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Audit Completion Report

We are pleased to attach our Audit Completion Board Report for the year ended 31 August 2019. This report 
summarises issues that arose during the audit and the conclusions reached.

This report is intended solely for the information and use of the Board of Governors, the Academy’s management
and the Department for Education, in their monitoring role. It is not intended to be and should not be used by
anyone other than these specified parties.

This audit completion report meets the requirements of ISA 260 – ‘Communication with those charged with
governance’ and ISA 265 – ‘Communicating deficiencies in internal control’, since we are required to
communicate matters arising during the audit of the Academy Trust to you.

It also complies with the requirements on management letters as set out by the Education and Skills Funding
Agency in the Academies Accounts Direction 2018 to 2019.

Finally, we would like to take this opportunity of expressing our thanks to your staff for their assistance during the 
course of our audit.

Yours faithfully

Katie Skea
Director
Signed for and on behalf of Francis Clark LLP
E-mail: Katie.Skea@pkf-francisclark.co.uk

Katie Skea
Director

Katie.Skea@pkf-francisclark.co.uk 

Andrew Shaw
Manager

Andrew.Shaw@pkf-francisclark.co.uk
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1 AUDIT APPROACH

Scope of the audit and approach

The scope of our work, as set out in our engagement letter, is to 

provide an independent opinion as to whether the financial 

statements give a true and fair view, and whether they have been 

prepared in accordance with the Companies Act 2006 and the 

Academies Accounts Direction 2018 to 2019. We also provide a 

limited assurance report as Reporting Accountants in accordance 

with the regularity requirements of the Education and Skills 

Funding Agency (ESFA).

Our audit work is planned to provide the necessary level of 

assurance that the financial statements are free from material 

error, and to enable us to have a reasonable expectation of 

detecting material misstatements in the financial statements as a 

result of irregularities or fraud. However due to the inherent 

limitations of an audit, our work is not a comprehensive report 

covering all the systems and controls in place.

When planning our audit work, we assessed the inherent risk of a 

potential misstatement in the financial statements, as well as the 

control environment of the Academy Trust. We then used this 

assessment, together with our understanding of the Academy 

Trust and the environment in which it operates to develop an 

appropriate approach to the audit.

Based on our assessment, we identified the following areas as 

significant risks:

• Fraud in revenue recognition

• Management override of controls

• Regularity

Whilst our audit work was planned to cover all material areas of 

the financial statements, there was an increased focus in our 

audit testing on the significant risks set out above. 

Materiality

In carrying out our work, we apply the concept of materiality to 

evaluate the effect of unadjusted misstatements. Overall 

materiality was set at £135,877 for the year ended 31/08/2019.

In general, misstatements would be considered to be material if, 

individually or in aggregate, they would reasonably influence the 

decisions of those using the financial statements.

Materiality is a matter of professional judgement, and therefore 

different levels of materiality may be appropriate for different 

aspects of the financial statements. However we assessed the 

overall materiality for the audit by considering the income level of 

the Trust, together with other indicators such as the level of gross 

and net assets.
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1 STATUS REPORT

Status of audit fieldwork and expected auditors’ report

Our audit fieldwork is substantially complete, and subject to the 

outstanding matters detailed below we expect to issue an 

unqualified audit opinion and an unqualified limited assurance 

report:

Post balance sheet review

We are required to review events up to the date of signing our 

audit opinion. We will require confirmation that no significant 

events have occurred which would require restatement of or 

disclosure within the financial statements. As part of this we 

would also seek to review the most up to date management 

accounts / budget returns for the Trust and discuss these with 

you.

Letter of representation

A letter of representation signed on behalf of the Board of 

Directors and dated as the date of approval of the financial 

statements is required. All representations within this letter are 

standard and routine.

Key audit and accounting matters

We draw your attention to key audit and accounting matters which 

are explained more fully in section 2 of our report.

6

Adjustments to the financial statements

There were certain adjustments made to the accounts of the Trust 
during the course of the audit, and these are documented within 
section 3 of this report.

Unadjusted audit differences

During the course of our audit procedures we have identified one 

audit difference, which remains unadjusted.

A summary of this adjustment is provided in section 4 to this 

report. The impact of this adjustment, if made to the financial 

statements would be to increase the Trust’s deficit of £691k by 

£17k to a deficit of £708k. 

Internal control findings

Section 5 of our report summarises our findings in respect of 

internal financial controls.

We did not identify any deficiencies in internal control which we 

would consider to be material weaknesses, however other 

observations are discussed.

Overview of the audit

The audit process generally ran smoothly with all information 

provided being of a good quality and supplied on a timely basis.
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2 KEY AUDIT & ACCOUNTING MATTERS

8

The following pages outline the significant auditing issues and qualitative aspects of the Academy Trust’s accounting practices and
financial reporting that were noted during the course of our audit. In line with the Academies Accounts Direction these matters have been
categorised by level of importance/ risk as:

HIGH Areas where the risk of potential material misstatement in the financial statements is high.  This may reflect 

sector wide issues, the control environment of the Trust or transactions outside the normal course of 

business. 

MEDIUM Areas where the risk of potential material misstatement in the financial statements is moderate.  This may 

reflect sector wide issues, the control environment of the Trust or transactions outside the normal course of 

business. 

LOW Areas where the underlying significant risks are addressed by the control environment or other factors, 

reducing the risk of potential misstatement in the financial statements.
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2 KEY AUDIT & ACCOUNTING MATTERS

Approach to fraud LOW

Description of risk

ISA 240 requires the auditor to consider the risk of fraud 
due to (i) management override of controls and (ii) in 
relation to revenue recognition. This includes the risk that 
management may override controls or present revenue 
inappropriately in order to manipulate the financial 
statements.

How we addressed the risk

Our audit work in this area has included:

� Testing the appropriateness of journal entries made 
during the year, and in adjusting the management 
accounts to produce the final accounts; 

� Reviewing material provisions at the balance sheet date 
(if any) to ensure that they are included on a consistent 
basis with FRS102;

� Reviewing accounting estimates for potential biases;

� Review of accrued and deferred income at the year end 
date; and

� Reconciliation of all material grant income streams to 
funding remittances.

Conclusion

No material issues were noted in these areas. 

Going concern LOW

Description of risk

In approving the financial statements, it is the Trustees responsibility to consider 
whether the Trust is a going concern. This conclusion needs to extend to a period of 
at least 12 months from the date of approval of the accounts and consideration will 
include review of budget forecasts and cash flow projections. 

How we addressed the risk

Our audit work in this area has included:

� Reviewing the three year Budget Forecast Returns to assess financial viability;

� Reviewing the reasonableness of key assumptions applied in preparing the 
above projections and performance of sensitivity analysis thereon; and

� Discussion with management as to future plans and how financial viability will be 
maintained.

Conclusion

At the year end date, the Trust has unrestricted reserves of £415k (2018: £625k).  
This follows a year where exceptional expenditure has been incurred, (restructuring 
costs of £113k for example), which reflects cost saving measures that have been 
taken.  The benefit of these cuts is expected to be fully realised from 2020 onwards 
and surpluses are forecast for the next 3 years: £90k in 19/20, £170k in 20/21 and 
£151k in 21/22.  We note that the BFRs do assume that the Teachers Pension 
Employer Contribution Grant (‘TPECG’) will continue – and this has recently been 
confirmed by the government, adding further support to the financial position of the 
Trust.

From the testing performed, we concur that the going concern basis is appropriate.

We continue to recommend that the trustees carefully monitor the College’s financial 
position and performance together with developments in the sector and be proactive 
in addressing any issues before they eventuate.

(SIGNIFICANT 
AUDIT RISK)
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2 KEY AUDIT & ACCOUNTING MATTERS

(SIGNIFICANT 
AUDIT RISK)
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Regularity: MEDIUM

Description of risk

There is a risk that ‘public’ funds – in the form of grants and other restricted incomes are not used appropriately and/or for the purpose intended.

How we addressed the risk

Our procedures have focused on:

� Reviewing unrestricted income streams and ensuring that costs have been appropriately allocated to these funds;

� For all significant restricted income streams, the funding conditions have been reviewed and allocation of costs to these funds has been reviewed for 
reasonableness;

� Specific testing has been performed on areas carrying a higher regularity risk including credit card expenditure, expense claims, restructuring payments, 
transactions with connected parties, procurement etc; and

� Review of management responses in the ‘School resource management self-assessment tool’.

Conclusion 

No material issues have been found in relation to regularity and so no exceptions will be reported in our opinion.  

We draw your attention to the following matter however:

There was an incident during the year where an employee was dismissed for gross misconduct. Following this, the dismissed employee contested the 
dismissal through ACAS.  Through a solicitor acting for the College, an agreement was reached with ACAS which required the College to rescind the gross 
misconduct allegation and pay the dismissed employee ‘notice’ to an agreed employment termination date.  The net payment was agreed as £19,969.93 with 
a further £30.10 added to bring the total payment to £20k.  Adding oncosts means that the total cost to the college was £35k.

Had the employee been paid their regular wage for this period, the cost would have been c.£19k. 

The College sought legal advice both before the dismissal and during the hearing and so followed proper process.  

We recommend that the College should continue to handle employment terminations very carefully, seeking legal advice as appropriate, to mitigate the risk 
of any similar costs in the future. 
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2 KEY AUDIT & ACCOUNTING MATTERS
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Capital funding owed to ESFA: MEDIUM

Description of issue

There had been £53k included in creditors for many years that 

related to historic underspends on capital projects which were 

funded by the ESFA. The first amount is for £37k from the 

ACMF to replace flat roofs on the Bell building. This was notified 

to the ESFA in 2014 - however the amount has never been 

reclaimed. In addition, there was an underspend of £74k on 

the Robartes roof project. Permission was given to use this 

surplus to fund further capital projects – but a residual 

underspend of £16k still existed.

Conclusion 

Due to the time that has elapsed without recourse, management 

have decided to release these balances to the SOFA during the 

current year.  The income has been recognised as ‘donations and 

capital grants.’ 

Local Government Pension Scheme (‘LGPS’) liability: MEDIUM

Description of risk

The projected net liability for the LGPS is included on the balance 

sheet of the Trust and represents a significant balance that is 

calculated by the actuary, based on a number of assumptions. There 

is a risk that the actuarial assumptions are inaccurate which could 

lead to a material misstatement of the liability.

How we addressed the risk

Our procedures have focused on:

� Checking the accurate recording of the pension liability in the 

financial statements;

� Review of the reasonableness and consistency (with other Trusts) 

of the actuarial assumptions and

� Understanding the high level movement in the liability.

Conclusion 

The assumptions used by the actuary have been compared and 

agreed as consistent with other Academy Trusts in the area. Further, 

we have confirmed that the expected compensation payments 

following the McCloud judgement ruling have been recognised by the 

actuary and we have checked that Guaranteed Minimum Pension 

(‘GMP’) liabilities have also been considered by the actuary.

The movement in the pension liability is a £770k increase and  this is 

mainly explained by the discount rate decreasing from 2.8% to 1.8%.



PKF Francis Clark | Private & Confidential

2 KEY AUDIT & ACCOUNTING MATTERS
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Use of Data Analytics (‘DA’): LOW

Description of risk

DA is a new, innovative approach to audit testing which focuses 
on testing whole sets of data through use of computer software 
rather than limited sample tests. DA seeks to identify anomalies in 
the data sets upon which further testing can be performed. DA is 
particularly strong at helping to identify any potential fraud.

We have used DA in the following areas of testing at the Trust:

• Journal testing – checking for round number journals, 
journals posted by unauthorised/ irregular personnel, 
journals posted at unusual times

Conclusion 

No issues were identified.
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3 ADJUSTMENTS POSTED TO THE FINANCIAL STATEMENTS

Below is a summary of the adjustments posted during the audit that impact the Statement of Financial Activity (‘SOFA’) and have been 

reflected in the draft financial statements.

Effect on profit after tax £’000

Surplus / deficit per client TB (110)

Accrued CIF income adjustment 171

Severance pay creditor adjustment (35)

Release old ESFA balances to the SOFA 53

FRS 102 Pension movements – past service cost (7)

FRS 102 Pension movements – current service cost (359)

FRS 102 Pension movements - contributions 244

FRS 102 Pension movements – net finance charge (43)

FRS 102 Pension movements – Actuarial loss on defined benefit pension scheme (605)

Surplus / (deficit) per final accounts (691)

14
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4 UNADJUSTED AUDIT DIFFERENCES

In the normal course of any audit, we identify differences between amounts we believe should be recorded in the financial statements and 
amounts actually recorded. These may be specific errors (a single error on a financial statement balance), extrapolated (a statistical 
projection of known errors in a sample), or judgmental differences relating to accounting estimates (e.g. provisions) and facts or 
circumstances that are uncertain or open to interpretation.

Our audit identified the following differences which have not been made on the basis that the Trustees do not consider them to be material to 
the financial statements, whether considered individually or in aggregate.

We have included all known amounts greater than triviality in our summary of audit differences.

16

Effect on deficit

£

Deficit per statutory accounts (691)

Additional pension contribution re redundancy (17)

Deficit taking into account unadjusted errors (708)
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5 INTERNAL CONTROL FINDINGS

Scope of work

As part of our audit of the financial statements, we obtained an 

understanding of internal control sufficient to plan our audit and 

determine the nature, timing and extent of testing performed. 

We are required to communicate to you in writing significant 

deficiencies in the design or operation of accounting and internal 

control systems which were identified during the course of our 

audit and which we consider are of sufficient importance to merit 

reporting to you.

Significant deficiencies in internal control

We did not become aware of any significant deficiencies in 

internal control during the audit which we would consider to be 

material weaknesses. 

Other control findings

In performing our audit procedures we identified other 

observations which we hope you find useful. These matters are 

summarised in the following pages.

Priority Key

High: Issues that should be addressed immediately due to a 

risk of significant financial impact or where they refer to key 

or contentious regularity matters. 

Medium: Issues that should be addressed as a matter of 

urgency due to a risk of moderate financial impact or where 

they refer to important regularity matters. 

Low: Issues that relate to minor control deficiencies or 

enhancements in control efficiency. These should be 

addressed within an agreed timescale.

18
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5 INTERNAL CONTROL FINDINGS
Other internal control findings

Deficiency / observation Priority Suggested improvement and benefit Management response

No cash flow information was 

included in monthly 

management accounts during 

the year. 

We recommend preparing cash flow 

statements as part of the monthly management 

accounts to help monitor the financial 

performance of the College.  This will also 
ensure compliance with the Academies 

Financial Handbook which lists this 

requirement as a ‘must.’

Providing cash information as part of 

monthly reporting was trialled by the 

College however this was not fully 

implemented. The College is currently 
looking to introduce a new financial 

system where cash flow information 

will be included in the monthly 

reporting packs. In the meantime the 

college will issue monthly reports from 
the current system as per the trial.

19
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5 INTERNAL CONTROL FINDINGS

Update on prior year matters

Deficiency / observation Priority
Suggested improvement and 

benefit
Current year comment

It was noted that there were 2

employees appointed as Trustees of 

the trust. Whilst this is in line with the 

requirement that no more than one 

third of the board can be employees 

DfE’s strong preference is that other 

than the CEO or Principal no other 

employees are to serve as Trustees in 

order to retain clear lines of 

accountability through the Trust’s 

single senior executive leader.

We recommended that the Trust 

should consider Trustee 

appointments in light of the most 

recent guidance in the Governance 

handbook for academies, multi-

academy trusts and maintained 

schools. 

As at year end there is still one staff 

governor appointed. While this point is 

still valid from a best practise 

perspective, the Board structure, 
including the staff member is deemed 

to be adequate.

It was noted that 2 out of the 3 

members are also governors. The 

ESFA’s view is that ‘there should be a 

significant degree of separation 

between the individual’s who are 

members and those who are trustees.’

We recommended that the Trust 

should consider member 

appointments in light of the most 

recent guidance in the Governance 

handbook for academies, multi-

academy trusts and maintained 

schools. 

During the year, 2 out of the 3 members 

were also Trustees.  The Trust has 

considered this point in the past and 

deemed that their structure and 
member/trustee separation is adequate 

for the size of their organisation.

Further, we understand that the Trust 

has appointed a fourth independent 

member since the year end.

20
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5 INTERNAL CONTROL FINDINGS

Update on prior year matters

Deficiency / observation Priority
Suggested improvement and 

benefit
Current year comment

We noted that the annual letters to 

Trust’s Accounting Officers from the 

ESFA’s accounting officer regarding 

accountability was not distributed and 

discussed at a board level. This is a 

requirement per the Academies 

Financial Handbook 2017 1.5.5. We 

understand the Trust will be 

circulating the annual letters to the 

Board going forward.

In order to follow the requirements of 

the AFH, we recommend that annual 

letters are circulated to the Board 

going forward.

Confirmed that the letter was discussed 

at board level during the current year.

We note that there are bursary funds, 

mainly relating to previous years, 

included within creditors at the 

balance sheet date.

We recommend that bursary funds 

should be disbursed appropriately and 

as intended on a timely basis.

As at year end there is a minimal 

amount of unspent funds included in 

creditors.

21
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6 APPENDIX A: INDEPENDENCE REPORT
We are required to comply with both ISA (UK) 260 

“Communication of audit matters to those charged with 

governance”, as well as the revised Ethical Standard 2016 (June 

2016) as issued by the FRC. In addition we communicate any 

matters or relationships which we believe may have an bearing 

on our independence or the objectivity of our audit team.

We have policies and procedures in place which are designed to 

ensure that we carry out our work with integrity, objectivity and 

independence. These policies include:

� On an annual basis all partners and staff are required to 

complete an annual independence declaration;

� Our trainee staff undertake an ethics training programme as 

part of their ACA qualification;

� Non audit services provided to audit clients are subject to 

approval before being undertaken. Such requests are made 

through an online portal which is sent directly to the 

engagement partner.

We have listed below what are considered to be the principal 

threats to the firm’s objectivity and independence in carrying out 

the audit, along with the safeguards that are going to be 

implemented to mitigate any such threats. We have also included 

reasons as to why these safeguards are considered to be 

effective.

Principal threats

Provision of non-audit services to the Trust during the year as follows:

� Preparation of statutory accounts.

� Assistance in preparing the BFR/BFRO.

� General accounting assistance.

� Audit of the End of Year Certificate (‘EOYC’) for the Teachers’ 
Pension Scheme.

� Preparation of Academy Accounts Return (‘AAR’).

� Preparation of an Integrated Curriculum Financial Planning 
(‘ICFP’) report.

Safeguards

� Steve Greagsby is deemed to be informed management.

� Internal and external quality control procedures.

� Evaluation of materiality – the other services provided are not 

significant in value when compared to the audit fee.

� Profit reconciliation provided – with all decisions undertaken by 

management

Conclusion

We are not aware of any relationships between PKF Francis Clark 

and the Trust that, in our professional judgment, may reasonably be 

thought to bear on our independence or the objectivity of the audit 

engagement team. 

We are satisfied that we have adequately mitigated the principal 

threats on our independence arising from non-audit services.

We confirm that we have complied with the FRC Ethical Standard, 

and in our professional judgment, the firm is independent and the 

objectivity of the audit engagement principal and audit staff has not 

been compromised. 23
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6 APPENDIX B: FINANCIAL HIGHLIGHTS

Brief commentary on movement in 

funds

GAG funding showed an overall overspend 

in the year of £218k. This was covered by a 

transfer from the unrestricted funds. 

There was £68k of unspent restricted funds 

at the year end date which is mainly unspent 

growth funding.

DfE/ESFA capital grants had a closing 

balance of £245k, this is due to ongoing 

planned works on fire safety and other 

projects.  Extra DFC funding of £82k was 

also received in the year, £40k of which was 

spent during the year and the remaining 

£42k has been budgeted to be spent next 

year.

24

Financial overview - year ended 31 August 2019

Opening 

balance Income Expenditure

Gains and 

losses

Closing 

balance

£000 £000 £000 £000 £000

Restricted general funds

GAG - 7,763 (7,981) 218 -

LA and other restricted grants 27 285 (244) - 68

Other DfE/EFA revenue grants - 351 (350) - -

Other non grant income 4 251 (251) - 4

31 8,650 (8,826) 218 72

Unrestricted funds

Opening balance unrestricted 625 - - - -

Catering income - 144 (143) - -

Lettings income - 6 - (24) -

Uniform income - 4 (2) (2) -

Interest receivable - 3 - - -

Other unrestricted income - 138 (126) (208) -

Closing balance unrestricted

625 295 (271) (234) 415

Restricted fixed asset funds

Assets purchased since conversion 4,281 - (575) 769 4,475

Assets transferred from LA 12,492 - - 12,492

DfE/ESFA capital grants 192 806 - (753) 245

16,965 806 (575) 16 17,212

Total funds excluding pension liability 17,621 9,751 (9,672) - 17,699
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6 APPENDIX B: FINANCIAL HIGHLIGHTS

Commentary

• The increase of £409k in donations and 

capital grants is due to increased capital 

funding in the year. This relates to CIF 

funding (for the fire safety improvement 

works) plus funding for new boilers.  This 

balance also includes £53k of income that 

had been held in creditors for a number of 

years that has been released this year.

• The main reason Funding for educational 

operations has decreased is due to a £267k 

decrease in GAG funding which is directly in 

line with the lower pupil figures in 18/19 

compared to 17/18. The rest of the income 

also follows a similar trend.

• Expenditure on educational operations has 

reduced.  This is mainly due to an 

exceptional loss on disposal included in the 

prior year of £166k together with a decrease 

in staff costs reflecting the reduced head 

count.  There was a significant amount of 

restructuring undertaken in the 2019 year 

and the full benefit of this will be realised in 

2020 and beyond.

25

Profit and loss Aug-19 Aug-18 Movement

£'000 £'000 £'000

Income

Donations and capital grants 819 410 409

Funding for educational operations 8,857 9,231 (374)

Trading 72 38 34

Investments 3 2 1

9,751 9,681

Expenses

Raising funds 14 19 (5)

Educational operations 9,823 10,097 (274)

9,837 10,116

Net income / (expenditure) (86) (435)
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6 

Balance Sheet Aug 19 Aug 18 Movement

£'000 £'000 £'000

Fixed assets 16,974 16,773 201

Current assets

Stocks 2 1 1

Debtors 310 147 163

Cash 1,089 1,396 (307)

Current liabilities

Trade creditors 47 101 (54)

Social security and other taxes 128 132 (4)

Accruals and deferred income 308 205 103

Other creditors 169 257 (88)

Defined benefit pension liability 2,254 1,484 770

Net assets 15,445 16,136 (691)

APPENDIX B: FINANCIAL HIGHLIGHTS

Commentary

• Fixed assets have increased £201k due to 

£769k of additions. The major additions were 

£387k spent on new fire safety precautions and 

£203k spent on installation of a new boiler. The 

additions have been offset by £575k of 

depreciation.

• The increase in debtors is largely due to a rise 

in accrued income which relates to the 

government CIF funding receivable for new fire 

safety works which was completed in the year.

• The decrease seen in cash mainly reflects the 

deficit result for the year.

• Trade creditors have decreased which is 

largely due to the timing of payments at the 

year end. 

• The main cause for the increase in accruals 

and deferred income is due to £109k of 

accruals in relation to the fire safety works.

• £50k of other creditors related to old ESFA 

balances have been written off to the SOFA 

during the year, hence the decrease in other 

creditors seen.

26
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6 APPENDIX C: TOPICAL REGULATORY CHANGES

Academies Financial Handbook 2019

From 1 September 2019, the new Academies Financial 

Handbook 2019 came into effect. Full detail of the changes can 

be found at: 

https://assets.publishing.service.gov.uk/media/5d035c0eed915d0

a80fe0665/Academies_Financial_Handbook_2019.pdf but a 

summary of the changes is as follows:

• Clarification on the role of the audit committee (or equivalent 

committee) in relation to internal scrutiny including a directive 

that the annual programme of work must be informed from 

review of the risk register as well as focus on key financial 

controls.

• Mandating a risk register.

• A new requirement to send an annual internal scrutiny report 

to the ESFA (with the accounts and auditor’s management 

letter) by 31/12.

• Updated guidance on the role of Trustees and the value of the 

clerk to the Board.

• Stipulated further information to be included on GIAS (‘Get 

Information About Schools’).

• Stipulated that monthly management accounts must be 

produced which must include: an income and expenditure 

account, variation to budget report, cashflows and a balance 

sheet.

• Clarified requirements in relation to relation party transaction 
reporting and also clarified that any ‘novel, contentious or 
repercussive’ RP transactions must be reported to the ESFA 
through a different medium and advance approval sought 
regardless of the value.

• Expanded requirements in relation to whistleblowing – with more 
responsibility to be taken by Trustees.

• Clarified that the Board are responsible for setting executive pay 
and benefits and should consider the wider commercial interests 
of executives and pay thereto.

• Confirmation that the ESFA’s expectation is that all senior 
employees should be exclusively paid through payroll with PAYE 
and NI deductions made thereon.

• Emphasised that audited accounts must be provided to all 
members.

• A reminder of the delegated authority limits, (AFH19 5.1), beyond 
which prior ESFA approval is required. 

• A requirement for Trusts under a Financial Notice to Improve 
(‘FNtI’) to publish this fact on their website and a reminder of the 
delegated authorities that are revoked when a Trust is in this 
position.

• Highlighting that the Secretary of State can intervene when there 
are concerns over an individual managing a Trust – which 
includes the right to elevate concerns to the Insolvency Service.

• Various links to further information.
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6 APPENDIX C: TOPICAL REGULATORY CHANGES

Section 172 statements in strategic reports

The Companies (Miscellaneous Reporting) Regulations 2018 have 

come into force for accounting periods commencing on or after 1 

January 2019. These regulations bring in a number of changes, with 

one of the main reforms being made in relation to the strategic report 

of large organisations. This is expected to affect (large) academy 

accounts for the year ending 31 August 2020.

While the AAD for 2020 will likely clarify the additional disclosure 

required, we anticipate that a statement explaining how the directors 

have complied with their duties under section 172(1) to act in the way 

they consider, in good faith, to be most likely to promote the success 

of the Trust for the benefit of its members as a whole (a “section 172 

statement”).  The statement must explain how the directors reflected 

this duty, and the factors listed in paragraphs a-f of s172, in making 

strategic decisions during the year.

Large Trusts are also required to explain in their directors’ reports 

how they have engaged with suppliers, customers and other business 

relationship and the impact this engagement has had on the principal 

business decisions taken during the year.

Organisations with more than 250 employees are required to include 

a statement as part of their directors’ report summarising how the 

directors have engaged with employees, how they have had regard to 

employee interests and the effect of that regard, and the principal 

decisions taken by the organisation in the financial year.

The new requirements do not apply to medium sized or small 
companies. The large company thresholds two out of three of the 
following:

� income exceeding £36m;

� total assets exceeding £18m; and

� more than 250 employees.

Carbon Energy Reporting requirements

Entirely new narrative reporting requirements have come into force 
for periods beginning on or after 1 April 2019. These require large 
companies and large LLPs (thresholds as shown above) to include in 
their annual accounts a report on their greenhouse gas emissions, 
energy consumption and actions to improve energy efficiency.

For large organisations the additional information will be presented in 
the directors’ report. For large LLPs a separate report will be 
required.

The report is required to include the following details:

• UK energy use, to include as a minimum purchased electricity, 
gas and transport

• Associated carbon emissions in CO2

• At least one “intensity ratio” comparing energy usage with a 
business metric such as turnover or staff numbers

• Information about energy efficiency measures undertaken during 
the year

Comparative information is not required in the first year of application.
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