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The purpose of this memorandum is to highlight the key issues affecting the
financial statements of South Shropshire Academy Trust for the year ended 31
August 2019. It is also used to report to Trustees in order to meet the mandatory
requirements of International Standard on Auditing (UK & Ireland) 260.
The matters raised in this and other reports that will flow from the audit are only
those which will have come to our attention arising from, or relevant to, our audit
that we believe need to be brought to your attention. They are not a
comprehensive record of all the matters arising and in particular we cannot be held
responsible for reporting all risks in your organisation or all internal control
weaknesses.
This report has been prepared solely for your use and should not be quoted in
whole or in part without our prior written consent. No responsibility to any third
party is accepted as the report has not been prepared for, and is not intended for,
any other purpose.
We would like to take this opportunity to record our appreciation for the kind
assistance provided by the finance team and other staff during the course of our
audit.
We would like to give our thanks to Debbie and the finance team for their
assistance and cooperation during the audit. Our team were able to complete the
audit in an efficient manner due to the team’s support and understanding of the
underlying records and processes of the South Shropshire Academy Trust.
This has enabled us to not have to alter or change our approach to the audit that
we communicated to you at the start of the audit within the Service Plan.

Whittingham Riddell LLP
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1. Status of the audit

1.1 Matters outstanding

1.2 Audit Plan

Our audit is complete, subject to the following:

In completing our work, we have not had to alter or change our approach to that
we communicated to you at the start of the audit within the Client Service Plan.

Receipt of outstanding information
 No further information outstanding

1.3 Completion and Submission timetable
Based on the outcome from today’s audit close meeting we expect that the
schedule to completion will be as detailed below:

Audit work to be completed
 Final completion procedures

Completion procedures
 Final subsequent events review; and
 Final review of statutory accounts as approved by the board.

Date
Finance committee to review financial statements

10 December 2019

Board meeting to approve and sign the financial
statements

10 December 2019

Audit report approval

11 December 2019

Accounts filing deadline to ESFA (see 5.7)

31 December 2019

Accounts filing deadline to Companies House (WR to file)

31 May 2020

Tax return filing deadline (if applicable)

31 August 2020
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2. Financial performance overview

2.1 Summary of Financial Statements

2.2 Reconciliation to Normalised Surplus

This is a summary of the key figures from the Trust’s financial
statements
Statement of Financial Activities:
2018/2019
Total Income

Total Expenditure

Surplus
Actuarial Pension gains (losses)
Net Movement in Funds

4,170,523

2017/2018

2018/19
£

2017/18
£

(1,030,622)

(212,610)

Actuarial Pension Loss/ (Gains)

674,000

(304,000)

FRS102 Pension Adjustment

294,000

140,000

Depreciation

169,947

169,951

Loan Conversion to Grant

(90,000)

-

Capital Grants

(55,986)

(18,960)

Normalised surplus

(38,661)

(225,619)

Net Movement in Funds

3,799,636

(4,527,145)

(4,316,246)

(356,622)

(516,610)

(674,000)

304,000

(1,030,622)

(212,610)
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2. Financial performance overview
2.3 Summary of Financial Statements
2018/2019

Balance Sheet:

2017/2018

£

£

£

20,202,810

Fixed Assets

20,372,757

55,927

41,832

449,119

221,601

(325,301)

(191,013)

Debtors
Cash at bank and in
hand
Creditors

£

Net Current Assets
Pension Scheme
Liability
Total Funds

179,745

72,420

(2,809,000)

(1,841,000)

17,573,555

18,604,177

2.4 Split of Funds per School
Church Stretton

Stokesay

MAT

(52,247)

98,247

26,420

20,372,757

(1,841,000)

18,604,177

Movement in year

71,387

37,159

(1,218)

(169,951)

(968,000)

(1,030,623)

Funds as at 31 August
2019

19,140

135,406

25,202

20,202,806

(2,809,000)

17,573,555

Funds as at 1 September
2018
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2. Financial performance overview

Mercer FRS102 Pension News Alert – September 2019

2.4 FRS102 Pension
During the year ending 31 August 2019 the Trust’s FRS 102 pension liability moved as
follows:
£

Actuarial movement – (A)
Pension obligation
• A decrease in the discount rate of around 1% p.a. during the year has resulted in a
significant increase in the future pension liability.

Actuarial movement
-

Pension obligation (liability)

-

Pension Asset

(687,000)
13,000

Actuarial losses (SOFA) (A)

(674,000)

Difference between pension contributions & costs
(Expenditure) (B)

(294,000)

Overall remeasurement

(968,000)

Pension asset
• Investment markets over the period as a whole are largely showing rises over the
year. Whilst investment returns are generally positive, there are significant
variations depending on the asset portfolios of individual funds. The increase in
pension asset value in this case is modest.
Income and Expenditure movement – (B)
•

•

Contribution payments, as determined at the time of the Triennial Valuation of
the LGPS, are lower than the actual costs of the scheme resulting in the additional
expense charged.
£131k of the increase in the liability relates to the inclusion of the additional
liability relating to past services (McCloud) – refer to Appendix A.

Assumptions
As part of our audit work we have compared the assumptions made within your
Trust’s FRS102 valuation report for the year/period to those of other Actuaries
valuating similar pension schemes as at 31 August 2019. We have been able to
conclude that the assumptions made in your actuarial report are in line with these.
These include the assumption that the CPI inflation rate will remain consistent at
around 2.1% p.a.
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3. Key audit findings
3.1 Audit of significant and elevated risks
Our audit findings in relation to the significant risks and elevated risks identified at the planning stage of our audit, and communicated in the Client Service
Plan, are detailed below:

Audit Risk

Fraud –
Management
override of
controls

Fraud – Revenue
recognition

Risk
Assessment
Significant

Significant

Work performed

Audit Findings

We have:
 Inspected a sample of cashbook transactions throughout and after the
year
 Reviewed accounting estimates with particular focus on the assumptions
used and the retrospective adequacy and accuracy
 Inspected manual journals posted during the year
 Reviewed unusual transactions outside the usual course of school activity
 Checked the authorisation of new suppliers during the year
We have:
 Inspected manual journals posted to revenue during the year
 Performed specific analytical procedures including analysis of
disaggregated data
 Reviewed the school’s funding agreement
 Reviewed terms of other income
 Reviewed transactions immediately before and after the year end for
correct cut-off
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We have performed the planned testing and have
concluded satisfactorily in this area
Completed – no issues noted

We have performed the planned testing and have
concluded satisfactorily in this area
Completed – no issues noted
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3. Key audit findings
3.1 Audit of significant and elevated risks (continued)
Audit Risk

Going Concern

Regularity and
propriety

Pension valuation

Significant /
Elevated
Elevated

Elevated

Elevated

Work performed

Audit Findings

We have:
 Reviewed the financial forecasts and an assessment of the assumptions
behind them
 Reviewed cash and borrowing facilities to ensure that they meet the
forecasted cash flow requirements
 Compared actual results to forecasted results post year end
 Reviewed pupil numbers and funding agreements
 Held discussions with management and those charged with governance
 Reviewed the risk assessment of the Academy
We have:
 Reviewed the terms of the funding agreement against the expenditure
incurred
 Reviewed the Accounting Officer Statement on Regularity, Propriety
and Compliance
 Reviewed general control environment with reference to financial
procedures and any reports issued thereon
We have:
 Reviewed recommended disclosures received from the pension
scheme’s actuary and ensure correct and complete disclosures in the
financial statements
 Reviewed terms of contract with the service provider
 Held discussions with actuaries where appropriate
 Considered the source data used in calculating the deficit
 Reviewed the assumptions used in the actuary’s calculations
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We have performed the planned testing and have
concluded satisfactorily in this area
Completed – Accounts are not
prepared on a going concern
basis – refer to Financial
Statements, note 1.2

We have performed the planned testing and have
concluded satisfactorily in this area
Completed – no issues noted

We have performed the planned testing and have
concluded satisfactorily in this area
Completed – no issues noted
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3. Key audit findings
3.2 Matters arising during the course of the audit

3.3 Related Parties

During the course of the audit work we highlighted the following issues for
discussion with you:

Related party transactions and disclosures as identified by you are set out in note 25
to the accounts. These have been reviewed and no other issues identified.

Matters discussed and action points arising from our audit planning meeting:
Agenda point
Transfer to BAST

3.4 Accounting policies

Description
 Transfer of MAT into BAST from 1 September 2019
 Further work to be performed to wind up SSAT and
strike off the company

Member
independence
from board of
Trustees

Section 1.4.4 of the Academies Financial Handbook
suggests that the members of the Academy Trust
should be independent of the Trustees. Currently four
members of the Trust are also Trustees.
This can be achieved by a majority of the members not
being trustees.

We have reviewed the accounting policies, particularly those involving any key
judgements and have no issues to bring to your attention.

3.5 Corporation Tax and VAT
We have considered whether the Trust is operating within the corporation tax small
trading exemption criteria. No issues were noted.
Our work included a high level review of the VAT position based upon current
treatment and HMRC correspondence. We did not perform a detailed review of all
income streams but we have considered changes in activities and income streams
from the prior year. No issues were noted.
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3. Key audit findings
3.6 Key estimates
We have reviewed the key estimates within the financial statements which we
consider to be as follows:

Accounting estimate

Audit work performed

Impact on financial statements

Assumptions used in pension
valuation

 The assumptions used by the Actuary have been compared to those used by other
academies for appropriateness

Depreciation rates

 Depreciation proof in total testing performed .

Prepayments

 Prepayments reviewed for reasonableness. Substantive testing completed.

Accruals

 Accruals and deferred income reviewed for reasonableness. Substantive testing
completed.
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Completed – no
issues noted
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3. Key audit findings
3.7 Laws and regulations
Our audit findings in relation to the significant laws and regulations identified at the planning stage of our audit, and communicated in the Client Service Plan, are detailed below:
Law or regulation

Audit work performed

Impact on financial statements

Companies / Charities Act

 Financial statements have been reviewed to ensure all relevant disclosures are
included. Discussions held with key management.

Employment Law

 Employment contracts reviewed within our audit procedures, together with
procedures in place in relation to employment matters. Discussions held with key
management.

Health and Safety regulations

 Discussions held with management and confirmation gained of there being no
incidents in the year. Board minutes and the procedures in place in relation to health
and safety regulations reviewed.

GDPR

 Discussions held with management.
 Review of GDPR audit report.

The School Information
Regulations 2012

 Reviewed board minutes
 Discussion with senior management

Child Protection

 Reviewed board minutes,
 Discussion with senior management

Academies Act and Academies
Accounts Direction

 Review of financial statements, relevant disclosures are included

Apprenticeship Levy

 Discussions with senior management
 Review of levy charge

Ofsted Regulations

 Discussions held with management
 Review of board minutes
 Review of most recent Ofsted report (2019 visit for Church Stretton)
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Completed – no issues noted
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3. Key audit findings

3.8 Summary of Corrected and Uncorrected Misstatements
We set out below details of the :




Adjustments noted and made to the accounts during the course of the audit following discussion and agreement with you; and
Details of potential adjustments identified during the course of our audit work.

Management should consider the misstatements identified during the course of our audit work in conjunction with the above findings.

Corrected misstatements

Uncorrected misstatements

The adjustments identified during the course of the audit and reflected in the
accounts following discussion with you are set below. The aggregate impact of
these adjustments are as follows:

There were no uncorrected misstatements noted within the year.

2018/2019
£

2017/2018
£

(38,859)

(375,458)

-

(1,152)

Net FRS102 Pension
Adjustment

(294,000)

(140,000)

Actuarial Gains/Losses

(674,000)

304,000

Unrecorded Electricity
payment

(1,159)

-

Under Accrued Redundancy
payments

(22,604)

-

(1,030,622)

(212,610)

Surplus / (Deficit) per
August 2019 management
accounts
P13 Accrual

Corrected Misstatements:

Surplus / (Deficit) per
audited accounts
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4. Design & operating effectiveness of controls – 2019 issues identified

This section of our report includes recommendations for improvements in systems or controls that were identified during the course of our audit work:

High Risk – Matters that are considered fundamental against which management should take action as soon as possible
Medium Risk – Matters that are considered significant that should be addressed within 3 – 6 months
Low Risk – Matters that are not considered fundamental but where improvements can be made

Observation

Implication

Recommendation

Management Response

1

Deferred income was posting to
prepayments rather than the
deferred income nominal

Both debtors and creditors understated which Ensure debtors and creditors are
We are ensuring additional checks going
may
mean
incorrect
reporting
of reconciled back to underlying records
forward
management accounts
(see point below)

2

No separate schedule is kept to
record accruals and prepayments

Without keeping a separate schedule there is
Keep a records of the month end
no way to check the balances per the system
We will ensure records will be kept and
prepayments and accruals and reconcile
are correct which means mis-postings may
agreed back to nominal ledger.
to the balances on the system
not be identified

3

No fixed asset register is kept,
potentially not capitalised in line with
policy of £1,000

There is a risk that Fixed assets aren’t Maintain a fixed asset register going
IT equipment separately monitored by
appropriately accounted for in the Financial forward, keeping a record for additions,
IT technician
Statements.
disposals and depreciation.
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4. Design & operating effectiveness of controls – 2019 issues identified

This section of our report includes recommendations for improvements in systems or controls that were identified during the course of our audit work:

High Risk – Matters that are considered fundamental against which management should take action as soon as possible
Medium Risk – Matters that are considered significant that should be addressed within 3 – 6 months
Low Risk – Matters that are not considered fundamental but where improvements can be made

Observation

Implication

Recommendation

Management Response

4

Bank reconciliation statement total
did not agree to the bank statement
as an in year payment was not
posted to the system

If bank reconciliations are not reconciled back
Ensure
bank
reconciliations
are The bank was reconciled due to an
to the actual statement balance there is a risk
performed at each month end and are outstanding invoice posting at Stokesay.
that transactions are not recorded properly
This has now been entered resolved.
agreed to the statement balance
on the system.

5

National Theatre Income records did
not agree to the nominal activity and
therefore to the amounts banked

Income may not be appropriately recorded Ensure that cash has been agreed to the The National Theatre events are not
and there is an increased risk of fraud.
income slips
being continued
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4. Design & operating effectiveness of controls - Significant matters
raised in Summer Term Interim Report
This section of our report includes recommendations for improvements in systems or controls that were identified during the course of our audit work:
High Risk – Matters that are considered fundamental against which management should take action as soon as possible
Medium Risk – Matters that are considered significant that should be addressed within 3 – 6 months
Low Risk – Matters that are not considered fundamental but where improvements can be made

Observation

1

The Spring Term EEA report was not
distributed and discussed amongst
trustees.

Implication

Board member would be unaware of any
regulatory issues in the Academy and
where changes need to be made.

Recommendation

Ensure each report is followed up at
board meetings once received

Strictly Private and Confidential

Management Response

The findings from the Spring EEA report
have since been distributed to the
Trustees.
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4. Design & operating effectiveness of controls – 2018 follow up

This section of our report includes recommendations for improvements in systems or controls that were identified during the course of our audit work:
High Risk – Matters that are considered fundamental against which management should take action as soon as possible
Medium Risk – Matters that are considered significant that should be addressed within 3 – 6 months
Low Risk – Matters that are not considered fundamental but where improvements can be made

Observation

Implication

Recommendation

Management Response

There were no issues to report to the Board of Trustees which were identified during the course of the 2018 audit.
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5. Audit completion and filing
5.1 Management Representation
We do not require management to provide the specific representations in respect
of the financial statements.

5.2 Subsequent Events
Under International Standard on Auditing 560 we are required to confirm whether
there have been any subsequent events since the organisation’s year end. We
understand that there are no such matters other than the transfer of operations
to another MAT post year end.

5.3 Going Concern
Management confirms the basis of accounts preparation on a basis other that
other than a basis of going concern. This is disclosed in note 1.2 of the financial
statements.

5.5 Independence
We can confirm that we have re-evaluated our firm’s independence in connection
with the audit and we are not aware of any factors affecting our independence or
objectivity and thus our ability to continue to act as auditors. The self review and
management threats arising from our assistance in the provision of non-audit
services, have been sufficiently addressed by appropriate safeguards including
independent internal reviews, the existence of informed management, and the
involvement of other relevant individuals who are required to approve all
adjustments impacting the financial statements.

Informed Management:
• Debbie Lowther, Finance Officer
• John Parr, Accounting Officer

5.6 Audit Debrief

5.4 Auditors’ Report and Regularity Report
Subject to all of the matters discussed within this document being cleared, we
anticipate being able to issue an unmodified report in respect of regularity.

As the activities of the trust have transferred to Bridgnorth Area Schools Trust on
1 September 2019, with the intention to cease the current activities of the trust
within the next year, the audit report includes an Emphasis of Matter in respect of
Going Concern (Financial Statements, page 17). Our audit opinion is not modified
in this respect.

As part of our priority to provide you with the best possible service and to achieve
a successful long-term working relationship, we welcome any comments that you
or any of your team may have.
 What went well?
 What could have been done better?
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5. Audit completion and filing

5.7 Submission of Financial Statements to the ESFA
The signed financial statements need to be uploaded to the ESFA portal by 31
December 2019. They must also be published (along with the prior year) on the
Trust’s website by 31 January 2020.
The following needs submitting to the ESFA:
1.
2.
3.

A copy of the audited financial statements
A copy of the audit findings report (this document)
The accounts submission cover (on-line form)

3. Financial Assessment
Current assets: £505,046
Current liabilities: £325,301
Revenue reserves: £179,749 (restricted £60,342 and unrestricted £119,407)

4. Specific areas of interest
Severance payments: £10,000

Coversheet

Related party transactions: No related party transactions.

We have included below the key information that you will need to include within
the coversheet that you submit to the ESFA:
1.

Organisation details

Company number: 08439425
Name of audit firm: Whittingham Riddell LLP
Accounting officer’s name: Mr John Parr
2.

Audit findings

Audit opinion:
Unqualified
Auditor’s regularity report:
Any matters by exception.
Statement on regularity, propriety and compliance:
No modifications to the accounting officer’s statement
Auditor’s management letter:
No control findings within this management letter. No high priority.

Governance changes and disclosures:
4 members
11 trustees
1 member resigned in the period
3 trustees resigned in the period
3 trustees were appointed in the period

Trustee remuneration: to be taken from page 37 of the financial statements
Multi-academy trust (MAT) disclosure
Total central services charges: £154,317
Central service charges are based on: 5% of school GAG income
Deficit funds: no schools are reporting revenue fund deficits
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6. Key changes 2018/19
Academies Financial Handbook 2019 (issued June 2019, effective from 1
September 2019)
This provides a summary of the key changes issued by the ESFA in their academies
financial handbook (AFH) and highlights the main changes that will impact your
Trust from 1 September 2019.

•

Clerk to the Board– Trust’s should appoint a clerk to support the Board of
Trustees who is someone other than a trustees, principal of chief executive of
the Trust.

•

Good estates management – DfE’s material on improving school resource
management should be referred to by Boards. This will help manage capital
assets and budgets.

•

Management Accounts – Monthly management accounts need to be prepared
and shared with the chair of Trustees. The Board must also consider them when
they meet. The format must include an income and expenditure account,
variation to budget report, cash flows and balance sheet. The Trust must select
KPIs and measure their performance against them regularly.

•

Gender pay gap – Trusts with 250 or more employees are required to publish
information on their website and on the government’s reporting website about
the gender pay gap of their Trust.

•

Executive pay – the Board must ensure its decisions about levels of executive
pay follow a robust evidence-based process. Their approach to pay and benefits
must be transparent, proportionate and justifiable.

•

Risk register – must be maintained and reviewed regularly in order to manage
risks. The register must include contingency and business continuity planning.

•

Whistleblowing – Trusts must have procedures for whistleblowing. There should
be at least one trustee and one member of staff who other staff can contact to
report concerns. All staff must be made aware of the whistleblowing process
and how concerns will be managed.

•

Internal scrutiny – a programme is required to provide independent assurance
to the Board that its financial and other controls, and risk management
procedures, are operating effectively. Focus should be on evaluation, offering
advice and insight and ensuring all categories of risk are being adequately
identified.

•

Secretary of State directions – where the Secretary of State has concerns about
an individual managing an academy trust, he may take action to address those
concerns. He can require the trust to remove a member of trustee.
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Appendix A – Pensions
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2. Financial performance overview

The McCloud Case – in summary

Effects of the McCloud judgement on your Trust

In summary, LGPS schemes have in place protections for older members as part of
the reforms which came into effect from 2014. Essentially, LGPS schemes put in
place a guarantee that older members would receive the higher of the benefits
payable under the new scheme or the old schemes.

Additional past service liabilities as at 31 August 2019
(included as a past service costs in this year’s expenditure)

£131,000

Additional projected service cost for the year commencing
1 September 2019

£23,000

On 15th July 2019, the government announced that it would bring forward
proposals to remedy this disparity in treatment between older and newer
members. The impact of the McCloud ruling on LGPS schemes is that the liability
to employers will increase and that employers will need to account for this
increase in liability.

The additional costs are very sensitive to assumptions made and are based on an
assumed real pay growth of 1.5% p.a. above CPI.

Whilst the UK Government is currently considering a remedy for those schemes
involved and the full extent of the impact on employers is unknown, the advice
given is that an increased liability does arise which should be recognised in the
2019 year-end financial statements.

Mercer Approach (page 8 of your actuary report)
Mercer have carried out some costings of the potential effect of McCloud as at 31
August 2019. based on the individual member data for this employer as supplied to
them in the 31 March 2016 actual valuation. The approach to the calculations is as
instructed by the administering authority after consideration of the categories of
members potentially affected, but in very broad terms calculates the cost of
applying a ‘final salary underpin’ to those active members who joined the Fund
before 1 April 2010 and would not otherwise have benefited from the underpin.
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Appendix B – EFSA Key Changes 2018/19
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6. ESFA Key changes 2018/19
Academies Accounts Direction 2018 – 2019 (issued April 2019, for
accounting periods ending 31 August 2019)
This provides a summary of the key changes issued by the ESFA in their annual
accounts direction (AAD) and highlights the main changes that will impact your
Trust.
•
•

•

•

•

•

•

Distribution of financial statements – requirements that a copy of the annual
report and financial statements are sent to every member and every person
who is entitled to receive notice of general meetings.
Categories of tangible fixed assets - to be aligned with the Sector Annual Report
and Accounts .

Pensions note – clarifying that Parliament guarantee regarding LGPS liability
relates to academy trusts not individual academies. TPS element updates to
reflect revised employer contribution rates that are expected from September
2019.

Reminder on regularity points:
•

Trusts must have a minimum of 3 members

•

Board of trustees must meet at least 3 times a year. If less than 6 times
they must explain in their governance statement how they have
achieved the appropriate oversight

•

Management accounts are shared with the chair monthly

•

The Trust has a written scheme of delegation, whistleblowing policy
and risk register in place

•

The Board has oversight of capital expenditure and funding

•

The Trust has an audit committee or a committee fulfilling the functions

•

Provision for internal scrutiny is independent and objective

Related party transactions – from 1 April 2019 all related party transactions
must be reported to the ESFA. Transactions in excess of £20,000 require prior
approval.

•

The audit committee or equivalent receive regular reports on the

•

Factors determining executive pay are clear and recorded

Irregular expenditure – clarified that this includes all alcohol and any excessive
gifts (including those purchased from unrestricted funds).

•

Minutes of various committees, and management accounts, have been

Capital grants – specifying the grants received for capital purposes and that
these have been spent on capital projects.

effectiveness of internal control

reviewed for indications of irregular transactions
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