Academies Specialist Assignment Manual
Version 9.0

What’s changed?

We are pleased to issue an update to your Mercia Academies Specialist Assignment Manual (SAM) (version 9.0, dated 07/18).  The principal technical changes in this update relate to:

Updated Education & Skills Funding Agency requirements
The Education & Skills Funding Agency issued its Accounts Direction 2017 to 2018 in June 2018.  This Accounts Direction must be used by academy trusts preparing annual reports to 31 August 2018.  We have updated the pro-forma accounts, accounts disclosure checklist and other relevant forms and guidance to reflect changes made to the 2018 reporting requirements.
Relevant forms and guidance on regularity reporting within the Academies SAM have also been updated to reflect the Academies Financial Handbook 2017, which became effective on 1 September 2018.

Teachers’ Pensions End of Year Certificate reporting
Teachers’ Pensions have published Reporting Accountant Guidance TP05 for 2017/18 which contains information on reporting requirements pertaining to the Teachers’ Pensions End of Year Certificate (EOYC).  Documentation and guidance for this engagement have been updated in the manual to reflect the updated requirements.  The EOYC reporting engagement has a filing deadline of 28 September 2018.

Other changes

This update also includes revisions relating to the following matters:

· changes to the FRC’s Auditing Standards effective for audits of financial statements for periods commencing on or after 15 December 2017;

· General Data Protection Regulation and other relevant legislation becoming effective;

· updated ICAEW guidance on the use of disclaimer paragraphs to help manage risk and liability to third parties; and
· implementation of changes required by the 2017 Money Laundering Regulations and CCAB Anti-money laundering guidance for the accountancy sector 
Appendix II and Appendix III provide further details on these other changes
And finally, you may notice that PDF versions of the fair copy documents have been added to your manual as separate subfolders within Sections E, F and G. For those subscribers who use Microsoft Office 365, we are aware of certain issues which can affect the appearance of the forms within the manual, and we are therefore pleased to offer PDF versions of the affected documents in order to allow completion of these documents.  

A full list of all the changes made in this update can be found in Appendix IV.

Specialist training
If you would like specialist training on key changes affecting academy reporting in 2018 or have team members who require an introduction to academies, you may be interested in our one hour online specialist courses in these areas.  Visit www.mercia-group.co.uk/Online/Webinars to find out more.

Our next Academies Update Conference is also running on 6 September 2018.

Contact us 

We are always pleased to receive feedback on our manuals, including any improvements that you would like to see incorporated.  Please contact me or my colleague David Smith if you have any comments to make.  Our contact details can be found in Appendix I below.
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Jenny Faulkner ACA
July 2018
Contact us

	Administration queries:


	Karina Johnston at karina.johnston@mercia-group.co.uk


	I.T. related queries:


	David Hirst or Doris Vargas at david.hirst@mercia-group.co.uk or doris.vargas@mercia-group.co.uk


	Mercia website login details requests:


	www.mercia-group.co.uk/Account/Recovery


	Technical queries:


	http://www.mercia-group.co.uk/technicalqueries and submit your query using the form provided. 



	General Mercia technical manual enquiries:
	Jenny Faulkner at jenny.faulkner@mercia-group.co.uk or David Smith at david.smith@mercia-group.co.uk


	Telephone:
	0116 258 1200


Appendix II – Revised FRC Auditing Standards 2017

In July 2017 the FRC issued revisions to:

· ISA (UK) 250 Section A - ‘Consideration of Laws and Regulations in an audit of Financial Statements’;

· ISA (UK) 330 ‘The Auditor’s Response to Assessed Risks’; and

· ISA (UK) 505 ‘External Confirmations’.

The revisions to ISA (UK) 250 Section A reflect changes made to the International Code of Ethics for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA). The International Auditing and Standards Board (IAASB) made revisions to ISA (UK) 250 Section A to align with the requirements of the revised Code. The standard was further revised in December 2017 for the Fourth Money Laundering Directive and the withdrawal of Practice Note 12 on Money Laundering.

The revisions to ISA (UK) 330 and ISA (UK) 505, and the withdrawal of Practice Note 16 – Bank Reports for Audit Purposes in the United Kingdom, have implications for firms and their approach to obtaining bank confirmations.

Laws and regulations

In July 2017 the FRC revised ISA (UK) 250: Consideration of Laws and Regulations in an Audit of Financial Statements and made conforming amendments to other ISAs (UK). The limited revision concerned updates in July 2016 to the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (the IESBA Code) to address the professional accountant’s responsibility in relation to non-compliance with laws and regulations (NOCLAR).

In response to these changes, the IAASB issued a revision of ISA 250: Consideration of Laws and Regulations in an Audit of Financial Statements, making limited amendments to ISA 250 (Revised) in order to address actual or perceived inconsistencies of approach between the NOCLAR provisions in the revised IESBA Code and the ISAs.

The FRC made the same amendments to ISA (UK) 250 with necessary conforming amendments to other ISAs (UK) to:

· clarify the requirement regarding the auditor’s determination of whether to report identified or suspected NOCLAR to an appropriate authority outside the entity and the auditor’s duty of confidentiality, in order to recognise the different provisions of laws, regulations, or relevant ethical requirements;

· highlight that the auditor may have additional responsibilities under law, regulation or relevant ethical requirements, including possible documentation requirements and communicating to other auditors;

· enhance the consideration of the implications of NOCLAR on the audit, for example, the reliability of management’s representations, the implications for the auditor’s report, and the consideration of whether to withdraw from the engagement; and

· emphasise the fact that, in certain cases, communication with management or those charged with governance may be restricted or prohibited by law or regulation, for example tipping-off provisions that might prejudice an investigation by an appropriate authority into an actual, or suspected, illegal act.

Further revision to ISA (UK) 250A in December 2017 and withdrawal of PN 12

The FRC issued a further revision in December 2017 to provide revised guidance on the auditor's responsibilities in respect of money laundering, terrorist financing and proceeds of crime legislation in the UK. An appendix was added following consultation with HM Treasury, HM Revenue and Customs and the National Crime Agency. The new ISA (UK) is effective for audits of financial statements for periods commencing on or after 15 December 2017.

Since this Appendix supersedes the guidance that had been included in Practice Note 12 Money Laundering, this Practice Note was withdrawn.

Relevant documents within the completion section have been updated to include relevant prompts and guidance in relation to the audit of laws and regulations and the auditors’ responsibilities therein. Some minor best practice amendments have also been incorporated into this update. 

Bank confirmations

In July 2017 the Financial Reporting Council (FRC) withdrew Practice Note 16 (Bank Reports for Audit Purposes in the United Kingdom) and made conforming revisions to:

· ISA (UK) 330: The Auditor’s Responses to Assessed Risks; and

· ISA (UK) 505: External Confirmations.

PN16 was an unusual departure from the general principle that PNs exist to apply the risk-based audit methodology set out in ISAs (UK) as it set out the process that auditors should follow when requesting bank confirmation letters, and provided an agreed and consistent process, supported by templates issued by the British Bankers’ Association (now integrated into UK Finance) for doing so. The amendments have the effect of streamlining and integrating the guidance relating to obtaining bank reports for audit purposes into the auditing standards.

Amendment to ISA (UK) 330

A50 of the application material is amended to state:

“The auditor may determine that external confirmation procedures performed for one purpose provide an opportunity to obtain audit evidence about other matters. For example, confirmation requests for bank balances often include requests for information relevant to other financial statement assertions. Such considerations may influence the auditor’s decision about whether to perform external confirmation procedures.”

Additional guidance has been inserted as follows:

“In the UK, depending on the auditor’s risk assessment, the auditor considers whether confirmation is needed in relation to additional information such as trade finance transactions and balances or information about guarantees and other third party securities, in addition to the confirmation of balances and other banking arrangements usually provided in such a request”.

Amendment to ISA (UK) 505 – External Confirmations

An additional footnote is added. This reads as follows:

“Pro-forma templates to obtain bank confirmations in the United Kingdom which have been agreed with the British Bankers’ Association on behalf of the industry can be found at: https://www.bba.org.uk/policy/financial-and-risk-policy/financial- reporting/audit/instructionsforusing-pn16-templates/”

The bank and cash audit programme has been amended to highlight that bank letters should be sent based on the firms risk assessment. 

As a result of the changes made to ISA (UK) 250 and ISA (UK) 330 outlined above, conforming amendments were made to the following:

· ISQC (UK) 1
Quality Control for Firms that Perform Audits etc.

· ISA (UK) 210
Agreeing the Terms of Engagement

· ISA (UK) 220
Quality Control for an Audit of Financial Statements

· ISA (UK) 240
The Auditor’s Responsibilities Relating to Fraud

· ISA (UK) 260
Communication with Those Charged With Governance

· ISA (UK) 450
Evaluation of Misstatements Identified During the Audit

· ISA (UK) 500
Audit Evidence

· ISA (UK) 505
External Confirmations

The effective date for the revisions to standards is for the audit of financial statements for periods commencing on or after 15 December 2017. The effective date aligns the changes with the FRC’s revision of ISA (UK) 250.

A full list of all the changes made in this update can be found in Appendix IV.
Appendix III - Other changes

General Data Protection Regulation (GDPR) and Engagement Letters

Further to our GDPR (General Data Protection Regulations) and Engagement Letters email alert sent on 11 June 2018, we have updated our example ‘Terms of Business’ within the example letters section of the manual to include updated data protection terms. 

The updated terms of business should be used with immediate effect.  Further guidance on privacy notices was included in the email alert.
Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017 and finalised CCAB Anti-Money Laundering Guidance for the Accountancy Sector

Money laundering forms and guidance in section A of this manual have been updated for changes required under the Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017 and CCAB Anti-Money Laundering Guidance for the Accountancy Sector.

Notable changes arising from the new regulations and revised CCAB guidance include a revision to wording in relation to verification of beneficial owners leading to additional prompts to verify, on a risk sensitive basis, the identity of beneficial owners as well as there being a number of additional prompts driven by, for example, the National Risk Assessment and updated requirements relating to Politically Exposed Persons (PEPs).  For most academy trusts there will be no beneficial owner.  The guidance notes in section A of this manual have also been updated to reflect updated guidance issued by the Joint Money Laundering Steering Group (JMLSG) relating to state funded schools.
ICAEW Technical Releases

Further to our email alert on 30 May 2018, regarding ICAEW Technical Release 01/03AAF (Revised) The Audit Report and Auditors’ Duty of Care to Third Parties, we have updated the audit reports in section C of your manual.  The Technical Release provides updated guidance on the positioning of the ‘disclaimer’ paragraph that the ICAEW recommend is included in an auditor’s report to help manage the risk of liability to third parties (also referred to as ‘Bannerman Clarification Language’).
The guidance now recommends that this paragraph is positioned at the final section of the audit report, directly preceding the auditor’s signature. The example given in the technical guidance includes the paragraph under the subheading ‘Use of our report’.
We have also made minor changes to the letters of representation and engagement letters to reflect best practice recommendations made within ICAEW Technical Release 04/02AAF Management Representation Letters: Explanatory Note and its engagement letters helpsheet.

Smaller entity audit documentation

In June 2018, the FRC withdrew Practice Note 26: Guidance on Smaller Entity Documentation (PN26).  References to PN26 have therefore been removed from guidance accompanying the freeform planning approach within your manual.  This documentation may still be used for small, or non-complex, engagements as the foundation of a high quality, compliant and proportionate audit approach.
A full list of all the changes made in this update can be found in Appendix IV.
Appendix IV - Detailed list of changes

Set out below is a list of all the documents that have been revised in this update, along with a brief explanation of how they have changed.  If you keep a hard copy version of the manual please print and replace the previous version.
If you would like a hard copy of the manual, please contact us on 0116 258 1200 or send an email to karina.johnston@mercia-group.co.uk.  There is a £25 administration charge for this service.

Pages to be changed



Main reason for change

	Section A – Guidance notes


	
	

	
	
	

	· 2 - Getting started for new manual users


	-
	Updated for the changes made in this update.



	· 3 - Update 07/18 - What’s changed
	-
	A copy of this guidance has been added to this manual.



	· 4 - Creator - getting started
	-
	Updated for the changes made in this update.



	Section B – Example letters


	
	

	· All documents
	-
	References to relevant AAD updated.

	
	
	

	· 3.1 to 3.2 - Schedule of professional services (audit)
	-
	Updated to include reference to sharing of the audit findings report within the Department for Education for decision making purposes as noted in AAD 2017 – 2018 and to reflect best practice guidance from ICAEW.


	· 3.4 - Schedule of professional services (Teachers’ Pensions)
	-
	Updated to reflect tripartite engagement terms included within TP05 (FY17/18 Version 1) and a note that at the date of publication of this manual, ICAEW are advising firms to proceed with caution using this guidance and, where necessary, to use professional judgement to make appropriate changes to the scope of engagement, which should be agreed with the client and/or Teachers’ Pensions.


	· 3.5 - Schedule of professional services (Accounts Return)
	-
	Updated terms to reflect expected 2018 reporting requirements based on 2017 guidance.  Should the requirements for this engagement change upon publication of the August 2018 Accounts Return we will inform you via an email alert.


	· 4 - Terms of business
	-
	Updated ‘Data Protection’ section. 

See Appendix III for further guidance.

	
	-
	

	· 5 - Letter of representation
	-
	Initial paragraph confirming directors’ responsibilities updated as per best practice guidance issued by the ICAEW.
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Main reason for change

	Section C – Example reports


	
	

	· All documents
	-
	Updated references to AAD 2017 - 2018 and replaced Education and Skills Funding Agency with Education & Skills Funding Agency.


	· 1 & 2 - Audit report and groups audit report

	-
	References updated in line with AAD 2017 - 2018 and auditor disclaimer paragraph (‘Bannerman clarification language’) relocated in line with updated ICAEW guidance (TECH 01/03 Revised).


	· 3 - Teachers’ Pensions report
	-
	Updated to reflect updated TP05 (FY17/18 Version 1) reporting requirements and guidance.


	· 5 - Report to management
	-
	Updated heading of document in line with AAD 2017 - 2018 description (Audit Findings Report).


	· 6 & 7 - Statement on regularity, propriety and compliance and assurance report on regularity


	-
	Updated in line with examples and guidance in AAD 2017 - 2018. 

	Section D – Example accounts


	
	

	· 1 - Proforma accounts (SORP 2015)
	-
	Updated to reflect updated guidance and requirements deriving from changes to legislation and AAD 2017 - 2018, including:

	
	
	· Trustees report:

	
	
	· inclusion of tables for disclosure in line with Trade Union (Facility Time Publication Requirements) Regulations 2017 - further guidance on requirements in this area can be found at www.gov.uk/government/publications/trade-union-facility-time-publication-requirements;

	
	
	· reference added to fundraising reporting requirements in Charities Act section 162A;

	
	
	· SOFA expenditure analysis amended to show ‘Grants’ in line with AAD 2017 - 2018 guidance;

	
	
	· Fixed asset analysis amended in line with AAD 2017 - 2018;

	
	
	· Funds note disclosures amended in line with AAD 2017 - 2018;

	
	
	· Additional notes for ‘grants’ and teaching school activities and removal of separate disclosure for apprenticeship levy expenditure.
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Main reason for change

	Section E – Disclosure checklists


	
	

	· 1 – A32 Accounts disclosure checklist (SORP 2015)

	-
	Requirements added in line with Trade Union (Facility Time Publication Requirements) Regulations 2017.  – Further guidance on requirements in this area can be found at www.gov.uk/government/publications/trade-union-facility-time-publication-requirements


	
	-
	Trustees report financial review requirement added to explicitly state in-year surplus or deficit and the actual position of reserves as required by AAD 2017 - 2018.



	
	-
	Amendment to related party transaction disclosure requirements as outlined in AAD 2017 - 2018.


	
	-
	Requirement for separate note in relation to teaching schools added.



	
	-
	Other minor amendments and reordering deriving from changes to AAD 2017 - 2018.


	· PDF

	-
	New subfolder to include a PDF of disclosure checklist. 


	Section F – Permanent file documents



	· PF1 - New client checklist & Existing client checklist
	-
	Updated to reflect provisions of the 2017 Money Laundering Regulations and finalised CCAB guidance. 

See Appendix III for further guidance.

	
	
	

	· PF3-R - Regularity risk analysis
	-
	Updated to reflect requirements of Academies Financial Handbook 2017, including updated references and inclusion of specific prompts relating to executive pay and repercussive transactions.


	· PDFs


	-
	New subfolder to include PDFs of permanent file documents. 

	
	
	


	 Section G – Current file documents (group and individual)


	· I5-1 - Bank and cash audit programme
	-
	Amended test 1 to reference that requesting bank letters is based on the auditor’s risk assessment. 

See Appendix II for further guidance.



	· J5-1 Expenditure and creditors audit programme
	-
	Updated tests 2, 3 and 4 to refer to novel, contentious and/or repercussive transactions.



	· K3-1 - Provisions, contingencies and commitments audit programme
	-
	Updated test 9 to also refer to those charged with governance in relation to enquiries and obtaining written confirmations when auditing laws and regulations.



	· K5-2- Provisions, contingencies and commitments audit programme
	-
	Deleted test 27 as now a duplication of test 9. Subsequent renumbering.



	· TP - Teachers’ Pensions work programme
	-
	Updated to reflect agreed-upon-procedures requirements from TP05 (Version 1) including wording from amended sampling requirements, updated references and requirement to agree total payments figure to email(s) from Teachers' Pensions.
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Main reason for change

	Section G – Current file documents (continued)


	· A31-2 - Audit completion checklist
	-
	Evidence - additional cross reference for test 2 - ISA (UK) 250A. 

See Appendix II for further guidance. 



	· A31-3 - Audit completion checklist
	-
	Evidence - amended test 7 for ISA (UK) 250A to refer to ‘identified or suspected’ non-compliance with laws and regulations. 

See Appendix II for further guidance. 



	
	-
	Evidence - new test 8 for ISA (UK) 250A for when sufficient evidence is not obtained for suspected non-compliance with laws and regulations and assessment on audit opinion. Subsequent tests renumbered.




	·  A31-5 - Audit completion checklist
	-
	Client communication - new best practice test 4 –enquiring of management representation letter signatories how they obtained comfort that their representations have substance. 

See Appendix II for further guidance. 



	
	-
	Updated test 6 for ISA (UK) 250A to refer to reporting responsibilities for non-compliance with laws and regulations and reporting to external third parties such as the NCA. 

See Appendix II for further guidance. 



	· A52-1 - Communication with management
	-
	Updated test 5 for ISA (UK) 250A - amended communication requirement where there is non-compliance with laws and regulations. 

See Appendix II for further guidance. 



	· A52-2 - Communication with those charged with governance
	-
	Updated for ISA (UK) 250A - amended communication requirement where there is non-compliance with laws and regulations. 

See Appendix II for further guidance. 



	· Lead Schedules
	-
	Updated to reflect AAD 2017 - 2018 disclosure requirements as necessary.


	· PDFs


	-
	New subfolder to include PDFs of current file documents. 
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