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Scope of the      

Audit Work 

 
 
 

 
 
 
Our audit of the financial statements of Empowering People Inspiring Communities 
Limited (EPIC) (the “Association”)  is substantially complete. The purpose of this letter is 
to bring to your attention the findings from our audit.  We appreciate that you will already 
be aware of the majority of the matters contained in this letter.   
 
In order to comply with the provisions of the International Standard on Auditing (ISA) 260 
– ‘Communication with those Charged with Governance’ we report to management on 
the findings of our audit, with particular reference to: 
 

 views about the qualitative aspects of the Association’s accounting practices and 
financial reporting; 

 unadjusted misstatements; 

 matters specifically required by other Auditing Standards to be communicated to 
those charged with governance (such as fraud and error); 

 expected modifications to the auditor’s report; 

 the letters of representation; 

 significant deficiencies in the accounting and internal control systems; and 

 any other relevant and material matters relating to the audit. 
 
We also take this opportunity to comment on the Association’s performance for the year 
and to confirm our professional integrity, objectivity and independence. 
 
We see effective communication with the Board as being a key part of our audit, and it is 
important that there is effective two way communication.  We welcome any feedback or 
questions regarding the conduct of the audit process.  
 
This report is not intended to cover every matter which came to our attention during the 
audit.  We do not accept any responsibility for any reliance placed on it by third parties.  
Our procedures are designed to support our audit opinion and cannot be relied upon to 
identify any weakness in systems or controls which may exist. 
 
We would like to take this opportunity to formally record our appreciation for the 
assistance and co-operation provided to us by the Finance Team who assisted us during 
the course of our audit. 
 
 
 
 
 
 

Beever and Struthers      
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 Key Audit  
 Issues  
 

 
 
 
 
 

 

The following table summarises the key audit issues we identified as requiring specific consideration and the audit 
procedures we undertook in relation to them.  

 

Audit issue per Audit Plan Overview Audit Procedures and Results 

 

Business planning, treasury management and 
going concern 
The Association’s business plan is crucial in the ongoing 
management of the business and in demonstrating the 
viability of the organisation.  Recent developments in the 
sector arising from providers having inadequate financial 
viability and a lack of awareness of their financial viability, 
has seen the RSH require associations to undertake stress 
testing on their business plans as part of its Regulatory 
Framework. A statement of compliance with the Regulatory 
Framework is required in the financial statements.     
 
Whilst there is no change in the framework in which 
registered providers operate, the regulatory arm of the 
Homes and Communities Agency (HCA) has been 
relaunched as the Regulator of Social Housing (RSH) in 
January 2018. 
 
At the same time, the HCA’s investment functions have 
also been rebranded as Homes England. 

 
Both Homes England and RSH will legally remain as 
separate identities within the HCA until legislation is 
passed for the regulator to be a standalone body. 

 
The Association has a £5m loan facility in place with 
Triodos and as at 31st December 2017 had drawn down 
£2m in total to fund its acquisition programme.  
 

 
 
During the audit we performed a review of the 
Association’s Treasury Management Procedure and 
Strategy and no issues were identified. 
  
The 2018/19 budget and underlying assumptions were 
reviewed as well as the longer term budgets and cash flow 
forecasts to support the Management’s going concern 
assessment. 
 
We performed a review of the business plan and the 
reasonableness of key assumptions and obtained 
evidence to support the assumptions made within the plan.  
 
We reviewed the Association’s statement of compliance 
with the Regulator of Social Housing’s Regulatory 
Framework and are satisfied that the Association complies 
with the regulator’s Governance and Financial Viability 
Standard. 
 
Agreed the loans held by the Association to external 
confirmations from the funders; and 
 
Obtained supporting documentation for loan movements, 
interest payments and any receipts in the year. 
 
 No issues were identified. 
 

 
Financial performance 
As part of our audit planning we will review the 
management accounts to date to gain an understanding of 
the issues specific to the Association for the year and to 
highlight significant variances from budget. 
 

 
We have compared the financial performance in the 
management accounts to the previous period’s financial 
statements and gained an understanding of the business. 
This enabled us to form an expectation on the period for 
the current year and explanations were obtained for any 
significant variances. A summary is provided on pages 7 
and 8. 
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 Key Audit  
 Issues  
 

 
 
 
 

 

Audit issue per Audit Plan Overview Audit Procedures and Results 

Asset management and acquisition 
Asset Management is of significance in terms of planning 
future works to ensure that tenant homes are adequately 
maintained. 

 
The Association is continuing its acquisition programme 
and has acquired 37 properties during the first nine 
months of 2017/18. The total number to be purchased 
during 2017/18 is expected to be 53 which also includes 
buying back two properties from leaseholders. The Board 
approved the requirement to take out a loan facility of £5m 
during 2017/18 to help fund the programme. 
 
Since the Audit Plan Overview was presented, the 
Association has acquired 53 properties and disposed of 
2, resulting in a net growth of 51 properties for the year 
ending 31 March 2018. 
 
The Association adopted the valuation obtained at 31 
March 2014 as deemed cost under the transitional 
arrangements of FRS102 and  has implemented systems 
to record the data required for component accounting on 
an on-going basis. 

We agreed a sample of material additions on housing 
properties to supporting documentation, for example 
completion statements and the replacement of 
components.  No issues were identified; 
 
The movements in the housing properties note and the 
closing balances to the housing properties register were 
reviewed and agreed; 
 
We performed a proof in total test on the depreciation 
charge for the year;  
 
A check that accruals have been made for development 
expenditure incurred up to 31 March 2018 but not invoiced 
was carried out. The disclosures for the capital 
commitments were amended to confirm the capital 
expenditure that has been contracted for but has not been 
provided for in the financial statements was disclosed. 
This amounted to £19,489 for 2018 in respect of 
refurbishment orders. 
 
We carried out a review of maintenance and voids 
expenditure and the controls over ordering and 
authorisation of repairs expenditure and assurance was 
obtained that it is accounted for correctly. 
 
We reviewed the Association’s capitalisation policy for 
expenditure on works to existing properties and tested a 
sample of expenditure transactions to ensure they were 
accounted for correctly. No issues were identified. 
 
The maintenance accruals were reviewed to ensure costs 
have been allocated to the correct period and no issues 
were identified. 
 
There were two Right to Acquire Property Sales in the 
year. These transactions were reviewed and agreed that 
they have been accounted for correctly. From the sale 
proceeds the Association has been able to allocate 
£20,000 into the Recycled Capital Grant Fund. 
 
Management has assessed whether there were any 
indicators of impairment at the reporting date of 31 March 
2018.  We agree with their assessment that there are no 
indicators of impairment and therefore no charge has 
been made. 

Revenue and Debtors 

The Association’s performance on rent arrears and bad 
debts is a key audit area given the major changes to the 
benefits system that have come into force in the last few 
years, including the Benefit Cap, the Bedroom Tax and 
the roll out of Universal Credit, As part of the ongoing 
welfare reforms, the Government announced a 1% 4 year 
rent cut in the July 2015 Budget which started in the 
2016/17 financial year.   
 

We agreed the year end arrears balance to the rent 
control accounts reconciliation and  ensured that 
appropriate cut off procedures have been applied. 
 
We assessed the adequacy of last year’s provision 
compared to the rent losses experienced in the current 
year. 
 
We agreed the calculation of the provision against current 
and former tenant rent arrears to the methodology; and 
performed a proof in total test on the rent income for the 
year. No issues were identified. 
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 Key Audit  
 Issues  
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Audit issue per Audit Plan Overview Audit Procedures and Results 

 
Assessment of Fraud Risk  
ISA 240 “The Auditor’s responsibility to consider fraud” 
requires us to consider the risk of fraud and the impact 
that this has on our audit approach.  There is a presumed 
significant risk of fraud in two areas: 
 
Revenue Recognition 
Material misstatements due to fraudulent reporting often 
result from an overstatement of revenues, for example 
through premature revenue recognition or recording 
fictitious revenues. The auditor therefore presumes that 
there are risks of fraud in revenue recognition and 
considers which types of revenue may give rise to fraud 
risks.   
 
For the Associaion the main income stream is rental 
income. The processing of rent charges is highly 
automated and rent changes are restricted, and for the 
majority of tenures will be reduced by 1% in line with the 
July 2015 Budget announcement.  We therefore have 
initially assessed the risk of fraud in the recognition of 
rental income as low. 
 
Management Override 
Under ISA 240 there is a presumed risk of management 
override of the system of internal controls.  
 
Material misstatements can arise from management 
overriding the controls which are in place or by 
manipulating the results to achieve targets and the 
expectations of the stakeholders. 

 

 
Our audit is designed to provide reasonable assurance 
that the accounts are free from material misstatement 
whether caused by fraud or error.  In particular, we 
reviewed revenue recognition and management control 
override.  
  
As part of the audit planning:  
  

 We met management to discuss fraud related risks 
and the risk of material misstatement in the financial 
statements;  and 

 We reviewed the fraud register. 
  

During the audit fieldwork, we assessed and tested the 
controls over income from rents and service charges and 
other material sources of income.  We also assessed and 
tested the controls over cash and debtors and the 
segregation of duties in place and performed an analytical 
review on the material income streams and tested the cut 
off on the rent debit.  
  
Our audit did not highlight any errors in relation to revenue 
recognition.   
  
As part of our year-end audit work we reviewed material 
year end journals.  The journals were agreed to 
supporting documentation and appeared reasonable.  
  
Our review of key estimates and judgements in the 
financial statements, indicated that they had been made 
on a reasonable basis and showed no evidence of 
management bias.  
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Overview of 
Financial 

Statements  

 
 
 
 
 

 

Statement of Comprehensive Income  
 

 2017 2016   
 £’000 £’000   
     
Turnover 3,974 3,917  Turnover has increased by £57k compared to last 

year. This is as a result of the net increase of 51 two 
and three bedroom properties whose rent is set at 
affordable rent rates. This is higher than the average 
rent for the existing one and two bedroom properties 
and offsets the 1% statutory rent decrease. 

     
Operating expenditure  
 
 

(2,494)) (2,214)  Operating expenditure has increased by £280k, or 
13%. This is due to an increase of £118k in 
management costs, £62k routine maintenance 
costs and £15k major repairs associated with the 
acquisition of the new properties during the year. 
There was also a charge of £86k for depreciation for 
the year. 
 

     
     

Gain on disposal of 
property, plant and 
equipment  

18 4  The gain on disposal relates to the sale of two Right 
to Acquire properties in the year. 
 

     
Interest receivable 1 6  Interest receivable on the Associations cash 

balances. 
     
Interest and finance costs 
 

(52) (16)  Interest payable has increased by £36k due to new 
borrowing taken out during 2017/18 (Triodos loan of 
which £2m was drawn down during the year). 
 

     
     
     
     
Total comprehensive 
income 

1,448 1,697   
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Overview of 
Financial 
Statements 

continued 

 
 

 
 
 
 
 Statement of Financial Position 

 2018 2017   
 £’000 £’000   
     
Tangible fixed assets 28,851 23,666  The carrying value of tangible fixed assets has 

increased by £5,185k compared to last year. This is 
due to the acquisition of 53 properties during the 
year and was slightly offset by the depreciation 
charge for the year. 
 

     
     
Current assets 
 

1,637 1,975  Cash balances for the association have decreased 
due to using £500k from the money market 
investments to partially fund the housing purchasing 
programme.  
 

     
Creditors: amounts falling 
due within one year 
 
 

(820) (518)  Creditors have increased by £302k compared to the 
prior year due to increases in namely capital 
accruals of £64k, accruals for maintenance works of 
£95k, Triodos non-utilisation fee of £15k, and 
interest on the new loan falling due within one year 
of £63k. 

     
Creditors: amounts falling 
due after more than one 
year 

(5,552) (2,524)  The increase in Creditors: amounts falling due after 
more than one year has resulted from £1,200k 
increase in deferred capital grant, £85k reduction in 
SHPS agreement plan and £1,900k Triodos loan 
balance. 
 

     
      

Reserves 24,116 22,599 
 

 The movement on last year agrees to the surplus for 
the year of £1,448k plus the movement on the 
revaluation reserve for the RTA property disposal of 
£69k. 
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 Independence 

 
 
 
 
 
 

Ethics and Independence 
In the UK and Ireland, auditors are subject to the ethical requirements of the 
Financial Reporting Council’s 2010 Ethical Standards for Auditors. 
 
International Standard on Auditing (UK and Ireland) 260 Communication with those 
Charged with Governance and good practice require us to confirm the following to those 
charged with governance: 
 

 We confirm that we are independent. 

 We confirm that we are unaware of any relationships which may bear on our 
objectivity and independence. 

 We have provided details below of any non-audit services provided to EPIC. 

 We confirm that we comply with the requirements of the Financial Reporting 
Council’s Ethical standards in relation to the supply of non-audit services by an audit 
firm. 

 
Note: Where we do identify any relationships which bear on our objectivity and 
independence, we would identify the threats to auditor independence that these create, 
any safeguards that have been put in place and why they address such threats or reduce 
them to an acceptable level. 
 
We would also discuss any audit independence issues with EPIC management at the 
planning meeting. 
 
The Audit Committee should take an active role in considering whether the external 
auditor’s independence might be impaired by the provision of non-audit services. 
 

Non Audit Services 
We have not provided any non audit services to EPIC during 2017/18. 
 
. 
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Qualitative Aspects 
of  Accounting 
Practices & 
Financial Reporting 
continued 

 
 
 
 

 
 
 
 
 
Accounting Policies  
FRS102 requires that entities should review their accounting policies regularly to ensure 
that they are appropriate to its particular circumstances for the purposes of giving a true 
and fair view.  The Association’s Board plays a key role in this process.  
 
We have reviewed the Association’s accounting policies and key judgement areas as 
stated in the financial statements in detail and confirm that we judge them to be 
appropriate to provide relevant, reliable, comparable and understandable information.  

 
Accounting Estimates 
Key accounting estimates in the financial statements concern housing property 
depreciation rates, the level of bad and doubtful debt provision against tenant arrears 
and impairment provisions.  We confirm that estimates have been made appropriately in 
line with our knowledge of the Association and the industry, and are disclosed 
satisfactorily in the financial statements.  

 
Financial Statement Disclosures 
We confirm that we judge the disclosures throughout the financial statements to be 
neutral, consistent and provide sufficient clarity to the user. 
 
Significant Matters Arising from the Audit 
There were no significant matters arising from the audit that were discussed, or subject 
to correspondence with management. 
 
Timing of Transactions 
Our audit work confirmed that material transactions were recorded in the correct 
accounting periods.  Accruals and prepayments were made for material items.  

 
Going Concern 
The financial statements have been prepared on a going concern basis.  We have 
evaluated your assessment of the Association’s ability to continue as a going concern 
and the disclosure made in the Board report and we do not disagree with your 
assumption.  
 
Strategic Report and Member Board Reports 
For this year our work included additional work on the narrative reporting sections of the 
financial statements as a result of the application of the revised International Standard on 

Auditing 720 – The Auditor’s Responsibilities relating to Other Information. We confirmed that 
there is no material inconsistency between it and the financial statements. 

. 
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Management 
Representation 
Letter 
and Audit Opinion 

 
 
 
 
 

 
 
 
 

In accordance with ISA 580, we obtain written representation from management that they 
acknowledge their responsibility for preparing the accounts and have made all 
information available to us.  
 
We presented our management representation letters, for signing at the same time as 
the financial statements.  
 
There are no specific matters on which we have requested Board representation to 
support the conclusions and evidence provided for our audit opinion. 
 
We expect to provide an unqualified audit opinion on the financial statements for the 
Association for the year ended 31 March 2018. 
 
We also require signed letters of representation to be provided with the approved 
accounts. 
 
We require the following information in order to complete our audit work: 
 

 External confirmation from Triodos for the loan balance at 31 March 2018. 
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Audit  

Adjustments 

 
 
 
 
 
 
 

Materiality 
Our audit work is based upon an assessment of materiality to ensure there is no material 
misstatement contained in the financial statements.  In assessing materiality we take into 
account both the materiality of the class to which the balance belongs and the overall 
impact of the balance on the income and expenditure account and balance sheet. 
 
ISA 260 requires us to report to management on all uncorrected misstatements identified 
during the audit, and to include in this report how we have calculated materiality, and any 
misstatements identified during the audit which have been corrected. 
 
Materiality may be revised throughout the course of the audit, where we become aware 
of information during the audit that would have resulted in a different determination of 
materiality at the outset. 
 
We are not required to report on corrected or uncorrected misstatements we believe are 
clearly trivial.  
 
Our assessment of materiality was based on the first draft accounts received prior to the 
audit and calculated using a proportion of turnover, result for the period, net assets and 
liabilities and gross assets. 
 
We used a different materiality figure for the Statement of Financial Position (‘SOFP’) to 
the Statement of Comprehensive Income (‘SOCI’) items to reflect the Association’s large 
asset base. Triviality is the value above which we report errors to you. A summary of the 
final assessment of materiality is as follows 
 
 SOCI 

Materiality 
£’ 

SOFP 
Materiality 

£ 

Triviality 
 

£ 
 

 66,009 350,285 17,514 
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Audit  

Adjustments 

 
 
 
 
 
 

 
Corrected Misstatements 
 
Disclosure adjustments 
 
The accounts presented for audit were of high quality and largely compliant with FRS102, 
SORP 2014 and the Accounting Direction 2015. A number of presentational adjustments 
were made to the financial statements over the course of the audit, following discussion 
with the audit team.  These included: 
 

 The additional disclosure notes for Financial Instruments and the Recycled Capital 
Grant Fund; 

 Amendments to the Capital Commitments Note to state the capital expenditure that 
has been contracted for but has not been provided for in the financial statements; 

 Additional bench marking information to be disclosed to ensure the Association met 
the requirements of the new Value For Money Standard which applied from 1 April 
2018 for reporting purposes. 
 

Adjustments to surplus 
 
We are pleased to report there are no adjustments to the surplus as presented in the 
draft accounts. 
 
Uncorrected Misstatements 
 
There are no uncorrected misstatements identified as a result of our audit work in 
the financial statements that are not of a trivial nature to the results of the 
Association.
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Accounting and 
Internal Control 

Systems 

 
 
 
 

 
 
 
ISA 265 requires that we report to those charged with governance any significant 
deficiencies in internal control that we identify in the course of our audit work. Significant 
deficiencies are those deficiencies that we have identified during the audit and concluded 
are of sufficient importance to merit being communicated to those charged with 
governance. 
 
We are pleased to report that overall we found that the Association’s systems and 
internal financial controls were operating effectively.  There were no significant 
deficiencies identified as a result of our work, which is an extremely positive result.   
 
There were also no such deficiencies identified in last year’s management letter. 
 
 
 



 
 

 

 

 
 
 
 
 
 
 
 


