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INTRODUCTION 
Our audit of the financial statements of Durham Aged Mineworker’s Homes Association (“the Association”), Brandon Colliery 
Aged Workers’ Homes Association and William Russell Bequest is complete.  The purpose of this letter is to bring to your 
attention the findings from our audit. 
 
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: 
 

 the qualitative aspects of the Association’s accounting practices and financial reporting; 
 the quantitative aspects of the Association’s accounting practices and financial reporting; 
 adjusted and unadjusted misstatements, unless they fall below the threshold for reporting to the Audit and Risk Committee 

as they are clearly trivial; 
 matters specifically required by other Auditing Standards to be communicated to those charged with governance (such 

as fraud and error); 
 any expected modifications to the auditor’s report; 
 the management representation letter; 
 any significant deficiencies in the accounting and internal control systems; and 
 any other relevant and material matters relating to the audit. 

 
We also confirm our professional integrity, objectivity and independence. 
 
We see effective communication with the Audit and Risk Committee as being key to 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 during the course of our audit. 
 
 
 
 
 
Menzies LLP      
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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 

 
1. 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.  In addition, ISA 700 
“Forming an Opinion and Reporting on Financial 
Statements”, requires auditors to explain in the auditor’s 
report to what extent the audit was considered capable of 
detecting irregularities, including fraud.  There is a presumed 
significant risk of fraud in two areas: 
 
Revenue Recognition  
(Significant audit risk – material non rental / service 
charge income) 
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.   
 
The Association derives income from various sources, with 
the primary income streams being social housing lettings, 
statutory revenue income and housing related support 
contracts. 

 
The processing of social housing lettings income is highly 
automated and rent changes are restricted.  We therefore 
assessed the risk of fraud in the recognition of rental and 
service charge income as low and rebutted the assumption 
that this area is a significant risk.  Recognition of income from 
other sources is less automated and is judged to be a 
significant risk. 
 
Management Override (Significant audit risk) 
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 financial statements are free from material 
misstatement, whether caused by fraud or error. In 
particular, we considered the risks associated with revenue 
recognition and management override of controls. 

As part of our audit planning, we met with management to 
discuss fraud-related risks and the risk of material 
misstatement in the financial statements, and to obtain an 
understanding of the legal and regulatory framework 
applicable to the Association. 

In relation to revenue recognition, we tested a sample of 
income from rents, service charges, statutory revenue 
contracts, housing-related support contracts and other 
material sources of income. We also performed analytical 
review procedures over the material income streams and 
tested the cut-off of income at the year end. 

As part of our year-end audit work, we have used data 
analytics to review manual journals posted during the year 
and have reviewed material year-end journals. During this 
work, we identified an error in the posting of a journal. While 
there was no indication that this was fraudulent in nature, 
the matter has been identified as an error and reported to 
management. 

Our testing is now complete. Our audit identified no errors in 
relation to the recognition of revenue or management 
override of controls 
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KEY AUDIT ISSUES 

Audit Issue per Audit Plan Overview Audit Procedures and Results 

 
2. HOUSING PROPERTIES & DEVELOPMENT  

(Elevated audit risk) 
 

The key audit risk for housing properties is that the carrying 
value of new developments exceeds their recoverable 
amount and are therefore impaired.  
 
There is also a risk that development expenditure has been 
recorded in the incorrect accounting period, particularly in 
relation to invoices around the year-end. 
 
Audit Approach 
As part of our work we will perform the following procedures: 
 

 Evaluate and test the key controls over development 
appraisal assumptions; 

 Review forecast and actual development spend 
compared to appraised costs, to highlight schemes 
where impairment may be an issue; 

 Consider whether there is any evidence of impairment, 
and review the Association’s assessment of impairment 
if a trigger for this assessment exists; and 

 Review cut off applied to capital invoices, including 
checks that accruals have been made for development 
expenditure incurred up to 31 March 2026 but not 
invoiced in-year. 

 
 

 

 

 

 
 
 
To address the identified risks in relation to housing property 
developments, we: 

 Evaluated the key controls over the development 
appraisal process and the assumptions applied by 
management. 

 Reviewed actual and forecast development 
expenditure against appraised costs to identify any 
schemes with potential indicators of impairment. 

 Considered whether there was any evidence of 
impairment and reviewed management’s assessment 
where relevant. 

 Performed substantive testing over development 
expenditure to confirm that costs had been 
appropriately capitalised. 

 Performed cut-off testing over capital invoices around 
the year end, including considering whether 
appropriate accruals had been recognised for 
expenditure incurred up to 31 March 2026 but not 
invoiced in-year. 

 
Based on the audit procedures performed, we identified no 
issues or material exceptions in respect of impairment or 
the cut-off of development expenditure. 

. 
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KEY AUDIT ISSUES 

Audit Issue per Audit Plan Overview Audit Procedures and Results 

 
3. MAJOR REPAIRS AND IMPROVEMENT 

WORKS  
(Elevated audit risk) 

 
In line with the Housing Statement of Recommended 
Practice (‘Housing SORP’), the Association accounts for its 
properties on a component basis, with each major 
component assigned an individual useful economic life. 
Management exercise judgement in assessing where major 
repairs and improvement works constitute a repair or a 
replacement of a component, or a new component category. 
This judgement dictates the accounting treatment of the 
expenditure as either capital or revenue.  
 
Audit Approach 
As part of our work we will perform the following procedures: 
 

 Obtain an overview of major repairs and improvement 
spend in the year, and the proposed accounting 
treatment; 

 Sample testing of expenditure on replaced 
components, to ensure recorded correctly; 

 Sample testing of revenue repairs to ensure correct 
classification; and 

 Test a sample of component replacements to ensure 
that the old asset has been correctly removed from the 
asset register. 

 
 

 
 

 

 
 
 
 
To address this risk, we obtained an overview of major 
repairs and improvement expenditure incurred during the 
year and assessed the proposed accounting treatment. We 
performed sample testing of component replacement 
expenditure and revenue repairs to assess whether costs 
had been appropriately classified as capital or revenue in 
accordance with the Housing SORP. 
 
We also tested a sample of component replacements to 
assess whether the replaced components had been 
correctly removed from the fixed asset register and the new 
components appropriately recorded. 
 
Our audit work did not identify any material errors in this 
area. 
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KEY AUDIT ISSUES 

Audit Issue per Audit Plan Overview Audit Procedures and Results 

 
4. DEFINED BENEFIT PENSION SCHEME  

(Elevated audit risk) 
 
The Association participates in the Social Housing Pension 
Scheme (SHPS) which is a multi-employer, defined benefit 
scheme. The assets of the scheme are held in separate 
trustee administered funds. 
 
At 31 March 2025 the fair value of the employer assets was 
lower than the present value of the liabilities by £900k (2024: 
£1.3m). 
 
The actuary of the scheme will value the pension liability for 
Section 28 of FRS 102 purposes and this will be included in 
the financial statements at 31 March 2026. 
 
Audit Approach 
As part of our audit work we will:  
 

 discuss the process and arrangements for obtaining the 
Section 28 of FRS 102 valuation, including the 
instructions given to the actuary; 

 Compare the Management Expert key assumptions to 
the range of assumptions determined by the Auditor 
pension specialist; 

 Review of the central assurance methodology 
regarding SHPS; 

 Review the information provided by the Association to 
the actuaries to ensure completeness and accuracy; 

 Agree the SHPS pension disclosures to information 
provided by TPT Retirement Solutions; 

 Review of the asset split, and movements year to year, 
within the scheme; 

 Review the accuracy of the SHPS journals processed 
at the year-end; and 

 Review the disclosures and the notes to the accounts 
to ensure they comply with Section 28 of FRS 102. 

 

 
 

 

 
 
 
 
As part of our audit work, we reviewed the process and 
arrangements for obtaining the Section 28 FRS 102 
valuation, including the instructions provided to the actuary. 
We compared the management expert’s key assumptions 
against the range determined by our pension specialist and 
reviewed the central assurance methodology in respect of 
SHPS. 
 
We also reviewed the completeness and accuracy of 
information provided by the Association to the actuaries, 
agreed the SHPS pension disclosures to information 
provided by TPT Retirement Solutions, and reviewed the 
scheme’s asset split and year-on-year movements. We 
reviewed the accuracy of the SHPS year-end journals and 
assessed the related disclosures and notes for compliance 
with Section 28 of FRS 102. 
 
Our substantive audit work in this area is complete.  
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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 2024 Revised 
Ethical Standard for Auditors. 
 
International Standard on Auditing (ISA) 260 – Communication with those Charged with Governance and good practice require 
us to confirm the following to those charged with governance: 
 

 that we are independent. 
 that we are unaware of any relationships which may bear on our objectivity and independence. 
 that we comply with the requirements of the Financial Reporting Council’s Ethical Standard in relation to the supply of 

non-audit services by an audit firm.  We have provided details below of any non-audit services provided to the Association 
and the fees charged in relation to non-audit services. 
 

The Audit and Risk 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 the Association during 2025/26. 
 

 
INDEPENDENCE DECLARATION 
We have reviewed our independence and confirm that, in our professional judgement, this firm is independent within the 
meaning of regulatory and professional requirements and the objectivity of the audit engagement Director, Richard Graham, 
and the audit staff is not impaired. 
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QUALITATIVE ASPECTS OF ACCOUNTING 
PRACTICES AND FINANCIAL REPORTING 

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 Audit and Risk Committee 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 
The preparation of the financial statements requires management to make judgements, estimates and assumptions that affect 
the amounts reported for assets and liabilities at year-end and the amounts reported for revenues and expenses during the 
year. Given its nature, this area is a key audit focus. 
 
Key accounting estimates in the financial statements include: 

• capitalisation of property development costs; 

• categorisation of housing properties; 

• useful lives of depreciation assets (housing properties and other fixed assets); 

• valuation of the pension funds; 

• impairment provisions; and 

• level of bad debt provision against tenant arrears. 
 
We confirm that these 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. 
 

SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE AUDIT 
There were no significant difficulties encountered during the audit. 
 

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 confirm that this 
assumption is appropriate. 
 

STRATEGIC REPORT AND MEMBER BOARD REPORTS 
We reviewed other information in the narrative reporting sections of the financial statements.  We confirmed that there is no 
material inconsistency between it and the financial statements 
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MANAGEMENT REPRESENTATION LETTER 
AND AUDIT OPINION 

MANAGEMENT REPRESENTATION LETTER 
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 letter 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. 
 

AUDIT OPINION 
We provided an unqualified audit opinion on the financial statements for the Association, Brandon Colliery Aged Workers’ 
Homes Association and William Russell Bequest for the year ended 31 March 2026. 
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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 statement or comprehensive income and the statement of financial 
position. 
 
ISA 260 requires us to report to management all corrected and uncorrected misstatements identified during the audit, and to 
include in this report how we have calculated materiality. 
 
Materiality may be revised throughout the course of the audit, when we become aware during the audit of information that 
would have resulted in a different determination of materiality at the outset. 
 
We are not required to report on corrected or uncorrected misstatements which are clearly trivial.  
 
Our assessment of materiality was based on the first draft accounts received prior to the audit and calculated at 2% of turnover.  
A summary of the final assessment of materiality is as follows. 
 

 Method of calculation % 
Materiality 

£ 
Triviality 

£ 

Durham Aged Mineworker’s Homes 
Association 

2% of turnover 211,880 10,594 

 
 

CORRECTED MISSTATEMENTS 
There were minor disclosure changes relating to loan ageing and Note 25 (related party transactions), which were 
subsequently corrected. 
 
Other than this, one non-trivial misstatement was identified relating to interest cancelled in error, overstating creditors by £107k 
and understating amortisation expenses by £107k, which was subsequently adjusted. 

 
UNCORRECTED MISSTATEMENTS 
There were uncorrected misstatements identified relating to responsive repairs invoices relating to 2024/25 which had not 

been accrued in the prior year totalling £41k.  

These were concluded to be immaterial individually and in aggregate to the results of the Association and have not been 

adjusted. 
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ACCOUNTING AND INTERNAL CONTROL 
SYSTEMS 
International Standards on Auditing (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. 
 
The audit considered internal controls relevant to the preparation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal 
control. 
 
Our audit work did not identify any significant deficiencies in internal controls. 
 
There were also no significant deficiencies in internal controls identified in the previous year’s audit. 
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Menzies LLP is a limited liability partnership registered in England and Wales with registered number No. OC336077. It 
is registered to carry on audit work in the UK; regulated for a range of investment business activities; and licensed to 
carry out the reserved legal activity of non-contentious probate in England and Wales by the Institute of Chartered 
Accountants in England and Wales. A list of the members of Menzies LLP is open to inspection at its registered office, 
4th Floor, 95 Gresham Street, London, EC2V 7AB.  
 
This document has been prepared as a guide and is for information purposes only. It is not intended as advice. No 
responsibility can be accepted by Menzies LLP for any loss from acting or refraining from acting as a result of any 
material in this publication. 
 
Our Privacy Notice and Standard Terms of Business are available at: 
www.menzies.co.uk/gdpr-data-protection-legal 
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