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Introduction

Introduction and approach

Executive summary

This Report has been prepared for the Trustees of
Saffron Academy Trust and summarises our key
findings in connection with the audit and assurance
work carried out for the year ended 31 August 2021.
We recognise that a copy of this Report is forwarded
to the ESFA but it is not to be disclosed to any other
person or organisation without our written permission.
For the avoidance of doubt this Report should not be
posted on the Trust’s website.

We anticipate that we will issue an unmodified audit
report for the year, subject to the satisfactory
clearance of any outstanding/unresolved the matters
outlined in this report.

The scope of our work has already been
communicated via our Audit Planning Report to the
Trustees. The respective roles and responsibilities of
both Price Bailey and the Trustees are set out in our
agreed terms of engagement.

Our audit and assurance procedures have been
designed to enable us to express an opinion on the
financial statements in accordance with International
Standards on Auditing (UK) and the regular, proper and
compliant use of public funds as set out in Annex B of
the Framework and guide for external auditors and
reporting accountants of academy trusts supporting
the Academies Accounts Direction 2020 to 2021.
We have reviewed our statement relating to
independence detailed in the Audit Planning Report
issued and can confirm we have remained
independent and have appropriate safeguards in place.
All staff comply with the Audit Practices Board Ethical
Standards and the ICAEW Code of Ethics.

Significant outstanding matters at the date of
this report
A number of audit queries to be cleared during the
week prior to the Board meeting.
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Audit approach
We adopted a risk based approach to the audit and our planning identified the following key risks to be addressed. Our detailed findings are noted as follows:

Risk identified

Planned approach

Findings

Revenue recognition

We will verify all material streams of grant income reported
to funding documentation.

We documented income systems and carried out procedures to gain
assurance over the effectiveness of internal controls in place to prevent loss
of income and ensure income is correctly recorded.

We will substantively test non grant income using analytical
review based on our expectations and test a sample of
entries for completeness where necessary.
We will review post year income and cash movements to
verify the completeness of income.

We carried out work to ensure that the income in the accounts is materially
complete and performed cut-off procedures to satisfy that income has been
accounted for in the correct period.

We have checked the income is appropriately recognised in accordance with
the terms of any funding restrictions.
Findings to bring to your attention:
With the exception of the issue regarding the bursary (see points raised this
year), nothing has come to light during the audit.

Management override

We will gain an understanding of the systems, controls and
procedures operating within the Trust finance function to
identify potential areas of management override risk.

We reviewed a sample of journals posted throughout the year and a sample
from those posted at the year-end to assess appropriateness and validity.
Explanations were sought for any large or unusual amounts.

We will review all journals posted throughout the year with
a value greater than performance materiality. Any that have
not been covered by our work on year end balances will be
scrutinised and corroborated further.

Findings to bring to your attention:
Nothing has come to light during the audit.
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Audit approach continued…
Risk identified

Planned approach

Findings

Related parties

We will review procedures and controls surrounding the
recording and reporting of related party transactions.

We reviewed the internal procedures in place for identifying related parties,
including the requirement to keep a register of Trustees business interests
which is to be updated annually.

We will make enquiries as to the existence of any related
parties before reviewing accounting records and other
trusteeships to ensure that all related party transactions
have been reported in the financial statements.

Our audit work has provided assurance that the related party transactions
disclosed in the financial statements are accurate and complete.
Findings to bring to your attention:

Aside from the priority 2 issue raised below, nothing has come to light
during the audit.
Fund Allocation

We need to ensure that the allocation of funds between
restricted and unrestricted has been correctly applied and
that funds have been used for the purposes intended by the
donor.

We examined whether income had been correctly categorised between
restricted and unrestricted funds, reviewing any terms and conditions where
applicable.
We checked that expenditure had been allocated correctly to the
corresponding income.
Findings to bring to your attention:
Nothing has come to light during the audit.
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Audit approach continued…
Risk identified

Planned approach

Findings

Staff and salary costs

Staff costs are a key area due to the relative value compared
to income reported. Our testing will focus on testing of
existence of staff and accuracy of expenditure reported.

We reviewed the reconciliations of the payroll records with the disclosures
in the financial statements to ensure no indication of material misstatement
of wages and salaries.
We tested a sample of the payroll system to ensure adequate and accurate
recording and reporting of payroll information in the financial statements.
Our testing included verification of a sample of employees to ensure they
exist.

We tested a sample of the payroll system and reported on the Teachers
Pension Scheme End of Year Certificate.
Findings to bring to your attention:
Nothing has come to light during the audit.
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Audit approach continued…
We follow International Standards on Auditing (UK) when carrying out our work. The following changes and responses are noteworthy in 2021:

Area

Approach

Findings

Accounting
estimates - LGPS

The Local Government Pension Scheme Liability (LGPS) is a significant accounting
estimate subject to a number of assumptions and estimates determined by the actuary
used to value the year end liability.

Our assessment identified no conflicts of interest between
the actuary and the Trust.

We reviewed the independence, reliability and relevant of information provided by the
actuary.
We reviewed the reasonableness of assumptions used for the discount rate, future
pension and salary increases. These determine the value of scheme liabilities.

Our review of assumptions concluded that those applied
by the actuary were in line with other similar schemes.
Our review of scheme assets concluded that it was
appropriate for the actuary to roll forward the Trust’s
share of the assets calculated from the latest formal full
scheme valuation in 2019.

We also reviewed how scheme asset valuations were obtained.
Detecting
irregularities
including fraud

Our audit report contains a specific paragraph to explain to what extent the audit was
capable of detecting irregularities including fraud. We reviewed the following:
•
•
•

Systems, procedures and controls to identify areas of management override risk
and decision making processes for one-off transactions.
Minutes of Trustee meetings, risk management processes and internal scrutiny
reports.
Correspondence with the ESFA / DfE and any subsequent responses or actions.

We also made enquiries of the Accounting Officer to identify any known, alleged or
suspected breaches of laws and regulations applicable to the Trust

Our work identified no irregularities (including fraud)
which were required to be reported in our audit report.
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Summary of income and expenditure
Restricted
General
Funds
Donation on
transfer/conversion
Incoming Resources
Resources
Expended

Unrestricted Fixed Asset
Funds
Fund

Total

84,742

375,991

19,205,706

(5,166,000)

14,500,439

37,302,450

1,453,508

5,313,855

-

44,069,813

(37,249,126)

(1,371,044)

(774,597)

LGPS Charge

(39,394,767)
(3,748,000)

Depreciation

(1,963,005)

(3,748,000)

Restricted General Funds
In the most simple terms the trust spent 99.9% of its income during the
year, leaving £633,056 to carry forward.
Unrestricted Funds
Unrestricted income generated in the year amounted to £1,453,508 and
expenditure was £1,371,044, an in year surplus of £458,455, leaving
unrestricted funds carried forward of £1,836,028.

(1,963,005)

Fixed Asset Fund

Employer
contributions paid
Total Resources
Expended

Pension
Reserve

We believe this simple schedule gives a useful overview of how the trust
has spent its money this year.

(37,249,126)

(1,371,044)

(2,737,602)

Actuarial Gains

1,620,000

1,620,000

(2,128,000)

(43,485,772)

(620,000)

(620,000)

Surplus / (Deficit) for
the year

138,066

458,455

21,781,959

(7,914,000)

14,464,480

Balance at 1
September 2020

494,990

1,377,573

39,598,036

(18,773,000)

22,697,599

Balance at 31 August
2021

633,056

1,836,028

61,379,995

(26,687,000)

37,162,079

Capital grants and donations totalling £5,313,855 were received in the
year. £774,597 was spent on projects. Depreciation of fixed assets
amounted to £1,963,005. Total restricted fixed asset funds carried
forward were £61,379,995.
Pension Reserve
£1,620,000 was paid into the LGPS during the year. The actuarial
valuation increased the deficit to a carry forward of £26,687,000.
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Summary of net assets between funds

Note 18 in the Trust’s financial statements shows the split of net assets
between funds. The difference between free cash and free reserves is
sometimes confusing. We have used this page to try and explain the
note in more detail.

Restricted
Restricted
Unrestricted
Pension
General
Fixed Asset
Funds
Reserve
Funds
Fund
Tangible fixed
assets
Current assets non cash
Current assets cash
Creditors due within
one year
Creditors due after
more than one year

58,186,579

58,186,579
2,810,447

1,198,545

110,552

1,501,350

2,677,987

1,725,476

2,314,953

-

Restricted General Funds
Almost all of the Trust’s operational funding is restricted for the
provision of free education. It is not surprising that a significant amount
of current assets and liabilities are held within this fund. Total restricted
general funds were £633,056.

6,718,416

Unrestricted Funds
(3,243,476)

(485,969)

(3,729,445)

-

(136,918)

(136,918)

Provisions
Total

Total

(26,687,000) (26,687,000)
633,056

1,836,028

61,379,995 (26,687,000)

37,162,079

Cash held in the bank of £1,725,476 makes up the majority of the
unrestricted fund balance. Trade debtors of £110,552 were also included
in this fund at the year end. Total unrestricted funds carried forward
were £1,836,028.
Fixed Asset Fund

Fixed assets valued at £58,186,579 make up the majority of this fund
balance. There is also accrued capital grant income of £1,501,350;
£2,314,953 of capital funding held in the bank as cash; and £486,969 of
trade creditors or accrued expenditure for work on fixed assets carried
out over the summer holiday period. Salix loan balances totalling
£136,918 is included within creditors due after more than one year.
Total restricted fixed asset funds carried forward were £61,379,995.
Pension Fund
The pension fund is made up entirely of the LGPS deficit of £26,687,000.
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Summary of adjustments
Nature of Adjustment

Adjusted Items

Unadjusted Items (Factual)

Increase/
Increase/
(decrease) in (decrease) in Non
Revenue funds
Revenue funds
£
£

Increase/
Increase/
(decrease) in (decrease) in Non
Revenue funds
Revenue funds
£
£

Unadjusted Items
(Judgemental)
Increase/
Increase/
(decrease) in (decrease) in Non
Revenue funds
Revenue funds
£
£

Client Adjustments
HRS late accruals
HRS late prepayments

(22,500)
17,648

Audit Adjustments
35,761
(35,761)

Income overstated, 16-19 bursary included as income
LGPS pension deficit understated, BGS initial actuarial
valuation on transfer in disagrees with year end report

(1,009,000)

LGPS pension movement

442,000

Payroll Accrual Control Accounts to do not agree to
payroll reports - Payroll Accruals Overstated

(19,902)
19,902

Creditors overstated, sink funds included as creditors

109,606

Creditors aging does not reconcile to TB - Creditors are
overstated

14,089
(14,089)

Creditors understated - Accruals not raised for invoices
dated 31/08/2021

Total

(148,748)

(4,852)

(567,000)

109,606

(148,748)

-

-
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Our findings

Deficiencies to be brought to the attention of the Trustees
We are required to report to you in writing, significant deficiencies in the Trust’s internal control environment that
we have identified during the audit. These matters are limited to those which we have concluded are of sufficient
importance to be reported to you. Our audit cannot necessarily be expected to disclose all matters that may be of
interest to you and, as a result, the matters reported may not be the only ones which exist. As part of our work, we
considered internal controls relevant to the preparation of the financial statements such that we were able to design
appropriate audit procedures. This work was not for the purpose of expressing an opinion on the effectiveness of
internal control.
As required by the Academies Accounts Direction 2020 to 2021, all findings have been given the following priority
rating based on their importance:

1.

The Trustees must ensure this recommendation is addressed as a matter of priority. Where this is also
a material breach of the Academies Financial Handbook, it is likely to result in a modified Regularity
Report.

2.

This may include a non-material breach of the Academies Financial Handbook or the Trust’s internal
financial regulations. Internal controls should be strengthened to enhance operational efficiency but
action is not time critical.

3.

Internal controls could be strengthened but there is little risk of material loss. This may be a point for
future consideration as risks faced by the Trust evolve over time.

4.

Observations and Recommendations. This point is either for information only or relates to a
recommendation made last year where action has been taken and is no longer of concern.
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Points raised last year

Prior year findings

Priority

Recommendation

Current year position

During our related party review,
we noticed that one Trustee
(Sarah Elizabeth Dignasse) has
had a new interest in the year,
which has not been reflected on
the website.

2

We recommend that all new interest in
the year are updated on the school
website on a regular basis.

Our work on related parties this year
found no such issues.

During our review of the credit
card, we noticed that one
purchase was made without a
purchase order being raised.

3

We recommend that all credit card
purchases have a purchase order.

We found no issues with this particular
aspect of charge card transactions this
year.
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Findings from this year’s work – Priority 1

Current year findings
No priority 1 findings found during the
audit.

Implication

Recommendation

Client comments
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Findings from this year’s work – Priority 2
Current year findings

Implication

Recommendation

Client comments

Purchases were made from Saffron Hall
Trust, a common trusteeship via M
Hayes, during the year. These
transactions were not disclosed in
advance to the ESFA via their online
portal.

Section 5.40 of the Academies Financial
Handbook requires academy trusts to
disclose all expenditure with related
parties to the ESFA in advance of the
transactions occurring. There is no de
minimis level of expenditure for this
requirement.

We note that this has since been
rectified, with the transactions having
been disclosed retrospectively. In future,
all purchases from related parties must
be reported in advance.

We recognise that these costs are
technically related party transactions.
However, they arise because the two
organisations share the running costs
of a space within one of the Trust’s
schools. They are not one off
purchases of goods or services but an
attempt to secure VFM by sharing a
steady stream of expenses for the
upkeep of a shared facility. We also
recognise the requirement to report
these costs from the Handbook and
will ensure that this is done more
promptly in future.
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Findings from this year’s work – Priority 3

Current year findings

Implication

Recommendation

Client comments

In contravention of the Trust’s
accounting policies, the 16-19 bursary
paid to Saffron Walden County High
School and Helena Romanes School,
and subsequent payments out to
students, have been treated as trust
income and expenditure.

The bursary is an agency
arrangement as the
academy trust has no
discretion about the use
to which the funds
received are put (see
3.124-3.125 of the
Academies Accounts
Direction 2020-21). It
must therefore be
treated as a creditor
rather than income.

We recommend that bursary
income is treated as a creditor
with payments out of the fund
simply being deducted from the
creditor balance.

Currently, the Trust separately records the bursary income and
the expense with unspent income rolled over into the following
year as a creditor. The accounts direction implies that all the
transactions should flow within balance sheet creditors. The
Trust gives oversight to its cost centre holders for all
transactions such that they can monitor and control the
expenditure. This facility is not available to balance sheet control
accounts and to do so would degrade the Trusts procurement
control process. We believe that the current method achieves
the same result if central finance nets off the income and
expense as part of its year end consolidation journal process.

Page 15

Findings from this year’s work – Priority 4
Current year findings

Implication

Recommendation

Client comments

During our testing of related parties, it was noted that not
all of the following related parties were declared:

While the risk of
transactions with these
related parties may be
low, the Trust
management team need
a comprehensive list of
all trustees and their
close family to ensure
any proposed
transactions with them
can be captured,
reported to and
approved by, the ESFA as
necessary.

Ensure that register of business interest
forms request all Trustees, Members and
Key Management Personnel of the Trust
declare all close family members
regardless of whether or not any
transactions took place with these
individuals.

Agreed, the annual audit of business
interests will be changed to ensure
that “close family” of Trustees,
Members and Key Management will
be recorded.

We found that any Trustee, Member or Key Management
Personnel of the Trust; and
any person who is a close member of that person’s
family*, would be classed as a related party.
*‘Close member of a person’s family’ refers to:
• that person’s children or spouse;
• the children, stepchildren or illegitimate
children of that person’s spouse or domestic
partner;
• dependents of that person; and
• that person’s domestic partner who lives
with them as husband or wife or in an
equivalent same-sex relationship.

Close family members were not being declared in all
instances.
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Emerging issues

Academy Trust Handbook (ATH) 2021
Changes to the Handbook are limited in 2021. Many of
the ‘main changes’ are points of emphasis. Changes to
any mandatory provisions are as follows:

This year, The ESFA have rebranded
the Academies Financial Handbook to
be known as the Academy Trust
Handbook.

•

A governance professional (GP) must be appointed
to support the board of trustees. The GP (previously
known as the Clerk) must be someone other than a
trustee, principal or chief executive of the trust.

The handbook comprises short topics
explaining requirements that trusts
must follow from 1 September 2021.

•

The number of employees whose benefits exceeded
£100k must be published on trust websites in a
separate readily accessible form, in £10k bandings
for the year ended 31 August 2021. Benefits include
salary, employers’ pension contributions, other
taxable benefits and termination payments.

•

For every governance meeting, trusts must make
the agenda, approved minutes and any report,
document or other paper considered at each
meeting available for public inspection.

•

Internal scrutiny must be independent and
objective. It must not be performed by a trust’s own
accounting officer, chief financial officer or other
members of the senior leadership or finance team.

•

Trusts must seek prior approval if making a
severance payment of any amount to an employee
earning over £150k or a severance payment over
£100k which includes any non-contractual amount.

Depending on your role, you may
need to read other material, which is
signposted throughout. Access the full
Handbook via the QR code below.
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Emerging issues
“The government’s vision
is for every school to be
part of a family of schools
in a strong multi academy
trust.”
“Standards in certain
areas of the country have
been too low for too long
we need our best leaders
and trusts to drive change
and level up opportunity.”

Education Secretary speech to the Confederation of School Trusts
On 28 April 2021, Gavin Williamson addressed the
Confederation of School Trusts (CST) Annual
Conference on his renewed vision for all schools to be
part of a multi-academy trust.

•

Improving outcomes for pupils is our number one
priority and the one thing that everything else
hinges on. As we build back better from Covid, that
is more critical than ever before.

While the speech was clear in it’s intent, there is still
no statutory instrument that can force good schools
with strong financial controls to convert to academy
status and join an academy trust.

•

22 planned behaviour hubs. These are schools and
multi academy trusts which already have a record
of maintaining orderly and well-disciplined
classrooms. They will be sharing their expertise and
advising other schools how to address some of the
common problems which all schools face at some
point.

•

The Early Career Framework will directly support
those at the start of their teaching careers by
ensuring new teachers are entitled to a structured
two-year package of funded high quality
professional development based on the best
available evidence. Once fully rolled out, it will be
backed by at least £130million a year in extra
funding. Trust leaders have worked on the design
of this framework and we expect that they will be
able to be key deliverers of this programme.

Some of the key points from the speech are as follows:
•

Access the full speech via
the QR code below

Through the next phase of the Trust Capacity Fund,
up to £24m will be released over the 2021-22
financial year to help trusts to grow.

•

Schools can now ‘try before they buy’ and see for
themselves first-hand what being part of an
academy trust involves. A process to temporarily
partner with a strong trust can now be followed
using a service level agreement.

•

Launching a pilot programme, in partnership with
the Church of England and the Catholic Church, to
set up new Church academy trusts.

•

Working with the Catholic Education Service and
their Dioceses to establish a new turnaround trust
to specifically support Catholic schools in need of
intensive support.
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Building Strong Academy Trusts

Emerging issues
This publication provides non-statutory guidance on creating and
growing academy trusts.
Section one sets out the department’s ambition for all schools to
be part of strong academy trusts, in strong families of schools. It
explains the benefits schools can access from being part of that
structure. Linked annexes contain further reading, case studies
and examples of best practice, drafted in collaboration with the
sector.
Section two sets out the key factors that academy trusts should
consider when assessing whether to grow, as well as matters
prospective converters will need to consider. Separate advice is
provided for faith schools under the Church of England and
Roman Catholic Church, as per the memoranda of understanding
with those churches.
Section three provides regulatory information for schools, local
authorities (LAs), and academy trusts on the criteria Regional
Schools Commissioners (RSCs) and the Education and Skills
Funding Agency (ESFA) use in decision-making, as well as the role
of Headteacher Boards (HTBs).
The guide also includes links to the MAT assurance framework, a
self assessment tool which has been designed to help MATs
understand their current capacity to support and drive school
improvement.

Access the full
guidance document
via the QR code
below.
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Emerging issues
Right to Work checks

Unclaimed National Non-Domestic Rates

ESFA Risk management guidance

As an employer, you will be well aware of the
requirements on you to conduct a right to work check
for any new employee working for your trust.

DfE are proposing that from 1 April 2022, academies
will no longer need to submit rates claims via the
NNDR portal to recoup their rates costs.

The rules on Right to Work checks temporarily
changed during the pandemic, whereby employers
were permitted to ask for the required ID in a digital
format (e.g. sending scanned copies or a photo of their
original documents via email or using a mobile app)
and then arrange a video call with the individual to see
proof of the original documents.

If these proposals proceed, following the recent
consultation, from 1 April 2022 the functionality for
academies to submit historic claims for previously
unclaimed years will be removed. Academies would
have until the end of March 2022 to submit any
outstanding historic claims relating to the 2015 to
2016 financial year onwards via the NNDR portal.

Guidance around managing risk in academy trusts
continues to evolve. The ESFA recently updated their
good practice guide to help trustees and senior leaders
manage risk across their organisation. Some key
themes are:

From 1 September 2021, employers must return to
carrying out the original process of face to face Right
to Work checks. You must either check and certify the
applicants original documents or check the applicants
right to work online, if they have given a share code.

If this change comes into force, it will only apply to any
years from 2015 to 2016 onwards which have not
already been claimed for. Academies would continue
to be able to claim for historic adjustments to claims
made from 1 April 2017 onwards through the NNDR
portal after April 2022.

For the government advice on this change, scan the
QR code below:

We would strongly encourage academies to submit
any historic NNDR claims for unclaimed years at their
earliest convenience, so that DfE can meet such claims
promptly.

Define your trust’s approach to risk management in a
risk management policy.
Identify an individual who has responsibility for risk
management on a day-to-day basis.
Read and follow the ESFA good practice guide on
internal scrutiny.
Assess emerging risks carefully and where appropriate
are reflect these in trust risk registers.
Keep risk management on each Board meeting
agenda.

Scan the QR codes below to access the good practice
guides:
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The
Academies
Planning
Calendar
provides a summary
of key dates about
ESFA activities for the
2021
to
2022
academic year that
relate to academy
funding, finance and
compliance with your
funding agreement.

Page 21

Access
the
Academies Planning
Calendar by scanning
the QR code below.
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Twitter - @AcademyHelpdesk

Our Academy Helpdesk is always on hand to
answer any queries you might have regarding
your trust's accounts and finances.
Our Twitter account has been set up to keep you
up to date with the latest developments and
comments from the sector.
If you're not on Twitter we want to ensure
you’re still kept up to date so we have collect
our most recent relevant tweets and deliver
them to you each fortnight. Subscribe to these
updates using the QR code below:
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Causeway House
1 Dane Street
Bishop’s Stortford
Hertfordshire
CM23 3BT

T 01279 755888
E stortford@pricebailey.co.uk
W pricebailey.co.uk

