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Hatfield Community Free School
Briars Lane
Hatfield
Hertfordshire 
AL10 8ES

Dear Trustees/Governors

Audit Findings Document for Hatfield Community Free School for the year ended 31 August 2025
This Audit Findings Document presents the observations and matters which came to our attention during the conduct of our normal audit procedures
which are considered to be significant, as required by International Standard on Auditing (UK) 260.

The audit of the financial statements does not relieve management or those charged with governance of their responsibilities for the preparation of
the financial statements. We would be grateful if you could provide comments against each point where appropriate within the report and return it to
us in due course.

In addition to the audit, we present our ‘Limited Assurance’ Regularity Conclusion as required by the ESFA.

We would like to take this opportunity to thank the finance team and other staff for their assistance provided during the course of our work.

Yours faithfully

Sam Hodson

Responsible Individual
For and on behalf of 
Hillier Hopkins LLP

Hillier Hopkins LLP

Hillier Hopkins LLP
Radius House
51 Clarendon Road
Watford
Hertfordshire
WD17 1HP

www.hillierhopkins.co.uk

This report has been prepared solely for your benefit and should not be quoted or copied in whole or in part without our prior written consent. We do not accept any responsibility for
any loss occasioned to any third party acting, or refraining from acting, on the basis of the content of this report. The content of this report is not a comprehensive record of all the
relevant matters, and may be subject to change.
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Audit of the accounts - approach and status
The audit approach, as detailed in our Audit Planning Document, was determined by our assessment of the audit risk, both in terms of the potential
misstatement in the financial statements and of the control environment in which the academy operates.

In summary, our approach has been to:
• update our understanding of the organisation and its environment;
• review the design and implementation of key internal financial control systems; and
• plan and perform an audit with professional scepticism recognising that circumstances may exist that cause the financial statements to be 

materially misstated. This includes the risk of material misstatements due to non-compliance with laws and regulations and fraud.

Opinion
Our work is complete (subject to the items listed below) and our audit report opinion (in accordance with ISAs (UK) 700/705/706) will be: 
Unmodified

Hillier Hopkins LLP 4
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Regularity Assurance - approach and status
We conducted our engagement in accordance with the ‘Academies Accounts Direction’ and the ‘Framework and Guide for External Auditors and
Reporting Accountant of Academy Trusts’ issued by the Education & Skills Funding Agency. We performed a limited assurance engagement as
defined in our engagement letter.

Much of the work relating to regularity is undertaken as part of the statutory audit of the accounts, though regularity requires further consideration. In
summary, our approach has been to;
• review of the Academies Financial Handbook and extent of systems/controls to promote regularity;
• sampling of income and expenditure (procurement controls are effective and spend is appropriate);
• review for specific Academy Financial Handbook matters requiring approval/notification; for example write offs of debtors, acquisitions or 

disposals of freehold land and buildings, taking up a finance lease, novel and contentious payments; and
• review of transactions with related parties and the general governance of the academy.

Conclusion
Our work is complete and our regularity assurance report conclusion will be: Unmodified

Hillier Hopkins LLP 5
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Key matters – Audit
This section provides commentary on the risks identified in our Audit Planning Document along with a summary of the testing performed and any key
issues identified:

Hillier Hopkins LLP

CommentaryRisks identified at planning

To address this risk, we have performed the following key audit procedures:
• Review and testing of revenue recognition policies
• Review all significant grant income to funding documentation 
• Review cut-off
• Analytical review 

Revenue recognition (grant income)
Under ISA (UK) 240 there is a rebuttable 
presumed risk that revenue recognition 
may be materially misstated due to fraud.

1

To address this risk, we have performed the following key audit procedures:
• Review of accounting estimate, judgments and decisions including those noted in the critical 

accounting estimates and areas of judgement section of the financial statements
• Testing of journal entries
• Review of unusual significant transactions

Management override and bias
Under ISA (UK) 240 there is a non-
rebuttable presumed risk that the risk of 
management -override of controls is 
present in all entities.

2

To address this risk, we have performed the following key audit procedures:
• Reviewed the competence, expertise and objectivity of the actuary who carried out your 

pension fund valuation
• Gained an understanding of the valuation and performed procedures to confirm the 

reasonableness of the actuarial assumptions, asset values and membership data
• Reviewed the consistency of the disclosures with the actuarial report

Local Government Pension Scheme 
(LGPS)
The Academy’s pension fund reflected in 
its balance sheet represent significant 
estimates in the financial statements.

3

(ISA (UK) 315) "Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine 
transactions are transactions that are unusual, due to either size or nature, and that therefore occur infrequently. Judgmental 
matters may include the development of accounting estimates for which there is significant measurement uncertainty."

6
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Key matters - Regularity
This section provides commentary on any key regularity matters identified during our review. Our work was performed in accordance with the
Academies Accounts Direction issued by the ESFA.

None noted.

Hillier Hopkins LLP

Assessment
 Significant – risk of major non-compliance
 Deficiency – risk of minor non-compliance

Regularity and Propriety
“Parliament is concerned that any public money raised and subsequently distributed is used only for approved purposes. 
This is termed as regularity. ‘Managing Public Money’ defines regularity as the requirement that ‘resource consumption 
should accord with the relevant legislation, the relevant delegated authority and this document’.
• Regularity, therefore, requires that a financial transaction is in accordance with the relevant framework of authorities, 

and should be woven into the academy trust’s internal control procedures.
• Propriety is a related concept and concerned more with standards of conduct, behaviour and corporate governance.”

7

Docusign Envelope ID: 7B898B8C-94ED-4334-997D-E074DEFCFC1E



Internal control deficiencies
This section provides commentary on any weaknesses identified during our testing of the design and implementation of the internal control
environment appropriate in accordance with ISA 265. An audit is not designed to test all internal controls or identify all areas of control weakness, it
is directed towards forming and expressing an opinion on the financial statements. In consequence, our work cannot be relied upon to disclose any
or all issues, or to include all possible improvements in internal control that may exist.

Hillier Hopkins LLP

Management’s response / 
timescale for implementation

RecommendationWeakness and potential consequencesSignificance

It is acknowledged that this 
is carry forward from a prior 
year;  it is intended to 
resolve this in the New Year

Management should reconcile the
differences by adding adjustment lines
within each asset category and depreciating
them over time to remove discrepancies
from the register or alternatively treat them
as disposals. Controls should be
strengthened to ensure that all adjustments
are reflected in both the register and the
accounts consistently.

Fixed asset register
The Net Book Value (NBV) carried forward
in the fixed asset register historically does
not agree with the NBV disclosed in the
prior year’s signed accounts. This
discrepancy suggests issues in the
reconciliation process or adjustments made
outside the fixed asset register.

1

There are no errors in the 
Credit card statements and 
payment for 2024-25, and all 
payments have been 
reconciled.  This is a carry 
forward from a prior 
accounting period.  It will be 
corrected.

Management should investigate the
difference, identify its cause, and make the
necessary adjustments. Regular
reconciliations should be performed to
ensure accuracy and strengthen control
over credit card transactions.

Credit Card Statement
There is a £649 difference between the
credit card statement and the trial balance.
Unreconciled differences between the credit
card statement and the ledger may indicate
errors or ommissions.

2

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Internal control deficiencies (continued)

Hillier Hopkins LLP

Management’s response / 
timescale for implementation

RecommendationWeakness and potential consequencesSignificance

Noted and systems for 
recording are being 
considered.  Presently a 
spreadsheet, and an on-line 
tool that has not been kept 
up to date.

Management should ensure that all
additions and depreciation charges are
posted promptly and in accordance with the
accounting policy. Regular reviews should
be implemented to confirm completeness
and accuracy before the year-end close.

Fixed asset additions and depreciation
No additions or depreciation entries were
posted before the audit commenced. If
assets are left in the profit and loss account
rather than being correctly removed from the
balance sheet upon disposal, capital items
would be incorrectly recorded as revenue
transactions.

3

Noted for next year.Management should review year-end
income and accrued income figures to
ensure all amounts relating to the current
year are recorded. Controls should be
strengthened to prevent omissions in future
periods.

Under-accrual of income
Squirrel Nursery income of £3,900 for the
current year has not been accrued, resulting
in an understatement of both income and
accrued income.

This was raised by the client as a ate audit
adjustment

4

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Update on audit findings of prior years
This section provides an update on the audit findings raised in prior years, and the progress made by Management in remediating the issues
identified:

Hillier Hopkins LLP

Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

See aboveNoted as an ongoing issue in the year
ended 31 August 2025

Fixed Asset Register
The Net Book Value (NBV) carried forward
in the fixed asset register historically does
not agree with the NBV disclosed in the
prior year's signed accounts. This
discrepancy indicates a potential issue in
the reconciliation process or adjustments
made outside of the fixed asset register.
This increases the risk of non-compliance
with accounting standards.

1

Noted.
No longer noted as an ongoing issue.

Board Minutes
Per the board minutes 05/06/2024 a letter
was received from ESFA suggesting
excess reserves are spent on strategic
projects.

2

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

Noted.No longer noted as an ongoing issue.
Pupil Premium
We noted Journal entry number 024-03-
0000009884 erroneously debited income
instead of crediting it, thereby misstating
income. A subsequent attempt to correct
the entry through journal entries 024-03-
0000010109 and 024-03-0000010547 did
not completely resolve the error.

The journals resulted in income being
recognised in the incorrect accounts. This
increases the risk of being reported
incorrect withing the financial statements,
including the funds analysis. Management
decisions that rely on accurate revenue
figures, such as budgeting, forecasting, and
resource allocation, could be compromised
by incorrect income reporting.

3

Noted.No longer noted as an ongoing issue.
Cybersecurity
It was noted during our review of the
Internal Scrutiny report that the Academy
was not compliant with the RPA
requirements. This means that the
Academy may not be covered by insurance
in the case of anyCybersecurity breaches.

4

11

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Hillier Hopkins LLP

Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

Noted.No longer noted as an ongoing issue.
Missing remittance advices
During our audit, we noted that remittance
records from the local council were missing
from the academy’s financial records.

Without remittance records, it becomes
challenging to verify income receipts
accurately. This may lead to discrepancies
in financial reporting, making it difficult for
the academy to perform accurate
reconciliations and impacting the reliability
of financial statements.

5

Noted.No longer noted as an ongoing issue.
Donations Income
During our testing we noted that
invoices/remittance slips were not issued
on receipt of all donations.

Lack of documentation around donations
increases the risk of fraud or
misappropriation due to the lack of internal
control.

6

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Hillier Hopkins LLP

Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

Noted.No longer noted as an ongoing issue.
Risk Register
It has been observed that the academy has
not conducted an annual review of its risk
register, contrary to the requirements
outlined in the Financial Procedures
Manual.

Without an annual review, the risk register
may fail to reflect evolving risks or
emerging threats. This oversight leaves the
academy vulnerable to unmanaged risks,
which could have financial, operational, or
reputational consequences.

7

Noted.No longer noted as an ongoing issue.
Wages
We have identified an instance of an
incorrect payment to an employee, which
has potential financial, compliance, and
operational impacts on the organisation.

Errors in payment could result in violations
of employment laws or tax regulations,
which can lead to penalties or audits from
regulatory bodies.

8

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

Noted.No longer noted as an ongoing issue.
PAYE
We noted during our testing that incorrect
PAYE/NI amounts were paid – 2 months
were underpaid and 4 months were

overpaid.

Overpayment of PAYE/NI could result in
unnecessary cash flow impacts and the
need to seek refunds from HMRC.
Underpayments could lead to penalties and
interest charged by HMRC, as well as
compliance risks for the Academy.

9

Noted.No longer noted as an ongoing issue.
Fixed Assets
We noted J000000263 recorded the
capitalisation of artificial grass amounting to
£12,000, under expense code 710100-
GAGMEI. According to the original
expense, the asset should be journaled out
of 710100-GAG-REP.

Journaling a capital expenditure from may
course the detailed analysis of the profit
and loss accounts to be misstated. This can
cause issues with future budgeting and
forecasts.

10

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Hillier Hopkins LLP

Management’s response / 
timescale for implementation

Current statusIssue previously reportedSignificance

Noted.No longer noted as an ongoing issue.
Management Accounts
Management accounts have not been
shared with the chair of Trustees monthly
and with other trustees six times a year.

Per the Academies Trust Handbook 2023,
management accounts must be shared with
the chair of trustees every month and the
board must consider these when it meets.

11

Assessment
 Significant – risk of significant misstatement
 Deficiency – risk of minor misstatement
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Other communication requirements:
This section documents a number of other communication requirements, prescribed by the ISAs which are summarised below:

Hillier Hopkins LLP

Auditor findingsMatterISA

We have not been made aware of any incidents by yourselves or identified during the course 
of our audit any instances of fraud.

Fraud240

We are not aware of any significant incidences of non-compliance. Laws and regulations250

We have reviewed the presentation and accounting of all material qualitative matters in the 
financial statements and have nothing to report beyond any other matter detailed in this report.

Significant qualitative matters:
• Accounting policies
• Estimates
• Judgements

260

We are pleased to report that we did not encounter any significant difficulties during the course 
of our audit.

Significant difficulties 
encountered during the audit

260

Representations will be requested from management with regard to specific matters 
concerning judgement, estimation and other matters.

Written representations260

We are not aware of any related party transactions which have not been disclosed in the 
financial statements.

Related parties550

16
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Independence and non-audit services
The primary objective of an audit is for us to provide independent assurance to members that the trustees have prepared the financial statements
properly. The credibility of this depends on beliefs concerning the integrity, objectivity and independence of the firm or covered persons and the work
that they perform. Therefore all our audits are conducted with integrity, objectivity and independence, as these are the overarching ethical principles.
The Financial Reporting Council’s (FRC) Ethical Standard and ISA (UK) 260 require us to give you timely disclosure of matters relating to our
independence. We disclose the following to you:

• We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your
attention.

• [Detail other threat arising other than non-audit services and safeguard applied (i.e. long association)]

Hillier Hopkins LLP

Safeguard(s) in placeThreat?FeesNon-audit service

Informed management – Jonathan Durbin & 
accounts 
Audit related services (Regularity, AAR, EOYC)
Other non-audit services performed by non-audit 
staff

Self-review / management£1,600EOYC

Self-review / management£2,450AAR

Self-review / management£700Other

£4,750Total non-audit services

FRC Ethical Standard: Threats to integrity, objectivity and independence
• Self-interest threat • Self-review threat • Management threat • Advocacy threat • Familiarity (or trust) threat • Intimidation threat

17
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Communication with those charged with governance

Hillier Hopkins LLP

International Standard on Auditing (UK) 260 establishes specific reporting obligations on us, as your auditor, to communicate certain matters along
with other ISA(UK’s) to those charged with governance. Our Audit Planning and Findings Report form part of this communication.

18

Communication 
with those 

charged with 
governance

ISA (UK) 260

Internal controls 
ISA (UK) 260:

Material weaknesses in 
internal control identified 

during the audit.

Fraud
ISA (UK) 240: 
Identification or 

suspicion of fraud 
involving management 

and impact on the 
financial statements.

Responsibilities
ISA (UK) 260:

Respective 
responsibilities of auditor 
and management/those 

charged with 
governance.

Ethics
ISA (UK) 260: 

Compliance with the Ethical 
Standard with regard to 

independence and objectivity.

Overview of audit matters
ISA (UK) 260: 

Views about the qualitative 
aspects of the entity’s 

accounting and financial 
reporting practices, 

significant matters and 
issue arising during the 

audit and representations 
sought.

Scope/timing
ISA (UK) 260: 

Overview of the planned 
scope and timing of the 
audit (form, timing and 

expected content).

Laws & Regulations
ISA (UK) 250:

Non-compliance with laws 
and regulations.

Misstatements 
ISA (UK) 450: 

Unadjusted misstatements 
and material disclosure 

omissions.

Going concern
ISA (UK) 570:

Significant matters in 
relation to going concern.

Audit report
ISA (UK) 705:

Expected modifications to 
the auditor's report, or 
emphasis of matter.

Related parties
ISA (UK) 550:

Significant matters arising in 
connection with related 

parties.
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Adjusted audit differences

Hillier Hopkins LLP

ISA 450, “If management have corrected material misstatements, communicating those corrections of which the auditor is aware to those charged 
with governance may assist them to fulfil their governance responsibilities, including reviewing the effectiveness of the system of internal control.” 

In forming our opinion, we note the following adjusted misstatements identified during the course of our audit:

20
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Adjusted audit differences (continued)

Hillier Hopkins LLP

ISA 450, “If management have corrected material misstatements, communicating those corrections of which the auditor is aware to those charged 
with governance may assist them to fulfil their governance responsibilities, including reviewing the effectiveness of the system of internal control.” 

In forming our opinion, we note the following adjusted misstatements identified during the course of our audit:

21
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Unadjusted audit differences

Hillier Hopkins LLP

ISA 450, “If uncorrected misstatements have been communicated with person(s) with management responsibilities, and those person(s) also have governance 
responsibilities, they need not be communicated again with those same person(s) in their governance role. The auditor nonetheless has to be satisfied that communication 
with person(s) with management responsibilities adequately informs all of those with whom the auditor would otherwise communicate in their governance capacity.”

In forming our opinion, we note the following unadjusted misstatements (factual, judgemental, projected or arising from a prior period) identified
during the course of our audit:

22
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Technical developments
Timetable for submission and publication of accounts and related reports
The Accounts Direction outlines that each academy trust must submit by the 31 December 2024:
• Audited accounts, including the reporting accountant’s report on regularity
• The audit findings report from the external auditors presented to those charged with governance – this should

contain the:
o findings, including ratings of the importance/risk, e.g. high/medium/low
o their views about significant qualitative aspects of the academy trust’s accounting practices, including

accounting policies, accounting estimates and financial statement disclosures;
o significant difficulties, if any, encountered during the audit
o significant matters, if any, arising from the audit that were discussed, or subject to correspondence with,

management and the written representations the auditor is requesting
o other matters, if any, arising from the audit that, in the auditor’s professional judgment, are significant to the

oversight of the financial reporting process
• An accounts submission cover (online form)
• An annual internal scrutiny report

Related obligations:
• The accounts must be published on the academy’s website by 31 January 2025
• The Annual Accounts Return (AAR) must be submitted to the ESFA by 28 January 2025
• The accounts must be submitted to Companies House by 31 May 2025

Comment:
Our Audit Findings Report summarises the fulfilment of our obligations as auditor. As Trustees/Governors, you are
ultimately responsible for the correct reporting and submission deadlines required by the ESFA.

Hillier Hopkins LLP 23
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Technical developments
Academy Trust Handbook 2024 – key changes
The ESFA published its updated handbook in July 2024, effective 1 September 2024.

Catherine McKinnell MP, The Minister for School Standards has stated in her foreword to the Handbook:

The key highlights/clarifications are:

Roles & responsibilities:
• Reminding trusts the importance of the digital and technological standards
Main financial requirements:
• Emphasising that trusts’ reserves policy includes a clear plan for managing reserves
• Clarifying the position around when trusts must approach ESFA for Electric Vehicle (EV) salary sacrifice schemes
Internal Scrutiny
• Explaining which internal scrutiny options to be applied for trusts with annual revenue income over £50 million
• Clarifying qualifications and/or experience for trustees and peer reviewers
Delegated authorities:
• Confirming that trusts will be able to enter into finance leases where the lease category appears on the DfE

approved list
The Regulator and intervention
• Clarifying that trusts take appropriate action to meet DfE’s cyber security standards
• Extended the list of examples where a Notice to Improve (NtI) may be issued to include management of the

school estate

Hillier Hopkins LLP 24

“It is with strong financial management and governance that schools are able to operate most effectively and deliver 
high-quality teaching and learning that prepares our children for the future. I know the importance of the handbook in 
supporting you to achieve this. From 1 September the handbook confirms that you will have greater freedom to 
manage your resources by being able to enter into finance leases for assets you use on a day-to-day basis. In 
addition, for those of you who receive higher levels of funding we are moving towards a position where use of a 
professional internal audit function becomes the norm to ensure a robust system of scrutiny.” 

Docusign Envelope ID: 7B898B8C-94ED-4334-997D-E074DEFCFC1E



Technical developments

Hillier Hopkins LLP

‘Dear Accounting Officer’ Letter – streamlined financial oversight
Accompanying the updated Academy Trust Handbook 2024 issued in July 2024, The ESFA’s ‘Dear Accounting
Officer’ letter was issued. Despite noting a desire to deliberately restrict the number of changes in the period, for
stability, there are a few important changes to highlight:

• Finance leases – from 1 September 2024, for certain pre-approved assets, academies can enter into a “finance 
lease” (typically leases with longer durations, and/or where the lease payments account for a significant 
proportion of the underlying asset) without seeking prior approval. The list of consent assets includes IT catering 
and cleaning equipment and furniture. https://www.gov.uk/government/publications/leasing-for-academy-trusts/changes-
to-leasing-agreements-for-academy-trusts

• Digital and technological standards – the DfE’s Digital and Technological Standards are now referenced, and
academy trusts should take appropriate actions to meet them

• Internal scrutiny – a reminder that assessing your systems and controls are suitable and operating effectively
provides your board with vital assurance. Notes that trusts continue to develop an approaching this area, and this
should be proportionate depending on the size and complexity of the trust

• Electric Vehicle Salary Sacrifice (EVSS) Schemes – the ESFA are pausing its position on EVSS schemes
whilst it clarifies its approach. Any academy contemplating a new scheme, or accepting a new employee into an
existing scheme should contact them using its Customer Help Portal

• Estate management & NTI – relating to recent challenges for some trusts (RAAC etc), the letter highlights the
DfE’s focus to promote constructive, supportive dialogue. They have extended the list of circumstances in which a
Notice to Improve may be issued in respect to estates management. https://www.gov.uk/guidance/meeting-digital-and-
technology-standards-in-schools-and-colleges/cyber-security-standards-for-schools-and-colleges

25
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Technical developments 

Hillier Hopkins LLP

Companies House Reform
The Government’s Economic Crime and Corporate Transparency Bill achieved royal assent on the 26 October 2023.
The Bill includes a series of significant reforms designed to improve the quality and value of financial information on
the UK companies register, combat economic crime, whilst supporting growth in the UK.

The Bill (and Whitepaper preceding it) includes the following:
• All new and existing company directors, (and equivalents for other registrable entities), Persons with Significant

Control (PSC) and anyone else submitting filings will need a verified account at Companies House.
• All companies will be required to file accounts digitally, with full tagging.
• Small companies will no longer have the option to prepare and file abridged accounts and will be required to file

both their profit and loss account and directors’ report (ie, the option to file "filleted" accounts will be removed).
• Micro-entities will also be required to file their profit and loss account but will continue to have the option to not

prepare or file a directors’ report.
• Increased powers granted to the Registrar to enable more investigations and challenges of filings.
• Limiting the number of times a company can shorten its accounting reference period (ARP) to align with the

restrictions around extending its ARP.
• Options to enable companies to file financial information once a year with Government will be explored although

there are no firm plans in this regard at this time.
• Time periods allowed for filing accounts will not be reduced at this time.
• Companies House fees are expected to rise following powers granted to cover its own expanded powers/costs.

Details: https://www.gov.uk/government/publications/economic-crime-and-corporate-transparency-bill-2022-factsheets

When? The timeline for implementing the key provisions is expected to be phased over the coming years, with the
majority expected in 2025.

26

Comment:
Like others in the 
profession, we support 
the Government’s Bill 
to improve the quality 
of records held at 
Companies House but 
remain cautious 
regarding the 
challenges ahead.
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Technical developments 

Hillier Hopkins LLP

FRS102 – 2nd triennial review published
Following the consultation period, the Financial Reporting Council (FRC) has now published the ‘Amendments to
FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland and other FRSs – Periodic
Review 2024’ (“the Amendments”).

The aim of this second periodic review was to produce amendments to FRS 102 to better align the Standard to IFRS,
incorporating the IASB’s latest proposed changes to the international financial reporting requirements. Indeed, for
those who already prepare their financial statements under IFRS, the above changes will already be familiar to them.

The effective date of the amendments is for accounting periods beginning on or after 1 January 2026, with early
application permitted provided all amendments are applied at the same time.

What are the key changes?
• A new model of revenue recognition (for FRS 102 and FRS 105).
• A new model of lease accounting (for FRS 102 only).
• Various other incremental improvements and clarifications.

Looking at the detail:
• Revenue recognition - a new FRS 102 Section 23 Revenue, setting out a five-step model aligned to IFRS 15. 1.

Identify a contract with a customer, 2. Identify promises within the contract 3. Determine the transaction price 4.
Allocate the transaction price to the promises 5. Recognise revenue when or as the entity satisfies the promise.

• Leases - a new FRS 102 Section 20 Leases, which will require almost all leases to be brought on the balance
sheet if you’re a lessee. Accounting for lessors will remain largely unchanged. These new requirements mean
recognising a right-of-use (ROU) asset in respect of the lease contract, and a corresponding lease liability, being
the present value of remaining payments under the lease.

Full text: https://www.frc.org.uk/library/standards-codes-policy/accounting-and-reporting/uk-accounting-standards/frs-102/
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Comment:
These changes may 
have significant effects 
for some businesses, 
so it is important to 
start preparing early 
so that you are ready 
for the 1 January 
2026. 

If you’re not sure how 
the changes affect 
your business, please 
contact one of our 
experts who can help 
you understand the 
implications and 
prepare your accounts 
in plenty of time. 
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Technical developments – FRS 102 (update) Revenue
On 27 March 2024, the FRC issued amendments to FRS 102 and other FRSs following the conclusion of its second periodic review of the
standards. These amendments effectively align FRS 102 with IFRS for accounting revenue and lease transactions (though some differences
remain). The amendments are effective for accounting periods beginning on or after 1 January 2026, with early application permitted.

Hillier Hopkins LLP

DetailsRevenue recognition impact

The five-step model works as follows:
• Step 1: Identify the contract(s) with a customer;
• Step 2: Identify the performance obligations in the contract;
• Step 3: Determine the transaction price;
• Step 4: Allocate the transaction price to the performance obligations in the 

contract; and
• Step 5: Recognise revenue when (or as) the entity satisfies a performance 

obligation.

Management will need to review their contracts in detail to apply the guidance 
and this may not be as simple as it appears at first glance.

On transition, there is the option to either restate the prior year results or adjust 
the opening reserves as if the standard had always applied. 

Performing an initial impact assessment is advised to understand the likely areas 
of impact for your financial statements. These amendments may require changes 
to systems and processes to be in place for 1 January 2026. This may involve 
updating charts of accounts, assessing system capabilities, and designing 
revised processes to ensure compliance.

In terms of revenue recognition, businesses most likely 
to be impacted by these changes will be businesses 
that have long-term contracts or provide services, such 
as software companies, professional services and 
construction companies – rather than ship and bill 
businesses.

Contract terms will direct the accounting conclusion on 
whether revenue can be recognised over time, or at a point 
in time. 

It is anticipated that entities that offer ‘bundled contracts’, 
‘warranties’, offer variable consideration or have significant 
financing components will be the most directly affected. 

This may lead to significant changes to the way revenue 
was previously recognised. Current FRS 102 guidance 
focuses more on when risks and rewards are transferred to 
the customer, rather than when promises under the contract 
are fulfilled.
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Technical developments – FRS 102 (update) Leases

Hillier Hopkins LLP

DetailsLeases impact

If amounts have previously been calculated in accordance with IFRS 16 for group 
reporting purposes, the use of these amounts on transition is permitted.

Otherwise, the RoU asset recognised is equal to the liability on transition, 
adjusted by the amount of any prepaid or accrued lease payments on the balance 
sheet before application of the amendments. 

Any cumulative effect of initially applying the standard is recorded as an 
adjustment to opening retained earnings. 

On transition, restatement of comparatives is not permitted. 

Entities will need to collect data, make and document significant estimates and 
judgements, and again have systems in place ahead of 1 January 2026. Simple 
questions to get started include:

• What types of leases do you have? 
• Do you have copies of all your lease agreements and are they available for 

review in order to identify and reflect key terms in the financial statement 
amounts?

• Does the finance team have the required knowledge on the new lease 
accounting requirements or is further training required?

There is no longer a distinction made between 
operating and finance leases.

Any business with operating leases, as a lessee will see 
substantial changes to their EBITDA figures and 
balance sheet presentation because of the 
amendments. 

So for instance, entities with lease portfolios of retail 
spaces, vehicle fleets will be significantly impacted. 

On the balance sheet, both gross liabilities and assets 
will increase as a result of bringing the lease liability 
and the right of use (RoU) asset on to the balance 
sheet. 

Operating profit will be impacted (most likely increase), 
as the rent/ lease expense will now be accounted for as 
depreciation (above operating expenses) and lease 
interest (below operating expenses). 

There will be exemptions available for short term leases and 
low value assets. 

Accounting by lessors has not been significantly changed.
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Technical developments

Hillier Hopkins LLP

Artificial intelligence (AI) in the accountancy sector
The ICAEW has published a series of articles on the topic. Their site contains a wealth of resource for those looking
to leverage the current opportunities, and gain some insight into ‘what next’ in accounting.

https://www.icaew.com/technical/technology/artificial-intelligence/generative-ai-guide#

Machine learning and other AI techniques are not new, but they are rapidly evolving and transforming various
domains. Business and accounting are among the fields that can benefit from AI, but they have not yet fully
embraced its potential. To create a positive vision of the future, we need to understand how AI can address the
challenges and opportunities in accounting and business, as well as the skills and competencies that accountants
need to collaborate with intelligent systems.

The ICAEW highlight the AI tools that look to improve efficiency, insight and value including:
• Document generation: drafting documents such as proposals and reports, or producing ideas for presentations;
• Client communication: supporting client engagement, communication and correspondence tasks such as drafting

letters, emails and tailored reminders;
• Document translation and summarisation: reading long documents such as contracts and providing a summary

with key insights, or translating a document to another language;
• Assisting in the automation of repetitive, low-level judgement tasks, such as account categorisation;
• Software development: writing code and scripts to help with tasks, such as account reconciliations, fraud

detection and complex data manipulation and analysis;
• Collating of information (for example producing a comparative list of target clients).

Comment:
Artificial intelligence (AI) systems are improving quickly and can be very powerful. They provide outputs that can be
extremely accurate thus replacing and, in some cases, far superseding human efforts. IT systems and controls
within your organisation are now, more than ever an important pillar of a successful enterprise.
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Technical developments
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Going Concern – in an uncertain world
For those responsible for the preparation and/or approval of financial reports, there remains an ongoing challenge in
ensuring financial statements contain the correct ‘basis’ and disclosures with regard to their ‘Going Concern’ state.
With a backdrop of an uncertain macroeconomic environment caused by pandemic, war, supply-side challenges
and corporate failures on the high street, the FRC has (re)issued its guidance on the topic:

https://www.frc.org.uk/library/standards-codes-policy/accounting-and-reporting/annual-corporate-
reporting/guidance-on-going-concern-basis/

The following key questions must be considered:
• Has management undertaken an adequate going concern assessment?
• Have the financial statements been prepared on the correct basis (going concern, or basis other than)?
• Are the disclosures (material uncertainties) in the financial statements sufficient to ensure that a true and fair

view is presented?

The assessment should match the entity’s nature and size. For organisations where there is clearly some doubt as
to their going concern status, the assessment would be expected to cover some or all of the following issues:
• The implications of a pandemic, war, inflation, or other ‘economic shock’ on income, supplies and staff.
• The expected future cash flows of the organisation for at least the period that should be covered by the review,

i.e. twelve months from the date of the approval of the financial statements. Sensitize the key assumptions.
• The availability of additional sources of finance (and enforceability of) should it be required.
• Consideration of dependency on any key suppliers and staff and the implications if difficulties arise.
• If entity is part of a group, consideration of how going concern issues may be affecting the wider group and the

implications for the entity.
• Consideration of any other known contingent liabilities and the potential impact on cash flow.

Management must form a conclusion based upon the issues on whether the entity is a going concern or not, and the
implications for the basis of preparing the financial statements.
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Comment:
The assessment of going
concern is very much an
accounting issue and not
just an audit one.

If you are not sure on how
to assess going concern a
your next period end report,
please contact one of our
experts who can help
understand the implications
and help you prepare the
accounts accordingly.
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Tax rates and allowances 2025/2026
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Disclaimer: Rates are for guidance only.  
No responsibility for loss occasioned by 
any person acting/refraining from action 
as a result of this information can be 
accepted by the authors or Firm.
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Tax rates and allowances 2025/2026
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Disclaimer: Rates are for guidance only.  
No responsibility for loss occasioned by 
any person acting/refraining from action 
as a result of this information can be 
accepted by the authors or Firm.
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Hillier Hopkins at a glance

Hillier Hopkins LLP

Quality assurance
Hillier Hopkins LLP undergoes a number of quality assurance measures including the following:
• Chartered Accountants: We are fully subscribed to the training and technical requirements as set down by the

Institute of Chartered Accountants in England and Wales (ICAEW) and subject to their periodic QAD quality checks.
• Internal file reviews: Performed throughout the year by managers from across the firm.
• External audit file reviews: Performed by Mercia (Professional Training and Support Services) and other ICAEW 

accredited bodies.

Our Core Values
Our firm’s philosophy of “friendly expertise” is built on a commitment to our Core Values. You will find our team
knowledgeable, friendly and cooperative. They will spend time with you to really understand the business, actively
engaging and collaborating with you to help you meet your challenges and achieve your goals. Our Core Values
were developed collaboratively by our staff and principals. They underpin our training and review process and our
appraisal and personal development programme.
• Our Core Values are: Do the right thing, Expertise, Ownership, Positive collaboration and Making time.
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Our core values and accreditation

Investors in People
Hillier Hopkins invests heavily in staff training and has held the "Investor in People" (IIP) accreditation since 1996. We 
were one of the first accountancy firms in Hertfordshire to be awarded the IIP accreditation and now hold a Gold 
Accreditation.

Best places to work
We are proud to be featured in the prestigious ‘Sunday Times Best Places to Work’ list for 2025, which recognises and 
highlights our firm’s commitment to fostering a positive and supportive work environment for all of our employees.

Hillier Hopkins LLP

Quality assurance
Hillier Hopkins LLP undergoes a number of quality assurance measures including the following:
• Chartered Accountants: We are fully subscribed to the training and technical requirements as set down by the

Institute of Chartered Accountants in England and Wales (ICAEW) and subject to their periodic QAD quality checks.
• Cold-file reviews: Performed by leading external ICAEW accredited bodies and internal peer-reviews.

Our Core Values
Our firm’s philosophy of “friendly expertise” is built on a commitment to our Core Values. You will find our team
knowledgeable, friendly and cooperative. Our Core Values were developed collaboratively by our staff and principals.
They underpin our training and review process and our appraisal and personal development programme. Our Core
Values are: Do the right thing, Expertise, Ownership, Positive collaboration and Making time.
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Sustainability

Hillier Hopkins LLP

At Hillier Hopkins we take pride in doing the right thing. Whether it’s the friendly expertise we provide to our clients or the choice of a 
renewable energy provider to power our office, we want to make a positive difference. That’s why as a firm we are committed to minimising 
our environmental footprint wherever possible across all three of our office locations. Our environmental goals are designed to help us 
minimise waste, procure more sustainably and build a strong environmental culture that drives us to continue to improve.
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Our goals and achievements

• Local Volunteering initiatives: We take part in tree planting days and regularly organise litter picks around our office areas to clean 
and green up our neighbourhoods. Our volunteering policy also allows all of our staff one day per year to participate in volunteering 
opportunities of their choice. 

• Recycling: We reduce our waste and recycling through collecting food waste, recyclables and soft plastics, printing less and shredding 
our paper sustainably.

• Reducing our carbon emissions: We have reduced our carbon emissions by switching to 100% renewable energy at our offices where 
possible and using lower energy appliances.

• Sustainable procurement: We try to ensure that we procure our office supplies, stationery and branded goods as sustainably as 
possible through social enterprise suppliers.
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Other Services

Hillier Hopkins LLP
37

Our experts - here to help you
Hillier Hopkins has a variety of 
experts within the firm who are 
available to work with you (*). 

They are on hand to provide both 
long term, proactive advice and 
practical solutions to any 
business challenges and 
opportunities that arise.

For further information, please 
speak to your regular contact, or 
visit our website:

https://hillierhopkins.co.uk/services

Personal tax 
compliance 

and tax 
planning

A reliable and efficient tax 
compliant service 
Tax planning such as Capital 
Gains Tax and estate planning 
International tax 

Business 
finance and tax 

advisory

VAT and 
Indirect Taxes 

compliance 
and advisory

Free up internal resources with 
our reliable and accurate 
outsourced services such as 
bookkeeping, management 
accounts, payroll and company 
secretary

Business 
support and 

payroll

Wealth 
management

Delivered by SATIS Wealth, 
part of the Hillier Hopkins family
Highly experienced team with 
Big4 and mid-tier backgrounds
Retirement Planning and 
investment structuring

Board advisory 
and support

Efficient and 
accurate P11d 

service

Tax 
investigation 
and disputes

Compliance and advisory on:
raising finance & EIS share 

ownership & EMI, R&D & 
Patent Box, property,  

taxation - SDLT, ATED & 
Capital Allowances

Strategy and planning facilitation 
and support for non-exec 

directors such as: exit and 
succession planning, mergers & 

acquisitions, selling the business

Recommended tax efficient 
employee benefits

Take care of time consuming 
P11d forms and annual 

submission to HMRC

Experienced team to handle any 
investigations by, or disputes 
with HMRC 
Negotiating on your behalf
Fee protection service available 
to clients

Cross border VAT
Making Tax Digital and bridging 

software
Brexit advisory

* Non-audit services are subject to certain Ethical 
Standard safeguards, or in some cases are prohibited.
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hillierhopkins.co.uk
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Independent member of
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