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The reportis intended for the sole use of Peaslake Free School (“the Academy”) and must not be disclosed to any third party, or quoted or referred to, without our written consent.
No responsibility is assumed to any other person in respect of this report.

The primary objective of our audit is to express an opinion on the truth and fairness of the Academy accounts as a whole. An audit does not examine every operating activity and
accounting procedure in the Academy, nor does it provide a substitute for management’s responsibility to maintain adequate controls over the Academy’s activities. Our work is not
designed therefore to provide a comprehensive statement of all weaknesses or inefficiencies that may exist in the Academy’s systems and working practices, or of allimprovements
that could be made.
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1. Purpose

The purpose of this report is to share the key findings from our audit of the financial statements of Peaslake Free School Limited in respect of the
year ended 31 August 2025, in line with our Audit Plan previously circulated.

2. Significant matters

Result for the year
The Academy has reported a net movement in funds of £6,412 (2024: negative £745). After excluding the impact of the LGPS and fixed assets
depreciation (expenditure of £3,770) the underlying result for the year was netincome of £10,182(2024: net income of £4,301).

Going concern and Pupil Numbers

As part of our audit testing, we have reviewed the budget the 2025/2026 academic year. Forecasts take in to account a future trend of reduced
pupil number and as a result less funding from the ESFA one year in arrears. These projections reflect management’s best estimates of
government funding trends and anticipated student demand. Budgeted expenditure has been alighed with expected income movements, and
based on our review, the assumptions applied by management appear reasonable.

We note that management has forecast a slight deficit in the next financial year. From our review we have found this to be reasonable and
management have taken care to monitor and act with caution with budgets. We note that Peaslake Schools Trust provides assurance that their
continued support underpins the School’s status as a going concern for at least the next 12 months from the accounts approval date.

The School has sufficient cash reserves at the year end to cover the deficit budgeted and their liabilities as they fall due.Full disclosure has been
included within the financial statements on the basis on which the accounts have been prepared as a going concern and the uncertainty thatis
inherent within the assumptions used. We are satisfied with the basis of accounting adopted and the disclosures included within the financial
statements.

Regularity

In addition to the financial statements audit we have carried out a limited assurance review to consider whether the expenditure incurred, and
income received by the academy trust during the year has been applied to the purposes identified by Parliament and the financial transactions
conform to the authorities which govern them.

Page 3



ALLIOTTS

PART OF THE SHAW GIBBS GROUP

2. Significant matters

It has been noted during our audit review that there are related party transactions between Peaslake Schools Trust and Peaslake Free School.
Advance DfE approval will be required, if charges become greater than £40,000 in the future. The Academy Trust Handbook states that ‘Trusts
must obtain the DfE’s prior approval, using DfE’s related party on-line form, for contracts and other agreements for the supply of goods or services
to the trust by a related party agreed on or after 1 September 2023 where a contract or other agreement exceeds £40,000 in the same financial
year ending 31 August’.

Pension

We noted that the LGPS pension report highlights significant changes to the principal actuarial assumptions which has resulted in a larger surplus
on the pension fund balance of £109,000. We note that the changes in these assumptions are in line with the rest of the academy sector and are
the result of recent fluctuations in the economy.

However, as it is not possible to ensure that the pension asset is recoverable, the pension asset ceiling has been reduced to a break-even position,
in accordance standard accounting practice.

Outstanding items

Internal scrutiny report not seen yet
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3. Adjusted and unadjusted misstatements

Set out below is a summary of adjusted and unadjusted misstatements identified during the course of the audit.

Materiality is defined as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of a
reasonably knowledgeable person would be changed or influenced. Materiality is an area of judgement and therefore subjective. Under
International Standards on Auditing (UK), materiality must be considered not only at an overall financial statements level but also in relation to
classes of transactions, individual account balances and disclosures.

Triviality is defined as the magnitude of misstatement in the financial statements which is unlikely to impact on the economic decisions of a
reasonably knowledgeable person. All errors above triviality are reported to the management; errors below are not. Triviality is set based on the
materiality value set.

All misstatements considered to be material individually or cumulatively are required to be adjusted. We have not set out below those
misstatements encountered which are considered to be below trivial.

Materiality (£) Triviality (£)
8,400 420
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3.1. Corrected misstatements

Description Account Income/(Expenditure) (£)

Draft trial balance - deficit (8,940)

Being inclusion of prepayments Prepayments

not recorded Expenditure 2,275

Being over-accrual of audit and Accruals

accounts fees Auditors remuneration 1,300

Eelng adjustmer)t for anm..lal Prepayments

insurance to be included in Oth 1564

prepayments ther support costs ,

Release of deferred income Accruals and deferred income 10.213
GAG/Dfe Income, UIFSM ’

Final result - surplus 6,412

An adjustment was also made in the accounts to the following disclosure notes:

e Anupdate to the related party disclosure note
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Net asset/(liability) (£)
2,275

1,300
1,564

10,213

e Anupdate to the Key Management Personnel (KMP) figure to reflect only the nursery salary recharge that relates to the Head
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3.2. Uncorrected misstatements
Description Account

Being potential VAT adjustment for VAT not VAT recoverable
claimed on expenditure (extrapolated
error) Expenditure

Totals

4. Accounting policies and practices

Income/(Expenditure) (£)

6,016

6,016
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Net asset/(liability) (£)
6,016

6,016

During the course of our audit, we reviewed the adequacy of the disclosures contained within the financial statements and their compliance with
both relevant accounting standards and the requirements of Financial Reporting Standard (FRS) 102, the Companies Act 2006, the Charities
SORP 2019 and the Academies Accounts Direction 2024 to 2025. We are satisfied that the Trust operates acceptable accounting policies and

practices.
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5. Auditrisks

Presented below are the conclusions on the key risks identified as part of the Audit Plan:

Issue

Income Recognition

Errors and Fraud due
to Management
Override
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Description

Risk that income could be understated,
or cut-off errors could occur with
income recoghnition.

Risk of errors in the cut-off of
expenditure leading to the accounts
not reflecting a true and fair view and
thereby affecting management
decisions based on the accounts.

Risk of fraud as a result of failure of
internal controls.

Risk of error or fraud as a result of
override of internal controls.

Planned response

Reconcile in total the income per
remittances to amounts recognised in
the accounts.

Reconcile the remittances to the income
schedules provided by the funding
bodies.

Review cut-off procedures and systems
forincome recognition.

Cut-off to be tested. Review systems and
control procedures through discussions
with the accounts staff and complete a
number of walkthroughs to confirm
systems and controls are in place.

Discuss with management if any frauds
have occurred and review any systems in
place to mitigate the risks.

Review of journals posted to backing
rationale and documentation.
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Conclusion

From our testing there were no
issues with income recognition and
cut off identified.

No such transactions identified
during testing.

Have completed a review of
journals, cut-off and walkthrough
testing and nothing unusual noted
which could indicate management
override.




Issue

Related Party
Transactions

Potential Fall in Pupil
Numbers

Going Concern
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Description

Risk that related party transactions are
not correctly disclosed in the accounts.

Risk that changes in demographics or
Ofsted rating could lead to a fall in pupil
numbers which would lead to a fall in
GAG funding and could impact the
School’s ability to proceed as a Going
Concern.

Risk that changes in government
funding may impact the school’s ability
to continue as a Going Concern.

Risk that disclosure of Going Concern
position is not disclosed in the financial
statements.

Planned response

Request information on related parties
from the Governors.

Review transactions comparing to
Governors register of interest and
confirm no further related party
transactions to be disclosed.

Review systems and controls for
reporting related party transactions.

Review pupil numbers expected for the
coming year.

Review for fall in income levels received
by the school.

Review management accounts,
budgets/forecasts and minutes of
meeting for indications of fall in pupil
numbers. Review minutes of governor
meetings.

Review budget funding forecast return
submitted to the ESFA.

Discuss any issues with management.

Review disclosures to ensure they reflect
the appropriate Going Concern position.
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Conclusion

Have identified related party
transactions in the year and have
updated these in the accounts and
added to section 3 of the
management letter.

Have reviewed the Going Concern
position and have agreed that the
Schoolis a Going Concern for the
next year. Noted that pupil numbers
have dropped by 12% from Autumn
2024 to Autumn 2025 per the
census’ provided, but the school
has budgeted for the reduced pupil
numbers.

Have reviewed the Going Concern
position and have agreed that this is
correct. It has been noted that the
schoolis anticipating financial
pressues in the coming years and is
attempting to cut costs as a result.
The school will also be supported by
the Trust.



Issue Description
Reliance on Key Risk that segregation of duties or other
Members of Staff controls may be compromised should

members of the finance team be
absent due to ill health or leave the role
at short notice.

Risk that knowledge or experienced has
not been handed over after staff
changes have occurred.
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Planned response
Discuss with management any staff
changes or issues in the year.

Review operation of systems and
controls.
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Conclusion

There is still a reliance on key
members of staff in the year.

Noted that this is a small school
which does not employ many staff.
Historic recommendation point
raised in section 6 to relieve
pressure on key members of staff.




6. Control recommendations raised in previous audits

The recommendations raised during previous audit engagements were reviewed for updates this year, the outcomes are as follows:

Issue reported

Prepayments

During the audit last year, we noted that a
prepayment schedule was not maintained,
resulting in a risk that prepayments and
expenditure could be materially misstated.

Accruals

In the previous year we noted that an accruals
schedule is not maintained and reliance is
placed on the accounts preparation team to
pick up any relevant accruals.

Deferred income

We found in the prior year audit that income is
not deferred correctly and is instead reflected
when itis received.

Reliance on Key Members of Staff
We have noted in prior years, due to the small
size of the school, there is a reliance on key
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Recommendation made

We recommended that any invoice for a
subscription is added to a prepayments
schedule. On this schedule, it should note how
many months have been prepaid, so this
expense can be split correctly across the
relevant years. The same applies to any
services paid for in advance but will not be
received until after the year end, either in part
or in full.

We recommended that an accruals schedule is
prepared at the year end before the accounts
preparation stage, which identifies any
services that they have received before the
year end which they will have to pay for post
year end (e.g. gas, electricity bills etc).

We recommended that when income is
received, it is compared against any payment
schedules to check whether the income
relates to the current year or the next year. If
noted that it relates to the next year, it should
be posted to the deferred income account
code.

We recommended that all invoices should be
posted to Xero when received. This will reduce
reliance of paper copies being kept and found
by the relevant member of staff. It will also
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Update

Unresolved - from our testing we found a
number of missed prepayments meaning that
expenditure is not recognised correctly. No
prepayments list is maintained. We continue
to recommend this. Relevant audit journals
have been reflected in section 3 of the
management letter.

Unresolved - in the current year audit we note
that no accruals listing is prepared. Therefore,
we continue to recommend this.

Resolved - In the current year audit we noted
no adjustments were required to income and
deferred income had been correctly treated,
therefore we see this issue as resolved.

Unresolved - We noted that in the current
year invoices were still not added to Xero so
we therefore continue to recommend this.




Issue reported

members of staff/volunteers to complete most
functions of the finance department.

Completeness of Income

In the prior year, we noted that income
schedules for donation income are not kept or
maintained. This means that income received
cannot be checked to income anticipated. It
was noted that some income relating to the
breakfast club had been posted to an
expenditure code in error. The preparation of an
income schedule would ensure this income
stream is complete.

Regularity Compliance —- Management
accounts

We previously noted in the year that
management accounts were not sent to the
Chair of trustees every month, as required by
the Academies Trust Handbook in section 2.19.
It was also noted that the balance sheet was
not included in the management accounts
sent, as required in the Academies Trust
Handbook in section 2.18.

Approval of Bonus Payments — Regularity
In the prior year, we noted a bonus was paid
with no evidence of approval by the Chair or
evidence to suggest that this was discussed
with other Trustees.
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Recommendation made

reduce the pressure of finding the invoices at
the year end.

We recommended that an income schedule is
maintained for all ‘donation’ income per Xero.
This could just be a list of all trips and children
in attendance, or keeping hold of sign in
sheets for future reference.

We recommended that management accounts
are sent to Trustees to review at least 6 times a

year and that these management accounts
include a balance sheet. We also

recommended that the management accounts

are sent monthly to the Chair of Trustees.

We recommended that all bonuses are
discussed in Trustee meetings, with minuted

evidence. We also recommended that a follow

up letter is sent to the individual receiving the
bonus from the Chair of Trustees in order to
maintain a record of the decision.
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Update

Unresolved - We noted that there is still no
income schedule kept, therefore we continue
to recommend this.

Resolved - We viewed email correspondence
of management accounts being sent to
Trustees, therefore view this issue as resolved.

Resolved - In the current year no bonuses
were paid.




Issue reported

Recharges to the Nursery for Staff Hours

In the prior year, we noted that there are no
formal agreements in place with the Trust for
salary recharges or staff secondments.
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Recommendation made

We recommended that there is a review of
hours worked by staff recharged to the nursery
and the staff seconded. We also
recommended that a formal agreement is put
in place to ensure that both parties are
paid/are paying fairly for services received.
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Update

Resolved - We viewed a formal agreement
now in place regarding arrangements between
the School and the Trust so therefore we see
this issue as resolved.




7. Control recommendations raised this audit

The recommendations raised during the audit were as follows:

Risk Issue reported

Trustee In the current year we noted that one

Register of new Trustee was not added to the

Interests Register on Interest orincluded on the
website.

VAT In the current year we noted two items of

expenditure where the VAT has not been
claimed or posted separately. This can
result in either an overpayment or
underclaim on VAT.
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Potential consequence

The DfE and Charity Commission require
an up to date Register of Interest to be
kept and missing a Trustee could lead to
non-compliance with these regulations.
There is also an issue of transparency
and a potential conflict of interest and a
related party transaction could be
missed.

Failure to correctly account for VAT can
lead to financial loss, non-compliance
with HMRC regulations, and potential
penalties or interest charges. It also
increases administrative effort to correct
errors.
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Recommendation made

We recommend the Register of Interest is
updated and reviewed regularly. Any new
Trustees should complete a form
prompty.

We recommend that the School reviews
its VAT accounting procedures and
ensures staff responsible for processing
invoices are adequately trained in VAT
compliance. Implementing a periodic
review of VAT treatment on expenditure
items will help maintain compliance and
accuracy.




8. Independence
Non-audit services provided by Alliotts to the School:

Service Description

Statutory accounts  This service is only to produce the statutory

production format accounts from the trial balance provided
by management, along with other disclosures as
provided by management.

Other Alliotts LLP provides additional consultancy
support to Peaslake Free School Limited in

regards of TPA returns and various other matters.
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Safeguard

This is wholly mechanical data entry process involving no
judgements by Alliotts, with informed management reviewing and
approving the final reports. As a result, no safeguards are deemed
necessary.

Alliotts is not involved in any management decisions and the
impact of this support does not affect the accounts. Therefore, no
safeguards are deemed necessary.

In accordance with International Standard on Auditing (UK) 260 “Communication with those charged with governance”, there are no changes to the
details of relationships between Alliotts LLP and the School that may reasonably be thought to bear on Alliotts LLP’s independence and the
objectivity of the audit principal and the audit staff and the related safeguards from those disclosed in the Audit Plan.
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9. Sector update
9.1. Amendments to FRS102

The Financial Reporting Council (FRC) have finalised changes to the UK accounting standard FRS102 that are effective for accounting periods
starting on or after 1 January 2026.

The Charities SORP committee issued a new version of the SORP on 31 October 2025 to incorporate these changes and it is expected that the DfE
will incorporate the changes into the Academies Accounts Direction, which would be effective for the school year ending 31 August 2027.

The amendments include:

a) Revised revenue accounting requirements that are more aligned with international standards (IFRS 15) that applies a five-step model for
revenue recognition using ‘promises’ rather than ‘performance obligations’.

The steps include:
Identify contract; Separate performance obligation; Determine transaction price; Allocate transaction price; Recognise revenue.

For most academies this is not expected to lead to any changes to the level of income recognised within the financial statements: if there
is a change required, there is no requirement to restate the comparatives.

b) Revised lease accounting that is based on a balance sheet approach reflective of IFRS 16 where most leases are capitalised. This would
mean current operating leases being recognised on the balance sheet as ‘right of use assets’.

Leases will be capitalised for the period in which the new standard is adopted with no restatement of the comparatives.

Assets are recognised as equal to the liability on the transition date when the new standard is adopted. Any cumulative effect of initially
applying the standard is recorded as an adjustment to opening retained earnings.

Overall, the impact to the financial statements would be a weakening of the balance sheet at the current asset level since a proportion of
the ‘Right of use liability’ would be recognised within creditors due within one year.
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This change is likely to have minimalimpact on the surplus/(deficit) reported for the year since the combined depreciation and interest
charge could be similar to the existing annual operating lease costs already recognised through the Statement of Activities.

9.2. Good practice guide on novel, contentious and repercussive transactions

This guidance was published earlier in the year with the aim to help academy trusts to:

e better understand the concept of novel, contentious and repercussive (NCR) transactions;
e ensure that proper factors are considered and approvals gained when an academy trust is considering entering into a financial transaction
that is (or may be NCR)

Managing Public Monies (MPM) and the Academy Trust Handbook provide a framework of financial oversight, whereby most financial decision-
making is delegated to operational leadership in academy trusts. However, there are certain transactions where decision-making is never
delegated, and this includes transactions that are NCR.

This restriction does not mean that all such transactions are forbidden, simply that the academy trust does not have the authority to enter into
them without prior approval from the DfE. Therefore, all such transactions must always be referred to DfE for approval and the request for
approval, and approval obtained, must be made before the transaction occurs.

In general:

e noveltransactions are those of which the academy trust has no experience or are outside its normal course of business

e contentious transactions are those that might cause debate or criticism by Parliament, the public or the media

e repercussive transactions are those likely to set a precedent or cause pressure for other academy trusts, or the wider public sector to take
a similar approach and hence have wider financial implications.

In most cases, academy trusts should be able to determine themselves whether a proposed transaction is NCR. If an academy trust remains in
doubt, orif itis reasonable to conclude that the proposed transaction is (or could be) NCR, then the case must be referred to DfE for a
determination.
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In any instances where the Accounting Officer (AO) of an academy trust, having given the matter full consideration, acting in all good faith and
having consulted their Board, makes a determination that a proposed transaction could not be deemed NCR, then it can proceed on its own
authority (subject to other relevant considerations such as compliance with the Academy Trust Handbook requirements). In such instances, the
Accounting Officer should fully document their rationale so that it could be justified if challenged at some point.

Occasionally the AO may come to the view that they have, perhaps inadvertently, entered into an NCR transaction without having first obtained
approval from DfE. This could come to light during the year-end audit process when the academy trust auditor, in their role of reporting
accountant, is performing their review of regularity. Should this happen, you should approach DfE to seek retrospective approval, although
approval should not be assumed.

The good practice guide gives some example scenarios to aid understanding of the concepts.

9.3. Changes in Academies Accounts Direction (AAD)

The Academies Accounts Direction and Model Accounts for 2024-2025 published by the DfE have kept any changes to a minimum this year, and
the changes highlighted are mainly aimed at larger academy trusts. These include:

1. Strategic Reports
Academies are alerted to the Companies Act requirement to include a strategic report with achievements and performance disclosure.
Also, where applicable, to disclose non-financial and sustainability information in the strategic report. (This only applies to academies
with income of over £5600m and over 500 employees).

2. Finance Leases
There has been a ‘reflection of freedom’ by the DfE relating to finance leases. These are now allowable for certain categories of assets and
if an academy has entered into any finance leases during the year, there will be additional accounts disclosure

3. Internal Audit

The AAD mirrors the Academy Trust Handbook 2024 requirement that trusts, with an annual revenue income over £50 million, should
deliver internal scrutiny through external and bought in services.

4. AO Statement of Regularity
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The DfE reviewed the wording in the Accounting Officer’s (AO) statement of regularity, propriety and compliance to make the statement
clearer.

Audit Report
The DfE updated the wording of the auditor’s report on the financial statements and the reporting accountant’s report on regularity, to

reflect the review of the Framework and Guide for Academy Trust External Auditors and Reporting Accountants (“Auditor Framework and
Guide”).

Teachers’ Pension Scheme
The DfE has updated the note relating to the valuation of Teacher’s Pension Scheme, to reflect the implementation date for the next
valuation

ESFA lition
The model accounts highlight the transfer of ESFA functions to the DfE.
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Alliotts LLP is registered to carry on audit work in the UK, regulated for a range of investment business activities by the Institute of Chartered Accountants in England and Wales.
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