should be taken as a ‘given’ that all Trustees understand their legal duties and are committed to their cause 
and good governance. The Code then develops seven principles: 
 

• Organisational purpose  

The board is clear about the charity’s aims and ensure that these are being delivered effectively and sustainably. 
 

• Leadership 

Every charity is led by an effective board that provides strategic leadership in line with the charity’s aims and values. 
 

• Integrity 

The board acts with integrity, adopting values and creating a culture which helps achieve the organisation’s charitable purposes. The board is aware of 
the importance of the public’s confidence and trust in charities, and trustees undertake their duties accordingly. 
 

• Decision-making, risk and control 

The board makes sure that its decision-making processes are informed, rigorous and timely and that the effective delegation, control and risk 
assessment and management systems are set up and monitored. 
 

• Board effectiveness 

The board works as an effective team, using the appropriate balance of skills, experience, backgrounds and knowledge to make informed decisions. 
 

• Diversity 

The board’s approach to diversity supports its effectiveness, leadership and decision-making. 
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• Openness and accountability 

The board leads the organisation in being transparent and accountable. The charity is open in its work, unless there is good reason for it not to be.  
 

Should you wish to discuss the above in further detail, please contact your usual MKS Partner or Luke Holt (lholt@mks.co.uk) who leads on our governance 

work in the sector. 

 

8.  Essential Cyber Defences for Charities – Cyber Essentials accreditation  

 

Confidentiality of information in Charities has always been of paramount importance. A breach affecting records of its data which could involve donors, 
children, ethic and religious categories is typically very serious and would invite increased regulatory and public scrutiny with potential severe financial 
penalties.  Uncontrolled disclosure of any sensitive information could severely undermine the trust and confidence of the public engaged with them, as well as 
compliance issues within the governing structure. 

Furthermore, reflecting the general pervasiveness of technology in our lives, charities are much more reliant on IT to both process data, marketing and 
financial information. An IT outage affecting the computer system may, within quite a short time frame, affect the charity to operate. 

The security threat from the simple use of e-mail and the web is very real, with phishing and ransomware attacks commonplace in today’s internet-connected 
world. Successful cyberattacks range from the theft of sensitive information to long-term disruption to the operation of IT systems. 

Maintaining a minimum level of cyber compliance across a Charity’s IT infrastructure is therefore absolutely key to not falling victim to a cyberattack. As 
technology constantly evolves becoming more ingrained into daily life, it is often difficult to know what this minimum level looks like in practice. The technical 
capabilities to strengthen cyber security defences is not always internally available within the Charity. For Trust Governors, it can be challenging to determine 
whether the Charities its infrastructure is adequately protected against the omnipresent threat of a cyberattack. 

This issue facing the sector and other organisations across the country led to the UK Government introducing the Cyber Essentials scheme. The scheme is 
designed to protect organisations against 80% of the most common cyber-attacks which can impact businesses of all sizes, industries, and sectors.  The 5 
controls within the Cyber Essentials scheme are designed to protect your organisation against these types of cyber-attacks and guard your internet 
connection, devices, data and services. 

The government overview: https://www.gov.uk/government/publications/cyber-essentials-scheme-overview  
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Basic Level Cyber Essentials is a self-assessment and provides a basic level of assurance that the controls have been implemented correctly by the 
organisation. Cyber Essentials Plus covers the same requirements but is based on an on-site audit and therefore provides independent assurance of the 
effectiveness of these controls. 

 

How can Moore Kingston Smith help you? 

Moore Kingston Smith offer Cyber Security and Data Protection solutions which includes Cyber Essentials, Penetration Testing and Auditing along with GDPR 
and outsourced Data Protection Officer solutions to ensure that your Trust can demonstrate compliance.  

To find out more about Moore Kingston Smith’s Cyber services, please contact you usual Moore Kingston Smith Partner. 

 

9.  Renewing fixed term employment on a regular bas is  

 

Employers cannot safely dismiss a fixed term employee just because the contract comes to a natural end if they have renewed the contract for two or more 
years, without a break of more than two weeks in between contracts. 

Many charities benefit from regularly engaging staff on a temporary basis to fulfil functions, whether as a consultant, on a fixed term contract, or temporary staff.   

Whilst this can be beneficial for the short term, it is important to bear in mind that hiring employees on this basis means that they accrue service and, after two 
years, they could gain full employment rights.   

Employers should be aware that renewing contracts for longer than 2 years’ would also lead to an obligation to follow a formal dismissal process, showing there 
is a fair reason for not renewing the contract. Failure to do so could lead to claims of unfair dismissal being brought at Tribunal.  

A break in between fixed term employment contracts of at least two weeks can reduce employers’ risks, breaking continuous service so the next contract is 

fresh employment instead of continuation of the previous employment. 
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Hyelm 

 

 
 

  

Surplus /
DR CR DR CR (deficit)

Per closing trial balance (109,568)

1 -

Amounts owed to Arthur West House 14,044        
G01 Other debtors 14,044        

2 -
Accruals 28,194        

J04 Deferred income 28,194        

3 Being recognition of reduced rent 
Accrued income 15,321 15,321 

T01 Rental income - non social activities 15,321

Per financial statements (94,247)

SOFA BS

Being reclassification of rent received in advance from accruals to deferred income

Being the reclassification/netting off of the amount owed by Arthur West House to Hyelm 
incorrectly included in trade creditors
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Arthur West House 

 

 
 

 

Profit/(loss)
DR CR DR CR

Per tral balance 15,676 

1 -

J01.xlsx Dr Trade Creditors 14,044 
Cr Interco Debtors (Hyelm) 14,044 

Per financial statements 15,676 

P&L BS

Being the reclassification/netting off of the amount owed from Arthur West House to Hyelm which 
was included in trade creditors incorrectly.
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Hyelm 

 

 
 

Arthur West House 

 

 
 

 

Surplus /
DR CR DR CR (deficit)

1 -
Trade creditors 16,594        

J04 Accruals 16,594        

Potential unadjusted error to surplus/(deficit) -

Being reclassification of trade creditor to accruals

SOFA BS

Profit/(loss)
DR CR DR CR

1 Being invoices received post year end relating to year which should have been accrued for (2,400)
Q01 Dr Expenditure 2,400          

Cr Trade creditors 1,083          
Cr Accruals 1,317          

Potential unadjusted error to surplus/(deficit) (2,400)

P&L BS
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Engagement & Independence 
 

Our engagement objective was the audit of “Hyelm Group” including Hyelm 
and Arthur West House Limited. 
 
We have implemented policies and procedures to meet the requirements 
of the Financial Reporting Council’s (FRC) Ethical Standards.  To this end 
we considered our independence and objectivity in respect of the audit for 
the period under review before commencing planning our audit and 
communicated with you on these matters in our pre-audit letter dated 28 
November 2019. 
 
No other matters have come to our attention during the audit which we are 
required to communicate to you and the safeguards adopted were as 
described in our pre-audit letter. 

Qualitative aspects of accounting practices, accoun ting 
policies and financial reporting 
 

Based on our audit work performed, we believe that the 
Trustees’/Directors’ Report and financial statements for the period under 
review comply with United Kingdom Accounting Standards and the 
Companies Act 2006. 
 
During the course of our audit of the financial statements for the period 
under review we did not identify any inappropriate accounting policies or 
practices. 

Matters specifically required by other Auditing Sta ndards to 
be communicated to those charged with governance 
 
Other than as already explained in our Engagement Letter, Pre-Audit 
Letter/ Planning discussion and this Post-Audit Management Report, there 
are no other specific matters to communicate as a result of our audit of the 
financial statements under review. 
 

 


