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From the editor
Welcome to the Spring 2020 edition of our briefing for Schools.

In my last editorial I hoped that we’d now have more
certainty, and we do now know that we’ve formally left the
EU and the threat of VAT on fees has receded. However,
the new Conservative government will be responding to the
wishes of a broader base of MPs and voters which is likely to
lead to ever more demands on independent schools.
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Alex Gillespie’s article on assessing financial resilience is
therefore timely, as is Stuart Thompson’s paper on the
reputation challenge. Siobhan Holmes also continues her
series of checklists with questions to ask about your school’s
financial governance.
We include two technical updates on employment taxes and
matters to include in this year’s governors’ annual reports of
schools incorporated as large charitable companies. We also
provide tips for when you put your audit out to tender and
some pointers from the Academies sector.
I hope you enjoy this publication and do contact the authors
if you have any comments or questions.

Tracey Young
Partner and Head of Education
020 7969 5654
tyoung@haysmacintyre.com
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How schools assess their
financial resilience
In these uncertain times, we have seen
many organisations re-assess their financial
resilience. For schools, this is an opportunity
to reconsider their position and model, and
to ensure that they are resilient and future
proof to upcoming change. This article
explores some of the challenges they may
face.
We are living in unprecedented political times, both locally
and globally. Britain has left the EU, but remains in a
transition period, meaning the country and the economy
should be able to move forward with a little more certainty.
Businesses, including independent schools and charities,
are being challenged to deliver an increasing amount of
options and services with more limited resources and with
a greater level of public scrutiny than in the past.
Charitable schools are being asked difficult questions of
themselves with inevitable financial consequences. For
example, they are under pressure to:
•

Demonstrate value for money

•

Have a meaningful purpose and ethos

•

Maintain and develop outstanding estates

•

Deliver results in an increasingly competitive
marketplace

•

Operate with more limited free reserves

Therefore, many are asking: are we financially resilient?
What can we do to ensure we are financially future-proof?
The business model of many schools relies on core fee
income being received in advance of service delivery,
which allows a continued investment in estates and capital
projects. This means that many do not carry free reserves
(total unrestricted funds less fixed assets and investment
assets held within unrestricted funds, as defined in
the Charities SORP). As long as reserves and cash are
managed effectively, this shouldn’t create a problem
for schools over the shorter term, but a sudden change
in circumstances or financial shock or stress could put
schools under immense pressure.
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In assessing financial resilience, we have identified some
early warning signs that Governors should consider
periodically, in particular the impact of these signs on the
school’s financial model and forecasts, these include:
•

Unstable/inconsistent student numbers with a high
level of turnover

•

Poor organisational culture in relation to the control
of costs

•

Regular and significant over-runs on significant
capital projects

•

A need for increased levels of borrowing and
fundraising

•

The lack of integrated financial reporting throughout
the year, which tracks and reconciles income and
expenditure with the school’s cash flow, balance
sheet, funds and free reserves

We have explored the issues surrounding these challenges
in turn:
Income
Security of income is often one of the first measures
that commercial organisations analyse when considering
financial resilience. Schools are in an enviable position
as such a large proportion of their income is relatively
easy to forecast, received in advance, and (in comparison
to many) relatively steady year-on-year. However, there
are increasing challenges of affordability for parents in
uncertain economic times, leading to a higher turnover
and rate of student attrition than has been experienced in
the past. This increases the bad debt risk.
Schools should ensure that all forecasts and budgets
are stress tested to ensure that they can be adjusted for
a range of student enrolment, with warning signs built
into the model when numbers drop to a level that would
require a re-assessment of costs.
Supplementary commercial trading income is an important
source of income for schools. Opportunities to expand
or consolidate such activities could significantly improve
financial resilience. However, many activities can be a drain
on staff and resources, and therefore a full reconsideration
should be given to the true cost of running such activities.
Schools should ensure that all relevant direct and relevant
indirect costs relating to supplementary commercial
activities can be quantified, captured, and allocated
to the individual activities. We have seen a number of
instances where activities that have generated a significant
level of income do not actually generate surpluses for
re-investment in the school, once the true cost position
has been established and allocated to the activities.

Expenditure
The most financially resilient organisations have a strong
organisational culture focused on control of costs, and
a high level of accountability in relation to management
of costs and budgets. In order to address this risk,
schools should strive to have a joined-up approach to
the management of costs, in particular large projects
and contracts. On a macro level, this could simply mean
a greater integration of budgets and cash flow forecasts
across all facets of the school, including teaching, estates,
and catering. This would ensure that the implications
of all financial decisions and activities can be monitored
centrally, so that management can intervene should
any one area make decisions or commit funds that may
compromise another.
A robust procurement policy would assist with
implementing strategic plans, so that the school’s funds
cannot be committed until the relevant authorisation
or review has taken place. Many finance systems are
becoming increasingly sophisticated in relation to cost
management, preventing costs being incurred prior to a
central review and authorisation at the time a purchase
order is raised.
On a micro level, a culture of ’value for money‘ and
accountability over managing budgets is important.
Communication is often key to success here, so that
individual staff members have an awareness of the impact
of their financial decision making on the school’s overall
financial position. This may not be instinctive for many,
including those not involved in finance day-to-day, for
example teachers or estate management, so it may be
beneficial to consider offering training on the importance
of good financial governance to all staff.
Reserves
Whilst some schools are blessed with significant reserves,
many find that their unrestricted funds largely consist of
their estate and buildings for use over the longer term,
rather than liquid resources available for day-to-day use.
As a result of significant pressure and competition to
invest in estates and facilities, the business model of many
schools relies on the ability to spend fees and deposits
received in advance on capital projects, with any depletion
in free reserves being recuperated through unrestricted
surpluses generated in the future.
For many schools that adopt this model, there is an
acceptance that free (rather than total) reserves will be
nil throughout the year. There are risks attached to this
model, especially in the context of a potential shock to
the economy that could lead to a significant fall in income
or rise in expenditure. Schools should therefore ensure
that the full reserve position, including the liquidity of
each type of fund, is embedded and reviewed as part
of the management accounting process. A significant
deterioration in the free reserve position should be flagged
and assessed, so that remedial action on business plans
and cost base can be taken on a timely basis.

Governance and review of funding
A strong governance structure is essential for an
organisation to demonstrate financial resilience. Whilst
responsibility for day-to-day management of the school
is delegated to the Head, the Governors have overall
responsibility for the school’s finances, and must ensure
that they have appropriate skills across the board to
address any concerns. In instances where schools face
financial difficulties it is common that boards become
overly reliant on one financially qualified Governor to
guide the process, which puts both the school and the
Governor at risk. At this point, a review of the make up of
a school’s board of Governors, and the broader committee
structure in place to support the Governors, may be
beneficial. We have seen a number of instances where
the terms of reference of individual committees, such as
finance or audit, have not been updated for many years.
This could put the school at risk if the levels of delegated
authority assigned to individual committees are no longer
appropriate or effective.
If a school is suffering from short term cash pressures,
it may be possible for the Governors to approach an
existing or alternative lender for additional funding. Due
to the level of assets and estates held, many schools find
that they have a strong credit rating, and therefore there
are a number of options available to them. However, any
borrowing that is secured against charity property must be
reviewed by the Governors or an independent professional
in accordance with S124 of the Charities’ Act, to ensure
that the borrowing and the conditions of borrowing are in
the best interests of the charity. The Governors may also
be able to identify non-essential assets to be disposed
of (including by sale and leaseback). Where the causes
of financial difficulties are more ingrained, it may be
appropriate for the Governors to consider restructuring
measures, including reviewing and cutting costs, amending
or reducing activities, or agreeing a compromise with
creditors.
Whilst not an exhaustive list, I trust that the above is
food for thought when considering your school’s financial
resilience. With good thinking and quick action, schools
can move forward with confidence into the future.

Alex Gillespie
Senior Manager
020 7969 5540
agillespie@haysmacintyre.com
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The Reputation Challenge
Schools increasingly recognise the benefits
of a positive reputation. But are they doing
enough to build and protect them? What
more should they be doing?

The list of definitions is near endless but fundamentally
what it really boils down to is what people think of you. So
one of the cornerstones of good reputation management
is having a clear idea of what those expectations are.
That means being able to identify, get to know and
communicate with your stakeholders.

Recognising the challenge
We should recognise at the outset that reputation
management is not easy. It takes time, effort and
resources. However, if done well then it offers the prospect
of everything from enhanced pupil numbers through to the
ability to attract and retain the very best teaching staff. A
school that thinks about its reputation is also planning for
its future.

Your stakeholder family
Reputations are made up of often complex and
overlapping strands including trust, confidence,
competence, ability, standards, and fairness. They are
informed by a mix of fact, perception, reporting, instinct,
and relationships. So when building a reputation you need
to consider all of these elements.

Frankly we have all seen examples of poor reputation
management in schools. These range from leadership
issues through to incidents on school trips, poorly
managed projects and, of course, allegations about
teacher behaviour.
But these can be managed if the right systems and policies
are put in place. Where reputations come under particular
strain is when a school, or any organisation, hasn’t taken
appropriate steps in advance. In other words, they could
have done something to prevent it from happening but
didn’t.

So always be prepared to take the time to reflect on what
you tell your stakeholders and how you communicate with
them. Don’t blame them for any lack of understanding,
the problem could well be a result of your poor
communication.

What people look for in a reputation varies between
sectors and individuals and, at least in part, explains
why definitions of reputation can be a little difficult to pin
down. The Financial Times considers that:

Some opinions will, however, be more important to you
than others. Not all carry equal weight. Their relative
importance will come down to how influential they are on
the school.

“The term refers to the observers’ collective
judgments of a corporation based on assessments
of financial, social and environmental impacts
attributed to the corporation over time”

So typically, a political or regulatory audience, main
suppliers or customers would all rank highly in the
corporate sector. For charities and NGOs, what donors
think of you would be of critical importance. For schools,
parents are at the heart of their approach.

Leslie Gaines-Ross, author of Corporate Reputation
suggests it:

“Refers to how positively, or negatively, a
company or similar institution is perceived by its
key stakeholders such as employees, customers,
members of the media, investors, NGOs, suppliers
and financial analysts”
Paul Argenti and Bob Druckenmiller believe that it is
a “collective representation of multiple constituencies’
images of a company built up over time” (Reputation and
the Corporate Brand, 2004).
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Your stakeholders are those groups and individuals who
have an impact on the successful running of your school.
When you start engaging with them, you may be surprised
about their level of understanding. They can often come
to decisions or positions that you struggle to understand,
but in their eyes they are making completely reasonable
judgements based on the information available to them.

How you can build your reputation
The basis of any reputation should be being good at what
you do. If you aren’t delivering on ‘the basics’ then you are
always going to struggle. These ‘basics’ are more obvious
for schools than for many other types of organisations but
they may still need unpacking a little to see where your
efforts need to be placed.
What is often forgotten is that expectations change over
time. There will, of course, be a core of expectations
across any school. Everything from exam results through
to the environment of the school, but other issues may
come and go over time. The level of pastoral care and
direct access to help and support, to help mental health
services, have become an increasing important expectation
in recent years.

You have to make every effort to understand what the
expectations of the stakeholders are of the school so that
you can address them. Unless you are paying attention to
expectations of stakeholders then you will miss them.
So managing and protecting your reputation means
engaging with your stakeholders to find out what they
want and need.
Effective communication
What you need to do is think about how best to engage
with your key audiences. There can be an instant response
to rely on social media but if the audience isn’t there
then it can simply be a waste of time. Certainly a very
public form of communication may not be the best way
to deal with ongoing challenges. You may well prefer
that these are dealt with in a quieter way. Instead, direct
engagement may be a more effective option. However,
also think about other ways that you build your reputation.
Many organisations have gone down the route of thought
leadership, positioning themselves as the experts on the
issues that matter most to their stakeholders or help
strengthen the overall appeal of the school.
Communication when thinking in the context of reputation
management is about the media and social media but it
is also everything from your presence online through to
marketing materials and the expectations of staff and pupil
behaviour.
It might be easier to think of reputation as a bank account.
You pay in through good relations with stakeholders,
building dialogues and carefully considering all aspects of
your communications.
When things go wrong
The most obvious example of a direct threat to your
schools’ reputation is when something goes wrong. How
you deal with the incident or problem, how you react, how
well you communicate and keep people informed, will all
have an influence on your reputation.
Some reputations seem to be more able to survive than
others, more able to withstand a knock or two. They
are the ones with higher reputational capital in the first
instance, the ones with more in the bank. With each crisis
you are making a withdrawal. The lower it goes, the more
critical the impact on your reputation.

Schools also need to be aware of the dangers of excluding
governors. They need to be involved in setting policies,
goals and the future direction of the school with all the
direct responsibilities they have. So decisions about
reputation sit with them as much as with Heads and
Bursars.
You should never feel that you are alone when managing
reputation. It is not just that there is professional support
available, but former pupils, current and past parents
and local communities may be prepared to stand up and
defend you. That’s when you know that your work has
been having a benefit.
Certainly reputation management needs swift and effective
action when things go wrong but all the hard work should
already have been done in advance. The more hard work
that is put in, not only the less likely a crisis is to arise but
the better able you will be able to deal effectively with it.
Reputation management is risk management.
Five tips for reputation management
1. Identify your stakeholders and get to know them
better
2.

Audit your current communications, are they effective?

3.

Be honest about your weaknesses and address them

4.

Monitor what is being said about you and react, if
necessary

5.

Have a crisis plan in place for if something does go
wrong.

Stuart Thomson
Head of Public Affairs, BDB Pitmans
020 7783 3439
stuartthomson@bdbpitmans.com

However, it also depends on the type of crisis you are
facing as well. If it is something that goes to the very
heart of what you do as a school then it will be more
damaging. Anything that brings harm to a pupil would be
an example of such a fundamental challenge.
But also be aware of the dangers of glossing over an issue
or not addressing it properly. We have all seen, especially
recently in the charity sector, that the cover-up is always
more damaging that any initial incident itself. Therefore,
good reputation management needs a large degree of
honesty and a commitment to dealing with difficult issues.
It may also bring with it the need to display transparency.
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Questions to ask…
about your school’s financial
governance
The Governing Body is responsible
for ensuring the proper control of the
School’s finances, in addition to its overall
responsibility for determining the aims
and overall conduct of the school. We list
below some questions for Governors and
for the senior staff.
Strategy
1. What is our 3-5 year strategic plan?
2.

What difference do we want to make?

3.

How will we measure success?

4.

What are the challenges and barriers to success?

5.

What investment is required to deliver our strategy?

Financial procedures and policies
1. Do we have a register of financial policies?
2.

Are they regularly reviewed and approved by the
board?

3.

Do we have a finance manual detailing all finance
procedures?

Annual budgets
1. What are the underlying assumptions in the budget?
2.

What is the budgeted result for each fund?

3.

Does the budgeted result meet our longer term
financial strategy and reserves policy?

4.

Have we included a contingency in the budget?

5.

Is the budget achievable to deliver the objectives?

6.

What are the high risk areas of income?

7.

What costs can be eliminated if required?

Financial strategy
1. What is the financial position of the school, split by
different types of funds?
2.

What do we need in the short, medium and long
term, to fund our strategy?

3.

How does our financial model work?

4.

Are there restrictions on our funds?

5.

What are our risky income streams?

6.

What level of reserves do we need in the short,
medium and long term to mitigate risk, invest in
projects and meet our objectives?

Siobhan Holmes
Senior Manager
020 7969 5601
sholmes@haysmacintyre.com

Financial risk
1. What are our major financial risks?
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2.

How are we managing these risks?

3.

How do we know our internal controls are working?

4.

What is the risk of internal or external fraud?

5.

How are we managing restrictions on funds?
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Employment Taxes –
forthcoming changes
In April 2020 there will be significant changes
to the taxation of off-payroll workers with
personal service companies and also to the
cost of termination payments.
IR35 - A FINAL SUMMARY AHEAD OF 6
APRIL 2020
The changes to the IR35 rules for private sector medium and
large businesses, including independent schools, will come
into effect from 6 April 2020.
Note that academy schools have been required to operate
the IR35 legislation since 2017 when it was introduced to the
public sector.
A summary of the proposed changes includes the following:
•

The school, as the engager will be responsible for
operating the legislation which will apply where the
services are provided via an intermediary, typically
the worker’s personal service company (PSC) but who
would otherwise be considered an employee of the
school

•

Where the PSC is supplied via an agency, or agency
supply chain, the agency closest to the worker in the
supply-chain will be responsible for operating PAYE and
Class 1 National Insurance on the fees paid

•

Where the school is deemed to be small, the
intermediary will retain responsibility for operating the
legislation

•

The legislation will only apply to medium and large
sized businesses

•

A separate turnover test will apply where a school is an
unincorporated business

•

The rules will only apply for employment tax purposes
which will include PAYE and National Insurance,
but the business may also be liable for additional
Apprenticeship Levy payments

The school’s responsibilities
Where the legislation is due to apply on payments made to
an off-payroll worker, the school must provide the worker and
any agency in the supply-chain with details of their decision
as to whether the legislation will apply.
The decision, which determines whether the worker would be
a direct employee of the engager were it not for the presence
of the intermediary, must be provided within 31 days.

TERMINATION PAYMENTS - FURTHER
CHANGES FROM 6 APRIL 2020
Following the introduction of the post-employment notice
pay rules which came into effect from 6 April 2018, there
is one further change which schools will need to consider
from 6 April 2020.
Prior to 5 April 2020 only income tax will be due on
termination payments which exceed £30,000. However,
following changes to the National Insurance legislation,
any payments made in excess of £30,000 will not only be
liable to income tax but also Class 1A National Insurance
at 13.8%.
At the time of writing we are still awaiting details of any
supplementary reporting which will need to be made to
HM Revenue & Customs. However, the Class 1A National
Insurance liability will need to be paid in ‘real time’ for
payroll purposes.

Right of appeal
The draft legislation makes provision for a right of appeal
against the decision. The school must respond within 45 days
setting out the reasons why they believe the legislation is
applicable or provide confirmation that they have changed
their mind and the worker is not caught by the legislation.The
legislation does not provide the right of appeal to HMRC and
it will be a matter for the two parties to resolve. However,
HMRC will be issuing guidance to help resolve disputes,
which at the time of writing is still awaited.

Schools will need to consider the above change and
the additional cost when terminating an individual’s
employment. If a school is looking at any restructuring
which may result in a reduction in ‘head-count,’
consideration should be given to bringing forward
the termination dates, including the payment of any
termination packages, to before 6 April 2020. Doing so
may help save the cost of National Insurance.

Transfer of debt
Where there is a failure by any intermediaries within the
labour supply-chain to operate PAYE and Class 1 National
Insurance, the legislation provides HMRC with powers
to recover any unpaid liabilities from, typically, the first
intermediary in the supply-chain. The Government has stated
that the powers are only to be applied in cases of deliberate
default or where the arrangement is part of a structured tax
avoidance scheme.

STOP PRESS: HOLIDAY PAY FOR
TERM-TIME WORKERS

What should schools be doing now?
Schools should be reviewing both their existing worker
supplier-chain and the contractual arrangements in place to
see whether the proposed IR35 legislation will apply.
Failure to fully consider the implications of the draft could
result in the business facing significant liabilities, not only tax
and National Insurance but also interest and penalties.

From 6 April 2020, changes will be made to the
calculation of Holiday Pay.
Holiday Pay reference period
Under the Working Time Regulations 1998, employers
must give their employees 5.6 weeks of holiday leave
every year (calculated pro-rata for part-time employees).
When managing leave for employees with variable work
hours, employers currently use a reference period of 12
weeks to work out the appropriate amount of holiday pay.

What has changed?
From 6 April 2020 the reference period for calculating
holiday pay for variable hours workers will increase from
12 to 52 weeks.
•

The 52-week reference period will function in the
same way as the previous 12 week period:

•

Employers must count back across the last 52 weeks
that the employee has worked, and received pay

•

Weeks in which no pay was received will not be
counted towards the 52 week average

•

In situations where employees have worked for less
than 52 weeks, employers should use as many full
weeks of work as possible to calculate holiday pay

•

Contractually obliged overtime worked during the
reference period must also be included in holiday pay

Employers will need to consider changes to their existing
arrangements, policies and procedures to ensure they will
be able to correctly calculate holiday pay entitlements from
6 April 2020.
I will cover this topic in more detail in the next edition of
Schools Briefing.

Nick Bustin
Employment Tax Director
020 7969 5578
nbustin@haysmacintyre.com

The Harpur Trust case identified problems concerning the
calculation method, often putting variable (such as
term-time only) hours workers at a disadvantage.

The Government has launched a review of the IR35
legislation
The Government announced on 8 January 2020 a review into
the implementation of the IR35 legislation.
The review will not delay the introduction of the legislation
and the Government has stated that it (the review) will
determine if any further steps can be taken to ensure the
smooth and successful implementation of the reforms.
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New narrative reporting
requirements for charitable
companies
The Companies (Miscellaneous Reporting) Regulations 2018 (‘the Regulations’) take effect
for accounting periods commencing on or after 1 January 2019, which means that they will
need to be taken account of in drafting your 2019/20 report and accounts.
The Regulations introduce additional narrative reporting
requirements for charitable companies which do not
qualify as small or medium-sized companies as defined
by the Companies Act 2006. This means that schools that
are charitable companies and which exceed two out of the
following three thresholds for two consecutive accounting
periods will need to include the additional narrative in their
strategic report:
•

Turnover > £36m

•

Gross assets > £18m

•

Number of employees > 250

The Regulations require the Governors, in their capacity
as company directors, to explain in the strategic report
how they have had regard to their duty under S172 of the
Companies Act 2006. This duty is to act to promote the
success of the school whilst having regard to:
•

The long term consequences of decisions

•

The interests of the company’s employees

•

The need to foster business relationships with
suppliers, customers and others

•

The impact of the company’s operations on the
community and the environment

•

The desirability of the company maintaining a
reputation for high standards of business conduct

•

The need to act fairly as between members of the
company

To assist charitable companies in making these disclosures,
the SORP-making body published SORP Information
Sheet 3 in September 2019, which provides guidance
on the application of the Regulations to the Trustees’
annual report. Information Sheet 3 recommends including
the S172 statement within the ‘achievements and
performance’ narrative and schools which present their
annual report in a different format should include the new
statement in a suitable part of their report, ensuring that
this falls within the separately identified ‘strategic report’.
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The Regulations also require large companies to include,
in addition to the S172 statements previously stated,
a statement summarising the effect of the Governors’
regard for fostering relationships with suppliers, customers
and other stakeholders on the ‘principal decisions taken
by the company’ during the financial year. Whilst this
is technically a separate requirement from the S172
statement, it would be permissible, and perhaps advisable,
to include both statements together.
The Regulations also introduce expanded requirements
for the Governors’ report in respect of engagement with
employees, to summarise how the directors have gone
about:
•

Providing employees with information on matters of
concern to them as employees

•

Consulting employees, or their representatives, on
a regular basis so that their views can be taken into
account in decision-making

•

Achieving a common awareness on the part of all
employees of the financial and economic factors
affecting the performance of the company

This requirement applies to all companies with more than
250 employees, so it has wider application than the other
requirements introduced by the Regulations.
Each school’s response to these new requirements will
be unique and particular to the school’s circumstances,
so a standardised or boilerplate narrative is unlikely to
be compliant. It should be remembered that the school’s
auditors are required to make a specific statement in
their report on the statutory accounts as to whether the
Governor’s report and strategic report have been prepared
in accordance with the requirements of legislation, which
will include consideration of the adequacy of these new
statements. It is therefore important for Governors to start
to consider now how they intend to fulfil these reporting
requirements in their 2019/20 reports.

Tom Brain
Audit Technical Director
020 7969 5670
tbrain@haysmacintyre.com
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Tendering your audit: top
tips and key things to consider
We are at the time of year when many schools
are considering the reappointment of their
auditors, and whether it is the right time to go
through an auditor selection process.
As an auditor, and finance committee member, I have
experienced tender processes from both sides of the table.
One of the things I value most as an auditor going through a
tender process is the opportunity to visit the school and meet
with members of the team. Such a visit gives the opportunity
to get to know the school and build an understanding of its
key issues and requirements from the audit service. It also
helps me when I am looking to assign a wider team which will
be a good fit for the school.
That said, schools will sometimes be concerned that visits by
firms will take a considerable amount of time. It is perfectly
acceptable to set a time limit for the length of visits, or be
prescriptive about the timing of those visits around the needs
of the school. For this reason, I would also recommend
prior research before starting the tender exercise to agree a
relatively short ‘long list’ of firms to approach for the tender
exercise. Speaking with other Bursars or Governors of
comparable schools to gain an understanding of which audit
firms they use and their experiences of those firms should
give a good starting point.
As an auditor, I would always urge schools to be clear about
why they are entering a tender exercise and ensuring that
it’s the right time to do so. This doesn’t mean that you need
to set out determined to make a change (and if you’re an
existing haysmacintyre client, I would of course advise against
that!) but it is worth critically considering whether it is the
right time before beginning the exercise. I have, on occasion,
reached the end of a tender process to be informed that no
change will be made on the basis that it’s not the right time
due to other circumstances, and this is quite dispiriting given
that considerable time goes into a tender process by the
school and each firm involved.
As a finance committee member, I was looking for the
auditors selected to show me that they had understood our
requirements and that they had spent enough time during the
selection process asking questions and building a knowledge
of the charity. Whilst not a formal part of our selection criteria,
I spent time with the Finance Manager to understand their
interaction with each of the firms and the level of information
requested as part of the process.
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When running tender processes in the past (as a committee
member) I have set page limits. This helped me to receive
a focused document which met our requirements, without
unnecessary material. As an auditor, this can be a rather more
difficult challenge, but overall this works well as long as the
page limit is realistic for the amount of information requested.
It is important that the right people are around the table from
both sides. For this reason, I’d always recommend setting
dates far in advance to ensure that Governors, management
and the core team from the auditors can attend. It is also
helpful to consider who else should be there. For example,
if the school has complex VAT or tax issues which will be
discussed at the presentation, attendance by specialist team
members may be beneficial.
This may sound obvious, but as a Trustee I wanted to ensure
that I met the core team I’d be dealing with. I fully accepted
that they may not be the best salespeople the firm has – but
that didn’t matter. I wanted to get a sense of their knowledge
and understanding of the organisation and of the wider sector
too. It’s also very important to ensure that the fit between
auditor, Governors and management is a good one as this
helps a smooth working relationship.
And finally, on both sides, communication is really important
for the process. From the perspective of a trustee, if a firm
doesn’t wish to be involved in the process or doesn’t have
the capacity to complete the work it’s really helpful to know
sooner rather than later, especially as it may mean that we
can then offer the opportunity to another firm.
From the perspective of an auditor, it’s helpful to know
key dates in advance so that the right team members are
available and, of course, we’d always rather know sooner than
later once a decision has been made!

Steve Harper
Director
020 7969 5608
sharper@haysmacintyre.com
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No alcohol and more
regulation?
In a world of increasing regulation, what
can independent schools learn from the
academies sector and how is this relevant
to your school?
Most independent schools in England and Wales are
registered charities and so must abide by the rules set
by the Charity Commission. Academy schools, whilst
established to be operationally independent, are regulated
by the government via the Education, Skills and Funding
Agency (ESFA). In this article, we look at the differences in
regulation, and analyse what this means for independent
schools.
No alcohol
In 2019, all academy schools were prohibited from
purchasing alcohol. This seems like a logical step, given
that academy schools are publicly funded, and that
the purchase of alcohol is not related to their primary
purpose for the provision of education. This ban has put
an end to a glass of wine being provided to staff at their
annual away day, the staff Christmas lunch or to parents
at a parents’ evening. No bottles of champagne can be
purchased with school funds for gifts to staff. But could
this ever be a rule enforced by the Charity Commission? It
seems unlikely, given many charities hold large charity gala
dinners to fundraise.
So how is this new rule relevant for independent schools?
In an era of tightening budgets, particularly with the
dramatic increase in employer contributions to the
Teachers’ Pensions Scheme (TPS), it is an opportunity for
independent schools to look at their annual spend and
to cut areas which are not considered necessary for the
retention and recruitment of pupils and the education and
pastoral care of the students.
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Looking ahead
Now that the uncertainty over the future of independent
schools has lessened following the results of the December
2019 election, your school may be letting out a big sigh of
relief. However, schools cannot become complacent and
must continue to look ahead.
Academies are required to submit their budgets to the
ESFA for the next academic year, by May of the current
year. They also are required to submit three-year budget
forecasts. Auditing regulations for assessing the going
concern assumption, and the ability for schools to keep
afloat and operate a year from the date that the statutory
accounts are signed have tightened. This means that your
auditors will require more information such as budget,
cash flow forecasts and potentially three-year projections,
so that they can assess the going concern assumption in
greater depth. They may also ask for the school to conduct
a sensitivity analysis.
Does your school look ahead more than one academic
year? Does your school produce cash flow forecasts as
part of the management accounting pack? If not, now
is the time to consider this to focus the minds of the
Governors to the future of your school.
Management reporting
How often does your school produce management
accounts for review at committee or board level? Usually
most independent schools will produce management
accounts three times annually (aligning with school terms).
Academies are required to prepare management accounts
monthly and these must be circulated to the Finance
Committee in a timely manner. The ESFA have prescribed
the management accounts to include:
•

Income and expenditure summary

•

Actuals vs budget variance with commentary

•

Cash flow

•

Balance sheet

When your school is in a good financial position, you may
not consider it necessary to carryout monthly reporting
and include all the items above in the management
account pack. Financial oversight is incredibly important.
Whilst not prescribed by the Charity Commission, this is
certainly something that your school should consider going
forwards.
Financial controls and oversight
All academies are now required to send an annual internal
scrutiny report to the ESFA. They are required to report on
their school’s:
•

Risks and how they are managed with specific
reference to their risk register

•

Controls and how they have addressed any control
weaknesses

•

Compliance with financial and other controls

The importance of good financial oversight cannot
be ignored. Reviewing your risk register properly and
having plans in the event of a crisis or failure is essential.
Reports must be made to the Charity Commission in the
event of a serious incident. Serious incidents encompass
a wide spectrum of issues, which can be found on the
Charity Commission website. It is important for Trustees/
Governors to familiarise themselves with the process and
what is classified as a serious incident to ensure that these
are appropriately reported.

In conclusion
Although academy schools are different to independent
schools in many ways, we can learn a great deal from
how they are directed by the ESFA regarding financial
oversight. Most schools will rightly argue that they have
been adopting similar and indeed better procedures since
before academies came into existence! Whilst
staff-only events may not and perhaps should not become
alcohol-free in your school, the procedures for budgets
and management accounts need to be considered. With
regulations and costs rising, together with the
ever-increasing challenge of pupil numbers, looking ahead
is essential. Providing meaningful management accounts
and timely risk assessments will assist the school’s
Governors in their oversight of the school’s current and
future position.

Emma Gabe
Manager
020 7396 4330
egabe@haysmacintyre.com
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Upcoming schools events
and seminars programme
We have one of the largest charity and not for profit teams in the country, acting for over
700 clients. Our team of specialists host topical seminar updates, alongside speaking at other
organisations’ events – presenting the latest developments within the not for profit sector.
Trustee training: Introduction to charity
finance and reporting
Tuesday 3 March 2020
13:30 - 17:00
haysmacintyre, 10 Queen Street Place
London EC4R 1AG

Trustee training: What every trustee
should know
Thursday 19 March 2020
9:30 - 17:00
Cazenove Capital, 1 London Wall Place
London EC2Y 5AU

AGBIS Conference
Wednesday 11 March 2020
9:00 - 16:30
Queen Elizabeth II Centre (QEII)
London SW1P 3EE

Bi-annual update for independent schools
Thursday 30 April 2020
15:00 - 18:00
haysmacintyre, 10 Queen Street Place
London EC4R 1AG

Bi-annual charity update
Thursday 12 March 2020
9:00 - 12:30 or 14:00 - 17:30
haysmacintyre, 10 Queen Street Place
London EC4R 1AG

ISBA Annual Conference
Tuesday 12 May - Wednesday 13 May 2020
9:00 - 17:00
The International Convention Centre (ICC)
Birmingham B1 2EA

To book your place at any of the events,
please visit haysmacintyre.com/events
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