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solely for the purpose of explaining the scope of the audit, 
our proposed audit approach, and to highlight the key risks 
that we will be focusing our audit work upon, forming part 
of the ongoing communications we are required to make 
under International Standard on Auditing (UK and Ireland) 
260 – Communication of audit matters with those charged 
with governance.  
 
Therefore, the report may not, without our express written 
permission, be relied upon by Punchdrunk and Punchdrunk 
Theatrical Experiences Ltd for any other purpose 
whatsoever, be referred to in whole or in part in any other 
external document or made available (in whole or in part) 
or communicated to any other party. Goodman Jones LLP 
neither owes nor accepts any duty to any other party who 
may receive our Report and specifically disclaims any 
liability for any loss, damage or expense of whatsoever 
nature, which is caused by their reliance on our Report. 
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1 AUDIT SUMMARY 

1.1 Purpose 

Our responsibilities as auditors are set out in the International Standards 
on Auditing (UK and Ireland) (“ISAs”).  We are responsible for 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 or 
those charged with governance of their responsibilities. 

We have carried out our audit in accordance with the terms of our 
engagement letter dated 11 October 2017 order to express an audit 
opinion for UK statutory purposes on the financial statements of the 
following entities for the year ended 31 March 2016: 

 Punchdrunk  

 Punchdrunk Theatrical Experiences Ltd  

In this report, we present the key findings from our audit, together with a 
commentary on the significant matters arising. 

This report has been discussed comprehensively and agreed with Trustees 
and management during a Finance Committee meeting. 

1.2 Audit approach and materiality 

Our audit planning has taken account of the issues highlighted through 
planning discussions with you, together with our knowledge and 
understanding of the business from previous years.   

We confirm that there were no restrictions on the scope of our audit 
procedures.    

In our planning we have taken account of the results of our risk 
assessments made in accordance with the guidance set by the ISAs. 

 In planning and carrying out our work, we applied a materiality 
level of £26,000 to Punchdrunk group (based on 1.5% of turnover). 

 We explain in Section 2 how audit risks at planning stage have been 
addressed. 

1.3 Accounting policies 

In preparing the financial statements of the Group, trustees are required 
to review the Group’s accounting policies on an annual basis to ensure 
they remain appropriate to the Group’s circumstances and are properly 
applied. 

We have reviewed the accounting polices selected and operated by the 
Group, and are satisfied that they are acceptable. 

1.4 Significant findings  

There are no significant issues that we wish to bring to the Trustees’ 
attention.  

1.5 Accounting estimates and judgements  

There are no significant matters that we wish to bring to the Trustees’ 
attention. 

1.6 Accounting and financial control systems 

During our audit we examined the design and implementation of the 
internal controls relevant to the accounting systems and procedures. 

The review of internal controls was carried out with a view to expressing 
an opinion on the financial statements for the year and was not directed 
primarily towards discovering weaknesses or towards the detection of 
fraud. Therefore our comments on these systems include only those 
matters that have come to our attention as a result of our normal audit 
procedures, and consequently our comments should not be regarded as a 
comprehensive record of all weaknesses that may exist or of all 
improvements that might be made.  
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We set out in Section 3 the matters that we became aware of during the 
course of our audit, which we believe are significant and should be drawn 
to your attention for further action. 

1.7 Management representations 

There are certain specific representations which we are required by 
auditing standards to obtain from management as part of our audit 
procedures. These have been included in the letter of representation. 

In addition, we are required to obtain other representations on matters 
material to the financial statements where other sufficient appropriate 
audit evidence cannot be reasonably expected to exist. 

1.8 Identified misstatements 

We are required to report to you all misstatements identified during the 
audit, other than those that are clearly trivial, and to request that 
management correct them. 

We have taken clearly trivial as being less than £1,300 for Punchdrunk 
group. 

We bring to your attention the uncorrected misstatements detailed in 
section 4 below. The aggregate impact of uncorrected misstatements on 
the SOFA, were they to be processed, would result in an increase of the 
net loss of £5,617 for Punchdrunk group. These uncorrected 
misstatements are immaterial individually and in total, and so no 
adjustment is required. 

We also bring to your attention the misstatements identified during the 
audit that have been agreed by management and corrected in the 
financial statements.  These are also detailed in section 4. 

1.9 Audit opinion 

Based upon the findings and conclusions of our work, we expect to issue 
an unqualified audit opinion on the financial statements.   

 

1.10 Other matters required by Auditing Standards to be 
communicated 

We have advised you of the non-audit services provided by this firm and 
the safeguards that we intended to apply to maintain audit 
independence. 

We confirm that the firm has implemented the stated safeguards and has 
complied with the relevant ethical requirements concerning audit 
independence. 

There are no other matters required by auditing standards that we are 
required by auditing standards to communicate to you. 

Please note that this report has been prepared for the sole use of 
Punchdrunk group. It must not be disclosed to third parties, quoted or 
referred to, without our prior written consent. No responsibility is 
assumed by us to any other person. 
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2 AUDIT AND ACCOUNTING ISSUES IDENTIFIED AT PLANNING STAGE 

High risk audit issues identified at planning stage were addressed as follows: 

Audit risk identified  Audit procedures undertaken Conclusion 

Risk of incorrect income recognition Review of grant income for cut-off and 
performance conditions of multi-year grants to 
ensure income recognised in the correct period. 

Income is generally recognised correctly and 
any differences have been appropriately 
adjusted. 

Risk of incorrect categorisation of income and 
expenditure by restricted fund 

Review of restricted fund income and 
expenditure in nominal ledger per restricted 
job codes  

Income and expenditure are generally 
recognised in the correct fund, and any 
differences have been appropriately 
adjusted. 

 
Low risk audit issues identified at planning stage were addressed as follows: 
 

Audit risk identified  Audit procedures undertaken Conclusion 

Long term going concern Review of going concern basis during standard 
audit testing and review of forecasts. 

Going concern basis is appropriate. 

Risk of items posted to the incorrect entity During standard audit testing, general ledger is 
reviewed for items posted to the incorrect 
entity. 

No items discovered in the incorrect entity 

Risk of fraud Consider possibility fraud during standard audit 
testing 

No indications of fraud 

Risk of override by management Consider possibility of management override 
during standard audit testing 

No indications of management  override 

Undisclosed related parties Obtained written confirmation in the letter of 
representation that the information provided 
regarding related party and control disclosures 
is complete. Also, review minutes of Trustee 
meetings for any business relationships. 

There do not appear to be any undisclosed 
related parties. 
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3 AUDIT AND ACCOUNTING ISSUES IDENTIFIED DURING THE AUDIT 

3.1 Introduction 

We set out below the significant matters we became aware of during our audit, which relate to the effectiveness of the Group’s accounting and financial 
control systems.  We have used the following grading system to indicate the significance of the issues we have raised and the priority that we believe should 
be given to our recommendations: 

 

Rating Description 

(H)igh Should be urgently attended to by the Trustees and management. 
These are significant issues that may result in a qualification in the audit report in future periods if not 
satisfactorily addressed. 

(M)oderate Issues requiring the attention of the Trustees and management. 
Issues ranked as moderate require close monitoring by the Board and senior management to ensure timely 
resolution. 

(L)ow Issues requiring management attention and correction.  
Issues ranked as low are generally routine in nature and should be resolved by general management. 
The Board and senior management should be aware of these issues to enable monitoring of progress with 
their resolution.  These issues may be reported to management in less detail than more highly rated issues. 
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3.2 Issues noted  

Issue Potential effects  Risk Suggested solution Management response 

80% rates relief for charities 
Punchdrunk receives 80% rates 
relief available to charities. The 
rates bills are addressed to 
Punchdrunk.  
 
However, the Charity recharges 
PTEL and Punchdrunk Global for 
overheads, including rates. 
 
As Punchdrunk Global is a 
commercial entity, the local 
authority may restrict the rates 
relief available if it is considered 
that the premises are not used 
wholly or mainly for charitable 
purposes. 

 
Removal of (part of) 80% relief 
for rates, leading to higher 
overhead costs for the Charity. 
 

M  
When calculating recharges, 
include consideration as to 
whether the premises could be 
considered to be mainly used for 
charitable purposes. 
 
Consider liaising directly with the 
local authority or taking 
independent advice to determine 
whether there is a risk to the 
Charity and what could be done 
to mitigate a  potential claw back 
of relief. 
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3.3 Prior year issues reviewed 

Prior year issue Prior year suggested solution Current year progress 

Lack of exchange gain or loss recognised  
Transactions in foreign currencies are 
currently recognised upon receipt/payment 
at the GBP value. This may give rise to cut-
off issues if items are not recognised on an 
accruals basis.  
 

 
Consideration should be given as to whether an 
accounting system that can process multiple 
currencies would be more appropriate, especially if 
the same system is to be used for Punchdrunk Global, 
which may see more transactions in foreign 
currencies.  
 
We also recommend that foreign currency 
transactions are recognised on an accruals basis at 
spot rate. 

 
There has been no further progress on this issue, 
and transactions in foreign currencies are still 
recognised upon receipt/payment at the GBP 
value 
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Prior year issue Prior year suggested solution Current year progress 

Accounting function resource 
Bookkeeping and internal accounting is 
currently undertaken by one individual 
(Judith) supported by Ciaran o’Donnell (a 
freelance finance director). Coding and job 
allocation of invoices is done by project 
leaders. Invoices are coded and allocated to 
jobs/entity by staff with no accountancy 
training, and not always individually 
reviewed before posting to Mamut. 
 
There is a risk that items are allocated to the 
wrong entity or job code, which could 
distort management and statutory 
reporting, and impact upon fund balances.  
 
However, we comment that we did not 
identify any significant instances of 
misposting or misallocation 

 
Consideration should be given as to whether the in-
house accounting function needs additional capacity, 
especially given Punchdrunk Global is expanding and 
will require more time resources going forward. 

 
Punchdrunk Global has employed a new 
accountant who works solely on Punchdrunk 
Global, to improve company segregation of 
duties. 
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Prior year issue Prior year suggested solution Current year progress 

Lack of review of restricted funds  
Balances on restricted funds are not 
monitored during the year, and are only 
reviewed during the annual audit process. 
Potential effects include: 

 Incorrect restricted funds balance 
with possible over or under 
expenditure 

 Distorts management information 
and impacts future planning 
(uncertainty over unrestricted fund 
balances) 

Significant additional time is required at the 
year-end to identify the transactions and 
balances on each restricted fund 

 
Restricted funds must be monitored during the year 
to ensure no over/under spend and to ensure the 
Charity is aware of available unrestricted funds so 
that it can plan future projects accordingly. 
We also recommend that an accounting system is 
used to review income and expenditure allocations 
per project. Projects can then be restricted or 
unrestricted and overall balance of restricted funds 
easily reviewable. This should help to save significant 
time resource each year when this process is done via 
Excel. 

 
A funds tracker has been created that provides a 
good overall summary of the status of funds for 
monitoring purposes in the management 
accounts.  

Review of Wages controls required 
It was noted that Wages/Payroll folder is 
kept on an open shelf (clearly labelled as 
wages). 
 
In addition, some employment contracts are 
not up to date. 
 
Personal information and salary details are 
sensitive data and whilst there is a culture of 
openness, confidentiality is important. 
 
Any visiting third parties may also have 
access to the folder. 

 
Such information should be kept separate and locked 
away with access only by authorised individuals. 

 
Although most of the wages information is now 
kept locked away, it was still easy to access a 
folder with some current payroll information in. 
 
Contracts reviewed were up to date. 
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Prior year issue Prior year suggested solution Current year progress 

Cut off on royalty payments 
Royalty income cut off was correctly 
calculated but it was noted that royalty 
payments had not been fully accrued (where 
they remained unpaid at the balance sheet 
date).  
 
Expenditure is understated and this impacts 
upon year-end reserves levels (which in turn 
may impact upon future project planning). 

 
Royalty payments should be reviewed and reconciled 
to the royalty control spreadsheet to ensure cut-off 
correct.   

 
As noted last year, significant royalty payments 
relating to the year ended 31 March 2017 which 
were invoiced after the year end had not been 
accrued. 

Lack of controls for Book Sales 
It has been noted that book sales income 
stream is not regularly reviewed and 
reconciled. This is partly due to availability 
of supplier monitoring statements but 
online access is available. Monitoring is by 
staff not accounts trained. 

 
We recommend that such items are reconciled 
regularly. 

 
As book sales were so small in the year, it was not 
considered necessary to review this control. 

Charity Commission not updated for 
statutory changes 

All changes in Trustees/Company Secretary are 
recorded at Companies House and the Charity 
Commission promptly. 

This year, all changes in Trustees/Company 
Secretary are recorded at Companies House and 
the Charity Commission. However, the rent 
deposit deed is still shown on Companies House 
as outstanding despite being returned in May 
2017. 
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4 UNADJUSTED/ADJUSTED MISSTATEMENTS 

4.1 Introduction  

A summary of the unadjusted/adjusted misstatements identified during the course of our work has already been provided. We have not disclosed those 
items that we consider to be ‘clearly trivial’ in the context of our audit. For this purpose, we consider ‘clearly trivial’ to be any matter less than £1,300 for 
Punchdrunk group in aggregate.  

 

5 FORTHCOMING REGULATORY CHANGES AND OTHER MATTERS TO NOTE 

5.1 Charity Commission guidance updates 

The Charity Commission regularly updates its guidance for changes within the sector. Recent changes to its guidance include: 

1) When to change your charity structure 

https://www.gov.uk/change-your-charity-structure 

2) How to make changes to your governing document 

https://www.gov.uk/how-to-make-changes-to-your-charitys-governing-document 

3) How to merge and link charities 

https://www.gov.uk/how-to-merge-charities 

4) The Essential Trustee  

This is important guidance that the Charity Commission expects all Trustees to have read, which regards legal duties and best practice stewardship. 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/377293/Consultation_The_essential_trustee.pdf  

5) Safeguarding children and young people 

https://www.gov.uk/government/publications/safeguarding-children-and-young-people/safeguarding-children-and-young-people 

 

6) Charities: how to protect vulnerable groups including children 

https://www.gov.uk/guidance/charities-how-to-protect-vulnerable-groups-including-children 

7) Conflicts of interest: a guide for charity trustees 
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https://www.gov.uk/government/publications/conflicts-of-interest-a-guide-for-charity-trustees-cc29/conflicts-of-interest-a-guide-for-charity-trustees  

5.2 Charities (Protection and Social Investment) Act 2016 

The above Act introduces various new requirements on charities in respect of fundraising practice and accountability. From 1 November 2016, the Act 
includes: 

 Strengthening of the Charity Commission’s powers regarding removing, suspending or preventing a person from holding a role within a charity. 

 Allows voluntary sector organisations to make social investments. 

The Act also includes new fundraising regulations discussed in more detail below. 

5.3 New Fundraising Regulations 

New rules for charity fundraising came into effect on 1 November 2016. They affect the trustees’ annual reports of larger charities that fundraise from the 
public, as well as the contents of the agreements that must be in place when professional fundraisers or other businesses (‘commercial participators’) raise 
money for charities. 
 
The changes are introduced by the fundraising sections of the Charities (Protection and Social Investment) Act 2016. They will help charities to demonstrate 
their commitment to protecting donors and the public, including vulnerable people, from poor fundraising practices. The new law will also help to ensure 
that fundraising standards form part of the agreements between charities and any commercial participators or professional fundraisers with whom they 
work. 

There are 2 new requirements. 

1. The first requirement applies where a charity, registered or unregistered, uses a professional fundraiser or commercial participator to raise funds. 
Broadly, it says that the compulsory written agreements between charities and these third parties must include extra information covering:  

 the scheme for regulating fundraising or recognised fundraising standards that will apply to the professional fundraiser or commercial 
participator in carrying out the agreement 

 how the professional fundraiser or commercial participator will protect the public, including vulnerable people, from unreasonably 
intrusive or persistent fundraising approaches and undue pressure to donate 

 how charities will monitor the professional fundraiser or commercial participator’s compliance with these requirements 

2. The second requirement applies to registered charities that, by law, must have their accounts audited. It says that these charities have to include 
extra information about fundraising in their trustees’ annual report. Broadly, the extra annual statements are about the charity’s:  
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 approach to fundraising 
 work with, and oversight of, any commercial participators/professional fundraisers 
 fundraising conforming to recognised standards 
 monitoring of fundraising carried out on its behalf 
 fundraising complaints 
 protection of the public, including vulnerable people, from unreasonably intrusive or persistent fundraising approaches, and undue 

pressure to donate 

The following Charity Commission guidance has been updated to reflect the new amendments: 

CC20 - Charity fundraising: a guide to trustee duties (CC20) 
CC15d - Charity reporting and accounting the essentials November 2016 

5.4 Fundraising Levy 

The Fundraising Regulator has started contacting charities asking them to pay its levy. This new fundraising levy applies to all charities that spend more than 
£100,000 per annum on fundraising as shown in their Annual Returns filed with the Charity Commission for the year ended 31 December 2014. 

This levy is voluntary but the Charity Commission considers payment of the levy to be “a proper expense for a charity to incur” and the government retains 
reserve powers allowing it to enforce payment. 

The levies will collected by the Fundraising Regulator will be used to set fundraising standards, adjudicate on complaints about fundraising from members of 
the public, and to develop a Fundraising Preference Service. 

5.5 Fundraising Preference Service 

The Fundraising Regulator has announced that the Fundraising Preference Service (FPS) will launch by summer 2017. This service will enable people to opt 
out of communications from a particular charity or charities, and will apply to all forms of communications with a named individual (including email, text, 
telephone, and addressed mail).  

The regulator will notify charities of those people who have opted out of communication and will monitor compliance by charities with the opt outs.  

Further details can be found at www.fundraisingregulator.org.uk  

5.6 Brexit 

In the June 2016 referendum, the UK voted for ‘Brexit’. At present, the only real certainty is uncertainty – it is not yet known what the terms of Britain’s 
withdrawal from the EU will be or what the impact upon the voluntary sector will be. 
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Despite the two year exit negotiation period being triggered, the impact of Brexit is still unknown. However, this does not mean that two years of stasis is 
appropriate; this time should include appropriate review and reflection of current and previous activities and funding sources, together with strategic 
analysis about the future direction of Punchdrunk in the mid- to longer-term, enabling Punchdrunk to plan effectively. 

5.7 Tackling Fraud 

At the end of October 2016, the Charity Commission launched the new Charities Against Fraud website ( www.charitiesagainstfraud.org.uk ) to support the 
work of the Charity Sector Counter Fraud Group in tackling fraud. The website includes guidance and resources available to help charities protect 
themselves against fraud, including templates for anti-fraud and whistleblowing policies, and fraud investigation plans.  

5.8 Charities SORP Consultation 

It may seem that no sooner has one new SORP come in, then another one is being consulted upon, but a research exercise has recently closed regarding 
proposed changes to the FRS102 Charities SORP (expected to come into effect for accounting periods beginning on or after 1 January 2019). 

The updating of UK Financial Reporting Standards is undertaken every 3 years by the Financial Reporting Council (FRC). In order to minimise the delay 
between the FRSs being updated and a new SORP being issued, a consultation on proposed changes was undertaken. 

This consultation looked at the changes brought in by the FRS102 Charities SORP 2015 and whether any improvements could be made, as well as asking for 
comments on current sector issues / best practice that should be covered by the SORP. 

Potential changes mooted in the consultation were: inclusion of a key facts summary (this will involve ratio analysis and include both compulsory ratios and 
charity chosen ratios), naming significant donors, and introducing a third tier for disclosure requirements (splitting disclosures required by small charities, 
larger charities, and the largest charities – likely to be incomes over £10.2million).   

5.10 Data protection guidance 

The Information Commissioner’s Office monitors compliance with the Data Protection Act. The sensitive nature of the data handled by charities, whether 
electronic or paper date, make them potentially more susceptible to serious data protection issues. 

The ICO’s tops five tips are as follows: 

 Tell people what you are doing with their data 
 Make sure your staff are adequately trained 
 Use strong passwords 
 Encrypt all portable devices, such as memory sticks and laptops 
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 Only keep people’s information for as long as necessary 

The ICO has some more useful guidance for charities on its website, including a charity sector toolkit and webinars on marketing: 

 https://ico.org.uk/for-organisations/charity/  

5.10.1 Data Protection Directive 95/46/EC changes 

History 
The Data Protection Act 1998 (the "DPA"), the cornerstone of UK data protection law, implements the EU Data Protection Directive 1995.  Given that these 
laws came into force in the 1990s - when there was no cloud computing, social media etc. - they are outdated.  The GDPR (General Data Protection 
Regulation), being a regulation, means it is "directly applicable" to all member states.  As such, it will apply throughout the UK without the government 
needing to transpose it into national law.     
 
Key Changes 

a) Higher fines – fines up to 4% of a company's worldwide turnover or €20,000,000 (whichever is higher) can be imposed following a breach of the 
GDPR. The maximum the Information Commissioner, the regulatory body responsible for data protection law in the UK, can currently impose is 
£500,000. So this is a significant increase.   

b) Mandatory notification – it will be mandatory to report all breaches of data protection to the Information Commissioner without undue delay and 
within 72 hours of becoming aware of the breach, unless the breach is unlikely to result in a risk for the rights and freedoms of 
individuals.  Currently, this procedure is voluntary.  It will also be mandatory to report breaches likely to result in a high risk to the rights and 
freedoms of individuals to the data subjects concerned. 

c) Sensitive personal data – stricter rules apply to processing of sensitive personal data such as medical information. What constitutes sensitive 
personal data has also been widened and will now include genetic and biometric data (e.g. retinal scans and fingerprints). 

d) Consent – obtaining consent will be harder. Silence or inactivity will not constitute consent. Consent must be freely given, specific, informed and 
unambiguous, provided by clear affirmative statement or action and which is able to be easily withdrawn.  Businesses should not acquire consent by 
forcing a user to consent to one form of processing which is not necessary to the service the user is looking to receive.  Parents will be required to 
provide their consent to the processing of children's personal data where those children are under a particular age (varying between 13 to 16 years 
old). 
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e) Additional rights for data subjects - there will be a new right to transfer your data from one service provider to the other.  There will also be a wider 
right to be forgotten than currently exists.   

f) Mandatory Data Protection Officers – data controllers and processors whose core activities consist of processing sensitive personal data and / or 
regularly and systematically monitoring data subjects on a large scale (including monitoring consumer behaviour) and public authorities (other than 
courts acting in a judicial capacity) must appoint a data protection officer.  A data protection officer's role will be to deal with data protection issues 
for the organisation. 

g) Data Processors - The DPA currently only regulates data controllers (except if a data processor was to engage in criminal activity).  The GDPR seeks 
to impose certain direct legal obligations on data processors as well as data controllers too. For example, data processors will be required to notify 
data controllers where there has been a breach and to obtain consent from a data controller before using any sub-processors. More detailed data 
controller to data processor contracts will be required.  

5.11 Cyber Essentials 

Cyber Essentials helps prevent the vast majority of cyber-attacks. Even a simple virus or piece of malware could result in loss of company and client data, 
disrupt your cash flow and take up staff time. An attack could also put off your customers, stop you trading and damage your hard-earned reputation. It 
could also be reported in the local media. Loss of data could breach the Data Protection Act and lead to fines or prosecution. 
Having a Cyber Essentials badge will: 

 Protect your organisation against common cyber threats 
 Show your customers you take this issue seriously 
 Enable you to bid for Government contracts. 

 
Since October 2014 Cyber Essentials has been mandatory for suppliers of Government contracts which involve handling personal information and providing 
some ICT products and services. Holding a Cyber Essentials badge enables you to bid for these contracts. 

 


