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Welcome

Autumn 2020 Education Newsletter
Welcome to Alliotts’ Autumn 2020 Education Newsletter.
The last six months have been challenging for us all and we are still coming to terms with this altered life
and the new ways of doing things.
In this issue we’ve dedicated several pages to the impact of the pandemic on processes, procedures and
compliance matters within the education sector. We are currently helping clients adapt to the changes and
advising them on the introduction of new measures, particularly in compliance.
Alliotts education team is made up of experienced professionals offering a full range of services to the
education sector whether an Academy, College, University, or Independent School. The core team
includes three partners and 25 specialist staff delivering audit, accounts and advisory services. Our specialist
payroll and HR teams also provide services and advice to the education sector.
If you have any questions about on any topic we cover here, or any related matter, please contact us.
With best wishes
Chris Mantel
Partner and Education Sector Specialist
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General update for colleges and academies
ESFA reporting deadline
In response to the impact of the COVID 19
pandemic the ESFA have extended the reporting
deadline to Academies and Colleges from 31
December 2020 to 31 January 2021.
This follows earlier notification from the Office for
Students that had extended the deadline by two
months. You may well ask
‘Does this change impacts my organisation?’
This additional time is unlikely to impact
many audit arrangements or scheduled board
meetings since resources have already been
committed and diaries of governors/trustees set.
To re-arrange matters to take advantage of this
extension is not likely to be practical.
However, where an organisation has concerns
over cash flows or bank confirmations supporting
the going concern assumption this additional
time could be critical and the decision most
welcome.
That said, it should be noted that financial
statements audits completed remotely is taking
longer. This is the general experience of the audit
profession. Undertaking audit work remotely
relies on much more staff resource and not just
from an audit perspective.
Historically academies and colleges could
simply arrange a room for the audit team,
provide all the necessary records, tea/coffee,
the occasional biscuit and the finance team
would expect to be rid of the auditors within a
manageable period with limited disruption. A
tried and tested system!

The pandemic and remote working does not
follow the same pattern no matter how well
an organisation and finance team is prepared.
Evidence to date supports that the time input
from the finance team is significantly higher
and related disruption that much greater. The
meaning of ‘the auditors are in and so I cannot do
anything else’ is proving to be more accurate in
these troubled times.
More time is being taken in calls, Microsoft
Teams meetings, Zoom calls and any number of
different variants simply co-ordinating meetings
with colleagues, responding to queries and
providing evidence.
In the old world many queries would be resolved
with an auditor simply walking along the corridor
or across campus to chat with a group of your
colleagues.
In the new world this group discussion or
department meeting will involve numerous calls
to the various individuals with additional follow
up calls to resolve queries or misunderstandings
along with the additional time required by the
finance team to set the meetings up in the first
place.
Therefore, whilst organisations can expect
existing timetables to be met trustees and
governors need to appreciate the additional
burden COVID has placed on the respective
finance teams this year.
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General update for colleges and academies
Remote Working - Cyber security
Password protection
1. Make sure you switch on password protection
With our homes now becoming our new offices
cyber security becomes even more important.
Staff need to appreciate that whilst home
working can offer a better work life balance it
also presents criminals an increased opportunity
for fraud.
Everyone is familiar with the critical protection
offered by individual passwords that are an
effective way to control access to your data, the
device you store it on and the on-line services
you use.
However, 21st century criminals are familiar
working within the cyber universe to break the
first barrier, your data. They will use the most
common passwords to try and access your
accounts, or use information from social media
profiles to guess them. If successful, they will use
this same password to attempt to access your
other accounts.

Set a screen lock password, PIN or other
authentication method. This is not just for your
smart phones as computer equipment should
have an encryption product built in that needs to
be turned on and configured.
2. Use two-factor authentication process
If possible use a two-factor authentication (2FA)
as it adds a large amount of security for not
much extra effort. 2FA requires two different
methods to ‘prove’ your identity before you can
use a service, generally a password plus one
other method. This could be a code that’s sent
to your smart phone (or a code that’s generated
from a bank’s card reader) that you must enter in
addition to your password.
3. Avoid using predictable passwords

Criminals also try and trick people into revealing
their passwords by creating fake ‘phishing’
emails that link to dodgy websites, or by using
persuasive techniques through social media.
Even if you look after your passwords, they can
still be stolen if an organisation containing your
details suffers a data breach.
Criminals will use these stolen customer details
(such as user names and passwords) to try and
access other systems.
As a reminder of good practice the National
Cyber Security Centre have highlighted the
following five things to keep in mind when using
passwords:

If you are in charge of IT policies within your
organisation, make sure staff are given actionable
information on setting passwords that is easy for
them to understand.
Passwords should be easy to remember, but
hard for somebody else to guess. Staff should
also avoid using the most common passwords
such as ‘password’, ‘123456’, ‘qwerty’ or using
your favourite football team or partners date of
birth, etc.
Remember that your IT systems should not
require staff to share accounts or passwords to
get their job done. Make sure that every user
has personal access to the right systems, and
that the level of access given is always the
lowest needed to do their job, whilst minimising
unnecessary exposure to systems they don’t
need access to.
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General update for colleges and academies
Remote Working - Cyber security
4. Password overload

5. Change all default passwords

Remember, your staff will have dozens of nonwork related passwords to remember as well,
so only enforce password access to a service if
you really need to. Where you do use passwords
to access a service, do not enforce regular
password changes. Passwords really only need
to be changed when you suspect a compromise
of the login credentials.

One of the most common mistakes is not
changing the manufacturers’ default passwords
that smart phones, laptops, and other types of
equipment are issued with.

You should also provide secure storage so
staff can write down passwords for important
accounts (such as email and banking), and keep
them safe (but not with the device itself). Staff
will forget passwords, so make sure they can
reset their own passwords easily.
Consider using password managers, which are
tools that can create and store passwords for you
that you access via a ‘master’ password. Since
the master password is protecting all of your
other passwords, make sure it’s a strong one, for
example by using three random words.

Change all default passwords before devices
are distributed to staff. You should also regularly
check devices (and software) specifically to
detect unchanged default passwords.
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General update for colleges and academies
The UK transition
The UK has left the EU
The UK has left the EU, and the transition period
after Brexit comes to an end on 31 December
2020.
Negotiations continue between the UK and
Europe over a free trade deal. However, all
institutions and businesses need to take action
now to prepare for the post-Brexit world.

Impact for 2019/20
It is not possible at this time for organisations to
be fully prepared for all changes.
However, when considering going concern when
finalising the 2019/20 financial statements these
factors need to be built into supporting cash
flows and business plans.

Whilst specifics remain limited the ESFA have
issued a ‘checker tool’ to identify the specific
steps you need to take to be better prepared for
1 January 2021.

Simply ignoring the risks associated with Brexit
because it is outside the 12 month going concern
measure is no longer an option.

This checker is an effective tool that pulls
together appropriate guidance for both business
and personal circumstances.

Governors/Trustees may also wish to expand
this risk when within the financial statements
when compared to previous years.

Further details can be found at:
https://www.gov.uk/transition
It is almost here
Regulations are changing, many of the freedoms
that we have become used to may change.
Although still available additional processes are
expected to be put in place.
For example:
•

EEA students previously able to access public
funds, are now regarded as overseas and
therefore do they fall within an organisations
Tier 4 licence?

•

Recruitment of EEA staff previously free to
move between member EEA states now
requiring visa’s or sponsorships under Tier 2 or
5 licence

•

Travel visa’s for educational visits/trips, border
controls, medical insurance, etc;

•

Storage and exchange of personal data.
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Covid-19
Auditing under Covid 19
Auditors along with all other organisations have
had to reconsider working practices and how to
audit organisations remotely.
Whilst auditors like to look into the ‘whites of
your eyes’ when asking difficult questions it
just does not have the same impact through a
computer screen!

•

The auditor’s assessment of going concern
and the prospects of an audited organisation,
given that uncertainty about the global
economy and the immediate outlook for
many organisations has increased;

•

The adequacy of disclosures made by
management about the impact on the
organisation of COVID-19, so that users of the
financial statements are properly informed,
and the organisation’s prospects and how
they might be affected are described,
recognising the high degree of uncertainty;
and

•

The need for the auditor to reassess key
aspects of their audit as a result of the fastchanging situation, recognising that this
assessment will take place right up to the
point of signing the auditor’s report, and may
need the provision of further evidence

Reviewing systems, obtaining appropriate
evidence and challenging management has
meant auditors have had to re-assess how they
obtain the necessary assurance that financial
statements are free from material error.
Therefore, in this period auditors need to
consider the impact of COVID-19 on:
The auditor’s risk assessment, and whether it
needs to be revised;
•

How the auditor gathers sufficient,
appropriate audit evidence, recognising
that the planned audit approach may need
to change, and alternative procedures
developed, particularly in group audit
engagements. The auditor must be able to
gather the necessary evidence to be able
to report or consider modifying their audit
opinion;
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Covid-19
Auditing under Covid 19
Auditors will also need to engage with
organisations they audit to ensure that:
•

•

The auditor sets clear expectations as to
the level of disclosure they expect to see in
annual reports to communicate the impact
and risk of COVID-19 on the organisation; and
Organisations, and in particular their audit
committees, understand it is vital that
auditors have sufficient time and support
to carry out their work to an appropriate
standard, including reassessing work done
to reflect changed circumstances – in
some cases, this may need organisations to
reconsider their reporting deadlines. Where
auditors are unable to obtain sufficient,
appropriate audit evidence to support their
audit, they will need to consider necessary
modifications to their audit opinion.

It should be noted that the scope of the
financial statements audit and the regularity
audit have not changed due to the impact of
COVID 19.
In respect of the regularity audit the ESFA have
confirmed in its supplementary guidance that
they are not seeking any additional assurance
from reporting accountants.

Should matters be identified then the auditor
will take account of a range of mitigating factors
when determining the implications for reporting.
These may include:
Capacity: To what extent were the governance
and control arrangements. Staffing levels
and operations affected by COVID 19? Were
alternative arrangements considered, was
there anything to suggest the approach taken
was not reasonable and practical under the
circumstances?
Proactivity: At what point was the issue identified
and was third party guidance sought?
Reaction: Was retrospective or redressive action
taken, if appropriate?
Evidence: Has an audit trail of documentation
been retained that demonstrates the decision
making process and rationale behind the actions
taken?
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Covid-19
Board Assurance
Board Assurance
Due to the impact of the pandemic boards
have had to adjust its procedures to reflect
the realities of remote working and absences,
holding board meetings by telephone or video
and reviewing schemes of delegation to ensure
decisions can be made appropriately.
In relation to the internal scrutiny requirements,
whilst in-person review visits to organisations
would be inappropriate at present, it is at boards’
discretion whether remote checks are feasible
and helpful in managing risk during school/
college closures.
Looking further forward, audit committees may
find that the current unique circumstances can
help shape their plans for internal scrutiny and
crisis management in the future.
The financial statements require Trust/
Corporations to make clear statements over
governance, risk and regularity. What support
is available to members to allow them to make
these statements especially if the planned
internal scrutiny/audit work has not been
completed?
How has assurance been gained? Can value for
money be demonstrated from decisions taken?
Are existing safeguards operational during these
unprecedented times?

There is an inherent expectation from the ESFA
that board assurance has been retained through
these difficult times with organisations continuing
to apply existing procedures although delivered
in a slightly different way.
Is this a fair assumption?
Boards may be working differently but the order
of business and legal responsibilities have not
changed.
If your internal audit function has not been able
to complete all assignments what impact has
this had on your annual assurance framework
and has alternative work been completed to
take account of any shortcoming in the planned
scrutiny?
The same level of scrutiny is required and
systems need to evolve as working practices
change. Therefore, documentation becomes
more important to be able to demonstrate due
process and challenge has been discharged as
well as providing context to decisions.
In an uncertain world you are not expected to
have a crystal ball and know all the answers.
However, you are expected to use your collective
skills as a board to make measured decisions
that are backed up by facts.
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Covid-19
16-19 Tuition Fund
16-19 Tuition Fund
This is a £96m one-off funding for the 2020 to
2021 academic year only. It is ring fenced funding
for schools, colleges and all other 16 to 19
providers to mitigate the disruption to learning
arising from coronavirus (COVID-19).
The funding is being provided to support small
group tuition for 16 to 19 students in English,
maths, and other courses where learning has
been disrupted. For example, vocational courses
where assessment has been deferred because
of lockdown.

Assurance
Providers will need to ensure the funding
allocation is used in accordance with the
purposes detailed in this guidance.
The ESFA will run spot-checks of a sample of
providers as part of the compliance process for
this funding. Institutions must be able to identify
the students supported, and evidence the
delivery of provision to the students. In line with
usual practice, institutions must retain original
documents including, for example, attendance
records, enrolment records and learning
agreements.

Although the actual tuition does not need to
be for GCSE English or maths, the students
supported all need to be those who had not
achieved grade 4 or above in at least one
of those subjects at this level by age 16. All
supported students must be on a 16 to 19 study
programme.

The ESFA will look to recover funds where there
is no delivery or where they identify that the
institution is not able to demonstrate at spot
checks, or audit how the delivery meets the
purposes set out in this guidance.

Providers should prioritise students that will
benefit most from small group tuition, based on
the criteria above.

This fund may be expected to be included
within the 2020/21 regularity audit. Therefore,
whilst funds are unlikely to be material to each
institution it is essential that appropriate records
are maintained.

The funding should be used to support
the tuition activity above and beyond the
programmes of education already planned for
2020 to 2021.
Resourcing could be through paying for more
hours from existing staff, hiring new staff, or
buying in a service from a third party provider.
Whilst providers will need to make their own
decisions on the best approach and to explain
that as part of their published statement, the
ESFA does not expect groups supported from
the fund to exceed five students.
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Covid-19
Coronavirus Job Retention Scheme
for Furloughed Staff (CJRS)
The CJRS
The scheme ensures furloughed staff receive up
to 80% of their usual monthly wage costs, up to
£2,500 a month, plus the associated Employer
National Insurance contribution and minimum
automatic enrolment employer pension
contribution on that wage.
Education institutions are able to participate in
this scheme where staff are place on furlough or
flexible furlough because of COVID – 19.
However, since academies and colleges
are effectively publicly funded there is an
expectation that any claim made is an exception
rather than applicable to all staff.
The ESFA recognise that many providers rely
on funding from a mix of public sources and
other income streams such as fees, employer
contributions and commercial income. Where
public income has reduced or non-public
income has ceased or reduced, it may be
appropriate for providers to seek support from
the CJRS to furlough staff.

Providers should only furlough employees if
they meet the following conditions:
•

the employee works in an area of business
where services are temporarily not required
and whose salary is not covered by public
funding

•

the employee would otherwise be made
redundant or laid off

•

the employee is not involved in delivering
provision that has already been funded

•

the employee is not required to deliver
provision for an attending student

•

the grant from CJRS would not duplicate
other public grants received and would not
lead to financial reserves being created.

If it is difficult to distinguish whether staff are
funded through continuing public funding, for
the purposes of meeting the first 3 conditions
listed above, then the total proportion of
teaching and non-teaching staff that are retained
should, as a minimum, be equivalent to the
continuing public income, as a proportion of all
income that the provider usually receives.
For example, if the only source of public funding
is through a grant, and non-grant income makes
up 25% of total income, then this should be the
total maximum proportion of staff
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Covid-19
Accounting treatment
COVID 19 Accounting Treatment
Specific funding may have been received from
the government to provide financial support
whilst COVID-19 is ongoing such as:
•

COVID-19: Financial support for education,
early years and children’s social care

•

ESFA post-16 provider relief schemes

•

16-19 funding: free meals in FE funded
institutions 2019/20

•

Coronavirus Job Retention Scheme
Whilst the basic accounting principles for
recognising income and expenditure apply to
these transactions, additional disclosures are
required within the financial statements for
corporations in receipt of this funding.
The additional disclosures required are designed
to assist the reader of the accounts better
understand the impact of the pandemic on
the institution and the additional non-recurring
support provided.
Reference should also be included within the
Governors / Trustees report.
Specific disclosure guidance is included within
the respective sector accounts direction issued
by the ESFA.
Governors/Trustees must also consider the
regularity impact of making additional COVID-19
specific funding claims to ensure there are no
unintended consequences such as double
funding, excessive claims, etc.
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Covid-19
Charity SORP advice on financial reporting of COVID-19
Charity SORP advice on financial reporting of
COVID 19
The Charities SORP Committee has issued
advice on the financial reporting implications
that may arise from the measures being put in
place to contain the impact of the COVID-19
virus. The advice does not amend the SORP,
is advisory in nature and aims to assist the
preparers, auditors and examiners of accounts.
It is relevant to academy trusts as charitable
companies as well as colleges as exempt
charities.
The advice states that trustees will need to
consider the impact on the financial statements
as a result of the changing activities of the
charity itself. Trustees will also be aware that
it will be important to provide users of the
accounts with information about the material
decisions they have had to take on judgements
and uncertainties.

•

How the outbreak of the virus has affected
staff, volunteers and beneficiaries (such as
the charity’s pupils) and the implications for
the charity’s operations and activities for the
coming year

•

How the financial and operational effects of
the virus and the control measures relating
to the virus affected the principal risks and
uncertainties facing the charity during the
reporting period

•

Give consideration whether there are any
implications for any existing or potential
defined benefit pension liability and
investments the charity holds

•

Consider any impact on the charity’s reserves
policy, level of reserves and any change to
funds set aside for future commitments

•

Consider the likely impact of the virus control
measures and potential duration of the control
measures on the future aims and activities of
the charity

•

The impact of the virus-related control
measures on any wider network of which
the charity is a part and how this affects the
charity’s operations

The following list is based on the advice and
covers areas trustees/governors may wish to
consider when preparing their report.
•

In reporting the main achievements of the
charity explaining how the virus control
measures affected their activities

•

Taking the opportunity to explain any financial
uncertainties regarding the charity’s financial
sustainability and consideration of going
concern and the steps being taken to address
these uncertainties
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Covid-19
Furlough, redundancy and notice
New legislation was introduced to protect the
redundancy rights of furloughed employees.
In order to calculate an employee’s statutory
redundancy pay, the employer has first to work
out the employee’s weekly pay. This calculation
depends on whether the employee has variable
pay or hours, but once determined, employers
can then work out the amount of the statutory
redundancy payment, by reference to the
statutory rules which depend on age, length
of service and the amount of the week’s pay,
subject to a weekly cap.
In order to be furloughed, the employment
contracts of affected employees had to be
varied, and many employees will have agreed
to reduce their pay under that variation
agreement – normally to the maximum amount
the employer could claim under the furlough
scheme: this being 80% of normal pay at the
beginning of the scheme, subject to a maximum
of £2,500 per month.
Arguably, after such contractual variation, the
employee’s “week’s pay” under the statutory
rules will have been reduced – potentially
leading to lower redundancy pay.
This new legislation prevents an employee
being worse off by ensuring that any reduction in
pay by virtue of being furloughed is disregarded
when calculating a week’s pay for the purposes
of redundancy pay.
The new legislation also applies to payments
of statutory notice pay – which does not have
an equivalent statutory maximum. Statutory
notice is effectively one week’s notice per year
of continuous employment, up to a maximum
of twelve weeks. Subject to the following
employees will get their full unreduced pay for
that period.

On the strict wording of the new legislation,
it is notable that these rules do not apply in
cases where contractual notice periods are at
least a week longer than the statutory notice
entitlement. In such a case, it appears that
employers can pay the reduced furlough rate in
accordance with the furlough agreement for the
entirety of the contractual notice period.
This is something that may potentially spark
further legislation, government guidance or
challenge in the employment tribunal
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Specific Update for Academies
Reminders
Related party transactions

Financial returns timetable

Any contracts with a related party must be
declared to the ESFA before the contract is
signed.

The following is a summary of the financial
timetable of the returns as published by the
ESFA in the Chief Executive’s July letter.

Where costs exceed £20,000 individually or
cumulatively then ESFA approval must be
obtained prior to contracting.
Setting executive salaries
Executive salaries remains a sensitive subject
and is of public interest. Academy trusts are
therefore charged to ensure any awards made
are transparent and supportable.
As academies operate with the use of public
money, executive pay must be proportional
and defensible to the public sector market and
should reflect value for money.
Internal scrutiny
Under an update (Dec ’19) to the ethical
standards applicable to external auditors,
supplying an internal audit service is now
prohibited for a firm who is also providing
an external audit opinion on the financial
statements.
Subsequently, the ESFA have clarified that they
regard internal scrutiny of academies in the
same way as internal audit.
Where academy trusts currently engage their
external auditors to provide this service then
they are expected to engage alternate providers
from 1 September 2020.
Transitional regulations allow external auditors
to fulfil existing internal engagements in line
with contractual arrangements. For academies
this is regarded as completion of the 2019/20
academic year.

Return			
Submission date
Land and building collection tool..........17 Dec ‘20
Audited financial statements......................31 Jan ‘20
Accounts return....................................................23 Feb ‘21
Budget forecast return outturn................18 May ‘21
Budget forecast return three year.............27 Jul ‘21
The ESFA have had a policy of naming individual
academies who failed to deliver two or more of
the first three above returns on time (2019: 43).
Due to COVID this policy is under advisement.
Updated chart of accounts
The Department for Education has updated
the academies chart of accounts for use in the
academic year 2020/21.
The chart of accounts is the standard for
financial data structure of the Department for
Education, designed to underpin the academies
accounts return and budget forecast returns.
Academy trusts who have already adopted the
chart of accounts should ensure they update
their own chart of accounts with effect from 1st
September 2020 to reflect the changes. Other
trusts are able to adopt the chart of accounts for
the first time in 2020/21 should they wish, and to
work with their software suppliers to do so.
Adopting the chart of accounts is not mandatory,
however academy trusts who choose to adopt
the standard will potentially benefit from future
automated data transfer tools for financial
returns.
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Specific Update for Academies
Accounts Direction 2019/20
Accounts Direction 2019/20
The updated Accounts Direction includes
a number of new disclosure requirements,
alongside some updated guidance around areas
such as going concern, regularity and governance.
However, there are no changes in underlying
accounting principles that would impact how the
financial statements are compiled.
The key changes compared to previous versions
of the Accounts Direction are set out below.
Trustees’/directors’ report update for large
academies
Academies meeting two of the following criteria
qualify as large under the Companies Act 2006:
a turnover of more than £36 million; a balance
sheet total of more than £18 million; more than
250 employees are required to include additional
disclosures.
Engagement with employee (> 250 employees)
disclosures include: how the trust has had regard
to employee interests and how this has impacted
decision making during the year; how employees
are encouraged to be involved with the trust’s
performance; how employees are provided with
information; and the trust’s policy in respect
of applications for employment from disabled
people and their training, development and
promotion.
Engagement with suppliers, customers and other
business relationships there is a need to include a
statement summarising how they have had regard
to the needs to foster these relationships.
Streamlined energy and carbon reporting for
trusts that are large and consume more than
40,000 kwh of energy in a reporting period. They
must include statistics on energy use, including
annual use in kwh and an emissions intensity ratio
and narrative around energy measures taken to
improve efficiency. The ESFA is also encouraging
relevant trusts to publish this information on their
website.

Trustees’/directors’ report update – other
matters
The governance statement should now explicitly
refer to the guidance in the Governance
Handbook and Competency Framework for
Governance where trustees have reviewed and
taken account of these publications.
The risk management disclosures should include
further descriptions of the internal scrutiny
function and, if applicable, describe how these
arrangements have been impacted by the revised
Ethical Standard for Auditors published by the
Financial Reporting Council, which strengthens
the provisions relating to auditor independence,
including internal audit.
Other disclosure changes
Legal costs (defined as “those where an opinion is
sought from a legal professional”) should now be
separately disclosed and identified within support
costs.
The accounting officer’s and reporting
accountant’s opinion on regularity has been
clarified that if any instances of irregularity,
impropriety or non-compliance are noted in the
accounting officer’s statement and the reporting
accountant’s report, where possible, the amounts
should be quantified.
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Specific Update for Colleges
Summary updates and reminders
Capital funding
•

Reminder that internal and external audit
services will need to be commissioned from
separate audit providers;

•

Further clarification of the ESFA’s own
programme of funding validation and
assurance;

•

As the furloughed scheme comes to an
end the full impact of the pandemic on the
economy and employers will become more
evident.

Recognition that colleges that have
registered with OfS will be required to
comply with the OfS accounts direction
including the provision of an audit opinion
on the appropriate use of funds;

•

As with previous recessions unemployment will
increase and the opportunity for apprentices
to secure employment or re-employment will
become more difficult.

A new requirement that any amendments
to the standard terms of engagement for
regularity assurance reviews (as prescribed
in this Code) must be approved by the ESFA;

•

An update to the anti-fraud checklist
including the provision of a link to the ESFA’s
published fraud indicators;

•

Clarification has also been provided over
the meaning of the following within the
guidance:
‘Must’ - means a condition or 		
requirement

Funding to upgrade FE estates will be available
for 2020/21 to assist upgrading the condition of
college estates.
Redundancy Support Service for Apprentices
On 1 August the ESFA launched its support
service in response to the impact of COVID on
the employment of apprentices.

This service has been established to:
•
•
•

Provide advice and guidance on the impact
of redundancy;
Signposting to local and national support
services;
Vacancy sharing services
This service is in addition to employer
incentives announced by the Chancellor for
recruiting new apprentices aged under 25 of
£2,000 and £1,500 aged 25 and above. These
incentives are in addition to those already in
place.
Post-16 audit code of practice 2019-20
This updated guidance has been published
later than usual this year having been issued
in July 2020 applicable for financial periods
commencing on or after 1 August 2020.
Changes include:

•

•
•

Confirmation that the devolved authorities
(MCAs & the GLA) and ESFA will co-operate
in respect of their audit and assurance
arrangements in respect of AEB funding;
Inclusion of a summary of the requirements
relevant to independent training providers;
Clarification in relation to the ESFA’s
expectations regarding how providers should
manage their subcontracting arrangements;

‘Should’ – identifies minimum 		
good practice that should be 		
applied unless an alternative 		
better suits circumstances
Reminder – fraud reporting
Due to remote working or potentially reduced
levels of scrutiny a reminder over the
procedures associated in cases of suspected
or discovered instance of fraud, theft, bribery,
corruption, irregularity, major weakness or
breakdown in the accounting or other control
framework are identifiable.
Where identified, corporations must inform the
chair of the audit committee, external auditors
and internal auditors (if applicable) as soon as
practically possible.
The ESFA, and where relevant the MCA or GLA,
must also be informed when the amounts are
significant, that is exceeding £10,000 in value,
as soon as possible.
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Specific Update for Colleges
Summary updates and reminders
Going concern considerations

Accounts direction

The nature and scale of the virus and the
measures introduced to tackle it will have had a
significant impact on all aspects of corporations’
finances, budgeting and strategic planning. The
ESFA issued a brief reminder for corporations
to ensure it continued to receive timely and
accurate information to monitor financial
sustainability. Key considerations identified
included:
• scenarios planning and the financial sensitivity
analysis
• impact on KPIs and key funding streams
• availability of external finance
• government assistance received
• impact on accounting estimates
• implications for carrying values of assets and
liabilities

Due to public interest in the sector there are
areas of the financial statements that attract
more interest than others. Included below is a
reminder of the guidance associated with these
areas:
•

Staff numbers – this should now be the
average headcount for each category.
Previously this was calculated on a full time
equivalent basis;

•

Key management personal (KMP) – number
of individuals emoluments included within
bands of £5,000 starting from £Nil and
aggregate emoluments received as well as
waived;

•

Justification for total KMP and the accounting
officer’s emoluments (separate disclosures)
linked to value & performance delivered as
well as an explanation of the process for
judging performance and means of market
comparison;

•

Disclosure and explanation where previous
KMP and/or a previous accounting officer
(separate disclosures) continue to be
remunerated by the college;

•

Accounting officer emoluments, this tends to
receive significant scrutiny from the press and
mistakes within this disclosure could result in
unwarranted attention. Please note that the
definition of emoluments does not include
employer’s national insurance;

•

Pay multiples usually between the
accounting officer, as the highest paid
employee, ‘basic’ & ‘total’ emolument and the
median (full time equivalent) pay of all other
employees;

•

Details of compensation for loss of office and
severance payments, please note that OfS
have additional disclosures in this area;

•

Transactions with governors, where
remuneration is paid to a governor for
services as a governor then Charity
Commission approval is required before
payment should be made.

With the impact of the pandemic it is even more
important for corporations to complete a robust
going concern assessment. This assessment will
be under greater scrutiny from auditors and other
stakeholders.
An impaired financial performance and position
may also adversely affect compliance with bank
loan covenants. Corporations are advised to
ensure that conversations with their lenders take
place promptly where covenants are in danger of
being breached, to mitigate the risk that amounts
will become repayable on demand.
If bank covenants have been breached, the
going concern assessment within the financial
statements should include a summary of the
outcome or status of negotiation with the lender,
including whether waivers have been obtained.
The outcome of these negotiations is likely to be
critical to corporations in determining whether
the borrowings are classed as short or long-term
in the financial statements (waiver received pre
or post 31 July accordingly), and so constitutes a
major factor in the determination of solvency as
well as the formal assessment of financial health
by the ESFA.
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Office for Students - Additional reporting requirements
Remuneration code
OfS - the provider is required to “have regard to”
the “Higher Education Senior Staff Remuneration
Code” published by the Committee of University
Chairs.
The ESFA requires colleges to disclose
whether they have adopted the AoC’s
Governor’s Council’s “The Colleges Senior Staff
Remuneration Code”, so the ESFA requirement
goes beyond what the OfS requires in terms of
disclosure.
However, compliance with either code is not
mandatory, so the minimal requirements
of both the OfS and the ESFA will be met if
colleges have regard to both codes and then
disclose whether they have adopted either.
Pay bands
OfS - the provider must disclose the number of
staff with a full-time equivalent basic salary of
over £100k, broken down into bands of £5k
The ESFA requires disclosure of the number
of staff with a fulltime equivalent basic salary
of over £60k, broken down into bands of £5k.
The ESFA therefore sets the threshold at a
lower level and focuses on total emoluments
rather than basic salary, thereby including in the
threshold payments that go beyond basic salary
such as bonus payments.
Compliance with the ESFA requirements will
satisfy the OfS requirements.
Management and governance arrangements
The OfS requires disclosures about
management and governance arrangements.
There may be separate statements on corporate
governance and internal control respectively,
though these may be combined
The ESFA requires a combined statement on
corporate governance and internal control, but
the OfS does mandate a considerable additional
amount of detail, particularly regarding the
setting out of any significant internal control
weaknesses or failures that have arisen during
the financial year or after the year end, but
before the financial statements are signed.

Providers complying with the OfS requirements
will meet the ESFA requirements.
Details of fee and grant income
All registered providers must include a note to
their audited financial statements that provides
detail on sources of grant and fee income in a
specific tabulated form. This would include both
OfS and ESFA funding but also research grants
and student fees, as well as other sources.
The ESFA requires the disclosure of government
grants and other grants, but the requirement
does not go beyond what would be required
under the SORP. The OfS’ detailed requirements
reflect the diversity of funding which HEIs often
receive from multiple sources.
Providers complying with the OfS requirements
will meet the ESFA requirements
Access and participation expenditure
Where a provider has an access and
participation plan that has been approved by
the OfS’ director of fair access and participation,
the provider must include a note in its audited
financial statements that sets out its expenditure
for each of a number of categories.
The inclusion of this disclosure would only
apply if the provider has signed up such a plan
with the OfS.
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Office for Students - Regularity
Impact of OfS registration

Auditor judgement

Corporations that are registered with the Office
for Students (OfS) are obliged to follow the
audit requirements of the extant OfS Accounts
Direction as well as those set out in Post-16
Code. The OfS requirement to provide an audit
opinion on use of funds as set out in paragraph
42 (c) and (d) of the OfS Accounts Direction does
not remove the requirement for the reporting
accountant to provide a report on regularity as
set out in Annex E of the Post-16 Code.

The implications for the audit of the impacts
of COVID-19 are a matter of the professional
judgement of each auditor and reporting
accountant. The Financial Reporting Council has
provided guidance for auditors on the impact of
Covid-19.

ESFA requirements update
The scope of the audit and regularity assurance
engagement remains unchanged– it should
cover, at least, income and expenditure,
including any Covid-19 funding, as well as the
authorities which govern them. The ESFA is not
seeking any additional assurance.
It is recognised that the audit process itself may
be significantly affected by the COVID-19 related
measures in place prior to and at the time of the
audit.
Additionally, internal audit work may have been
prevented from proceeding as planned. In these
circumstances the corporation may have had
to put alternative measures in place, such as
remote audit or alternative procedures, to allow
the audit committee to report to the board on its
activities and conclusions.
Corporations are encouraged to contact the
ESFA if issues arise which mean they are unable
to meeting the submission deadline.
Regularity self-assessment questionnaire
To aid corporations in their assessment of
regularity relating to COVID-19 issues, and to
clarify the key considerations in this regard
and an additional Annex to the Regularity SelfAssessment Questionnaire (RSAQ) has been
issued by the ESFA that sets out further matters
for corporations to consider.
A copy of this completed Annex must be signed
by the accounting officer and chair of governors
and provided to the reporting accountant,
alongside the standard RSAQ.

When considering the corporation’s activities
factors may include:
Capacity: To what extent were the governance
and control arrangements, staffing levels and
operations of the corporation affected by
COVID-19? If alternative arrangements were
considered necessary, was there anything to
suggest the approach taken was not reasonable
and practical under the circumstances at the
time?
Proactivity: At what point were the financial
control and regularity issues faced, for example
difficulty in segregating duties as a result of
staffing shortages, identified by the corporation?
If appropriate, did it seek ESFA or DfE guidance
on particular matters? Did it consult with other
corporations in similar situations?
Reaction: Did the corporation attempt to take
retrospective or redressive action after the event
(if appropriate)?
Evidence: Has the corporation retained a
documented trail of its decision-making process,
including the rationale for the decision and
details of those employees or corporation
leaders involved?

21

Specific Update for Colleges
Office for Students - Regularity
Value for money
In March 2020 the Cabinet Office provided
information on how entities may support their
suppliers in certain circumstances and the
regulatory implications of this.
The purpose of the guidance is to ensure
service continuity during and after the COVID-19
outbreak. It effectively allows in-scope entities to
take a longer-term approach to obtaining value
for money when procuring goods and services.
Such purchases, where they meet the conditions
of the guidance, are not considered to be
regularity breaches.
In particular, corporations should note that whilst
Managing Public Money prohibits payment in
advance of need in absence of Treasury consent,
Treasury has granted consent for such payments
(with limits) where the corporation’s accounting
officer is satisfied that a value for money case is
made by virtue of securing continuity of supply
of critical services in the medium and long term.
Examples of such costs for corporations could
include exam board fees.
DfE has also published guidance on the
application of the notices, which includes
information to determine whether a corporation
is within scope.
Reporting accountants would take account of
the requirements of this guidance so that they
can decide whether its application has any
implications for their report on regularity.
Accounting officers must reflect cases where the
guidance has been applied in the governance
statement. They should also explain any
situations where COVID-19 has adversely
impacted on value for money, if applicable.
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