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Foreword  

Twenty years ago, the first academy schools opened. Since then, 

the sector has grown in size, in variety, and maturity.  

My ambition is to ensure that all schools continue to provide the 

very best educational experience for our young people. For that to 

happen, given the department’s role as regulator of academy trusts we must think 

carefully about achieving the right balance of support, autonomy and oversight.  

The academy trust handbook, has played a vital role over the years in delivering clarity 

about the oversight framework that applies to academy trusts, helping us all provide 

assurance that public money is spent well. Trustees continue to take on very significant 



5 

Who should read this handbook 

Read this handbook if you have responsibility for governing, managing or auditing an 

academy trust.  

What the handbook covers 

The handbook: 

¶ must be complied with as a requirement of trusts’ funding agreements with the 

Secretary of State 

¶ describes financial responsibilities of academy trusts 

¶ describes other responsibilities of academy trusts including references to 

safeguarding and keeping buildings safe and well-maintained 

¶ explains when trusts 

 

https://www.gov.uk/government/publications/academy-and-free-school-funding-agreements
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/government/publications/the-7-principles-of-public-life
https://www.gov.uk/guidance/academy-trust-handbook/academy-trust-handbook-2021-to-print
https://www.gov.uk/government/collections/academies-funding-payments-and-compliance
https://www.gov.uk/guidance/academies-funding-a-to-z-of-terms
https://www.gov.uk/government/publications/academies-regulatory-and-commissioning-review
https://www.gov.uk/government/collections/list-of-charity-commission-cc-guidance-publications
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¶ ESFA Good Practice Guides 

¶ ESFA Planning Calendar 

¶ ESFA training and Academy Finance Professionals ‘Power Hours’ (videos and 

webinars) 

¶ ESFA updates 

¶ Governance structures and roles. 

¶ Trust quality descriptions 

¶ Understanding your data  

¶ What academies, free schools and colleges must or should publish online 

https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides
https://www.gov.uk/government/publications/academies-planning-calendar
https://www.youtube.com/@esfagovuk6416/videos
https://www.youtube.com/@esfagovuk6416/videos
https://www.gov.uk/government/collections/esfa-update
https://www.gov.uk/government/publications/governance-structures-and-roles
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1152301/Trust_Quality_Descriptions.pdf
https://www.gov.uk/government/publications/understanding-your-data-a-guide-for-school-governors-and-academy-trustees
https://www.gov.uk/guidance/what-academies-free-schools-and-colleges-should-publish-online#executive-pay
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What has changed in this edition? 

This year the handbook has been sharpened and shortened, and trusts should ensure 

that they are aware of and apply the supplementary guidance signposted throughout the 

handbook.   

Simplified areas have also been highlighted below along with the main changes: 

Roles and responsibilities 

¶ Updating content on governance matters throughout part 1

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1152301/Trust_Quality_Descriptions.pdf
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Part 1: Roles and responsibilities   

The duties of key people responsible for running academy trusts. 

1.1 Trusts perform an important role in advancing education, promoting pupil welfare 

and keeping trusts’ estates safe and well-maintained. Trustees and management 

must have the skills, knowledge and experience to run the academy trust.  

Members 

Role of members  

1.2 Every trust has members who have a similar role to shareholders of a company 

limited by shares. Member powers are set out in the trust’s articles of association.  

How many members should there be? 

1.3 The academy trust must have at least three members but should have five or more.  

Suitability of members 

1.4   Trusts must ensure that their members are not currently subject to a direction made 

under section 128 of the Education and Skills Act 2008, which prohibits individuals 

from taking part in academy trust management, and that they do not appoint as a 

member, a person who is currently subject to a section 128 direction. 

Can employees be members? 

1.5 No. Members must not be employees of the trust, nor occupy staff establishment 

roles on an unpaid voluntary basis.  

Can trustees be members? 

1.6 The majority of members should not also be trustees. 

Working with the trustees 

1.7 It is important for members to be kept informed by trustees about trust business so 

they can be assured that the board is exercising effective governance and use their 

powers to step in if governance is failing. This must include providing the members 

with the trust’s audited annual report and accounts as stated in paragraph 4.4.  

Find out more about the role of members in section 5 of the Governance Handbook 
and the academy trust governance: structures and roles guidance. 

https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.legislation.gov.uk/ukpga/2008/25/contents
https://www.gov.uk/government/publications/governance-handbook
https://www.gov.uk/government/publications/governance-structures-and-roles
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Trustees  

Who are the trustees? 

1.8 The trustees of the academy trust are both charity trustees and company directors. 

https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/publications/governance-structures-and-roles
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¶ Engagement: the board has strategic oversight of relationships with 

stakeholders. The board involves parents, schools and communities so that 

decision-making is supported by meaningful engagement. 

1.11 The trustees must apply the highest standards of conduct and ensure robust 

governance, as these are critical for effective financial management. Trusts should 

consider the features of high quality governance as described in the trust quality 

descriptions.  

Do trustees have statutory duties? 

1.12 Yes. They must comply with the trust’s charitable objects, with company and charity 

law, and with their contractual obligations under the funding agreement. Company 

directors’ duties are described in sections 170 to 181 of the Companies Act 2006. 

Charity trustees’ duties are described in the Charity Commission’s The essential 

trustee guidance. 

 1.13 As an organisation, the trust has a range of responsibilities under current legislation 

and statutory guidance. Trusts’ responsibilities include such matters as 

safeguarding, health and safety and estates management. Ensuring strong 

governance in these areas will be a key priority for the board. 

Safeguarding 

1.14 Academy trust boards have a duty to:  

¶ safeguard and promote the welfare of children 

¶ have regard to any statutory guidance on safeguarding, issued by the 

Secretary of State 

¶ ensure the suitability of staff, supply staff, volunteers, contractors and 

proprietors.  

Find out more about this duty in: 

¶ The Education F in:

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1152301/Trust_Quality_Descriptions.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1152301/Trust_Quality_Descriptions.pdf
https://www.gov.uk/government/publications/academy-and-free-school-funding-agreements
http://www.legislation.gov.uk/ukpga/2006/46/part/10/chapter/2
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3/the-essential-trustee-what-you-need-to-know-what-you-need-to-do
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3/the-essential-trustee-what-you-need-to-know-what-you-need-to-do
https://www.legislation.gov.uk/uksi/2014/3283/made
https://www.gov.uk/government/publications/working-together-to-safeguard-children--2
https://www.gov.uk/government/publications/keeping-children-safe-in-education--2
https://www.legislation.gov.uk/ukpga/2008/25/contents


https://www.gov.uk/government/publications/prevent-duty-guidance
https://www.gov.uk/government/publications/protecting-children-from-radicalisation-the-prevent-duty
https://www.legislation.gov.uk/ukpga/1974/37/contents
https://www.gov.uk/government/publications/health-and-safety-advice-for-schools/responsibilities-and-duties-for-schools
https://www.hse.gov.uk/services/education/index.htm
http://www.hse.gov.uk/asbestos/regulations.htm
https://www.gov.uk/guidance/asbestos-management-in-schools
https://www.gov.uk/government/publications/asbestos-management-in-schools--2
https://www.hse.gov.uk/asbestos/duty.htm
https://www.hse.gov.uk/services/education/asbestos-checklist.pdf
https://www.hse.gov.uk/riddor/
https://www.hse.gov.uk/riddor/
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This includes complying with statutory duties to ensure the health and safety of 

building occupants.  

Trusts should ensure they are aware of and are applying the following guidance 

relevant to estates safety and management:  

¶ advice, standards and tools for academy trusts at Good Estate Management 

for Schools, including guidance on an estates strategy and asset 

management plan, and the Estate management competency framework for 

standards on the skills and knowledge needed for individuals at all levels. 

¶ the Condition Data Collection (CDC) process which helps DfE understand 

the condition of government funded schools across England for the 

purposes of targeting funding where it is needed most.  

¶ Reinforced Autoclaved Aerated Concrete (RAAC) guidance. RAAC is a 

weaker form of concrete used in floors, walls, and roofs of buildings 

constructed or modified between the 1950s and mid-1990s and could pose 

a particular risk. 

¶ School Capital Funding guidance, who it's for, current and past allocations, 

how it's calculated and spending guidance.  

¶ Condition Improvement Fund including links to terms and conditions. 

Further information and guidance is available from The Trust Network, which is run 

by trusts for trusts to help its members develop effective, efficient, and 

economically sustainable estates and safety management. 

 

What else do trustees consider? 

1.20 The trustees must ensure regularity and propriety in use of the trust’s funds, and 

achieve economy, efficiency and effectiveness – the three elements of value for 

https://www.gov.uk/guidance/good-estate-management-for-schools
https://www.gov.uk/guidance/good-estate-management-for-schools
https://www.gov.uk/guidance/good-estate-management-for-schools/estate-management-competency-framework
https://www.gov.uk/guidance/condition-data-collection-2-cdc2-programme
https://www.gov.uk/government/publications/reinforced-autoclaved-aerated-concrete-estates-guidance
https://www.gov.uk/guidance/school-capital-funding
https://www.gov.uk/guidance/condition-improvement-fund
http://www.thetrustnetwork.org.uk/
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/operating-an-academy-trust-as-a-going-concern
https://www.gov.uk/government/publications/governance-structures-and-roles
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articles permit it. No other employees should serve as trustees, nor should trustees 

occupy staff establishment roles on an unpaid voluntary basis. 

Can trustees delegate? 

1.23 Yes, to committees and the executive in accordance with their governance 

structure. Each committee (other than those in a trust with multiple academies 

constituted as a local governing body) must contain a majority of trustees, but it 

may also include other people the board chooses to appoint. 

1.24 Academy trusts must not have de facto trustees (defined in appendix 1 of the 

Charities SORP) or shadow directors (defined in section 251(1) of the Companies 

Act 2006). 

Skills and experience 

1.25 The board should identify the skills and experience it needs, including sufficient 

financial knowledge to hold the executive to account. The board should also 

address this for committees/local committees/local governing bodies. 

1.26 New trusts in their first year must, and established trusts should, include in their 

governance statement, an assessment of their governance structure, including a 

review of the board’s composition in terms of skills, effectiveness, leadership and 

impact. 

Find out more about: 

¶ academy trust governance: structures and roles  

¶ Charity Commission guidance CC3: the essential trustee: what you need to 

know, what you need to do 

¶ the automatic disqualification rules for individuals acting as trustees or senior 

managers in charities 

¶ compliance with The Education (Independent School Standards) Regulations 

2014 (legislation.gov.uk)  

http://www.charitysorp.org/download-a-full-sorp/
https://www.legislation.gov.uk/ukpga/2006/46/section/251
https://www.legislation.gov.uk/ukpga/2006/46/section/251
https://www.gov.uk/government/publications/governance-structures-and-roles
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3
https://www.gov.uk/guidance/automatic-disqualification-rule-changes-guidance-for-charities
https://www.legislation.gov.uk/uksi/2014/3283/made
https://www.legislation.gov.uk/uksi/2014/3283/made
https://www.gov.uk/government/collections/list-of-charity-commission-cc-guidance-publications
https://www.gov.uk/government/collections/list-of-charity-commission-cc-guidance-publications
https://www.gov.uk/government/publications/school-resource-management-self-assessment-tool
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1.27 The

https://www.gov.uk/guidance/academy-trusts-off-payroll-appointments
https://www.gov.uk/government/organisations/regional-schools-commissioners/about
https://www.gov.uk/government/publications/the-7-principles-of-public-life
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accounting officer must also demonstrate how the trust has secured value for 

money via the governance statement in the audited accounts. 

https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/publications/academy-and-free-school-funding-agreements
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/guidance/academy-trusts-off-payroll-appointments
https://www.gov.uk/guidance/academy-trusts-off-payroll-appointments
https://www.icaew.com/
https://www.accaglobal.com/gb/en.html
https://www.cimaglobal.com/
https://www.cipfa.org/
https://www.isbl.org.uk/apprenticeships-1-1
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1.40 CFOs and other key financial staff should maintain continuing professional 

development and/or personal development and undertake relevant ongoing training.  

Find out what the CFO role may cover in the Institute of School Business 

Leadership’s Professional Standards, and its employers’ guidance.   

CFOs may find it beneficial to engage in a local or regional network of fellow school 

business professionals. Find one in the directory of school business professional 

networks.  

The governance professional (clerk to the board) 

1.41 The academy trust must appoint a governance professional to support the board of 

trustees, who is someone other than a trustee, principal or chief executive of the 

trust.  

Find out more about the role of the governance professional in DfE’s 

t
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https://www.isbl.org.uk/isbl-professional-standards
https://www.isbl.org.uk/isbl-professional-standards
https://www.isbl.org.uk/employer-guidance-and-resources
https://www.gov.uk/government/publications/join-or-create-a-network-for-school-business-professionals/school-business-professional-networks-directory
https://www.gov.uk/government/publications/join-or-create-a-network-for-school-business-professionals/school-business-professional-networks-directory
https://www.gov.uk/government/publications/governance-structures-and-roles
https://www.gov.uk/government/publications/governance-structures-and-roles


https://www.gov.uk/government/organisations/disclosure-and-barring-service
https://www.gov.uk/government/publications/keeping-children-safe-in-education--2




https://www.gov.uk/guidance/good-estate-management-for-schools/strategic-estate-management
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/operating-an-academy-trust-as-a-going-concern
https://www.gov.uk/government/publications/charities-and-reserves-cc19


https://www.gov.uk/guidance/integrated-curriculum-and-financial-planning-icfp
https://www.gov.uk/guidance/integrated-curriculum-and-financial-planning-icfp
https://www.gov.uk/guidance/school-resource-management-top-10-planning-checks-for-governors
https://www.gov.uk/guidance/good-estate-management-for-schools
https://www.gov.uk/guidance/good-estate-management-for-schools/tools-and-checklists
https://www.gov.uk/guidance/good-estate-management-for-schools/tools-and-checklists
https://www.gov.uk/guidance/good-estate-management-for-schools/strategic-estate-management
https://www.gov.uk/government/collections/schools-financial-health-and-efficiency
https://www.gov.uk/government/collections/schools-financial-health-and-efficiency
https://www.gov.uk/guidance/schools-financial-efficiency-financial-benchmarking
https://www.gov.uk/government/publications/school-resource-management-self-assessment-tool
https://www.gov.uk/government/publications/schools-financial-efficiency-metric-tool
https://www.gov.uk/government/publications/academy-trusts-view-my-financial-insights
https://www.gov.uk/government/publications/financial-support-for-academy-trusts-in-financial-difficulty/financial-support-for-academy-trusts-in-financial-difficulty#:~:text=In%20general%20terms%2C%20a%20Qualifying,trust%20is%20the%20%E2%80%9CChargor%E2%80%9D.&text=ensure%20the%20funding%20could%20be%20recovered
https://www.gov.uk/guidance/academies-budget-forecast-return
http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/guidance/academies-budget-forecast-return
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/academy-trust-deficit-recovery


https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/academy-trust-management-accounting
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/operating-an-academy-trust-as-a-going-concern
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-for-trustees-cc14
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-for-trustees-cc14
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¶ spending has been for the purpose intended and there is propriety in the use of 

public funds including in relation to any actual or perceived conflicts of interest. 

¶ spending decisions represent value for money  

¶ internal delegation levels are applied 

¶ 

http://www.legislation.gov.uk/uksi/2015/102/contents/made
https://www.gov.uk/guidance/public-sector-procurement
https://www.gov.uk/guidance/buying-for-schools
https://www.gov.uk/guidance/buying-procedures-and-procurement-law-for-schools
https://www.gov.uk/guidance/schools-financial-efficiency-financial-benchmarking
https://schools-financial-benchmarking.service.gov.uk/
https://schools-financial-benchmarking.service.gov.uk/
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/government/publications/business-payment-practices-and-performance-reporting-requirements
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previous year ended 31 August. Benefits for this purpose include salary, employers’ 

pension contributions, other taxable benefits and termination payments. Where the 

academy trust has entered into an off-payroll arrangement with someone who is not 

an employee the amount paid by the trust for that person’s work for the trust must 

also be included in the website disclosure where payment exceeds £100k as if they 

were an employee. 

Tax arrangements for senior employees 

2.30 The academy trust must ensure its senior employees’ payroll arrangements fully 

meet their tax obligations and comply with HM Treasury’s guidance about the 

employment arrangements of individuals on the avoidance of tax. This is described 

in HM Treasury’s Review of the Tax Arrangements of Public Sector Appointees, 

which explains that senior managers with significant financial responsibilities should 

be exclusively on payroll, and therefore subject to Pay As You Earn with income tax 

and NI contributions deducted at source. Failure to comply with these requirements 

can result in a HM Treasury fine.  

Electric Vehicle (EV) Salary Sacrifice Schemes 

2.31 Electric Vehicle (EV) salary sacrifice schemes do not need ESFA approval where 

no liability falls on the trust if an employee does not fulfil their contractual obligations 

with the scheme prov

https://www.gov.uk/government/publications/review-of-the-tax-arrangements-of-public-sector-appointees
https://www.gov.uk/government/publications/setting-executive-salaries-guidance-for-academy-trusts/setting-executive-salaries-guidance-for-academy-trusts
https://cstuk.org.uk/assets/link_boxes/Guidances/CST-Code-Principles-for-Setting-Executive-Pay.pdf
https://www.nga.org.uk/knowledge-centre/setting-executive-pay/
https://www.nga.org.uk/knowledge-centre/setting-executive-pay/
https://www.gov.uk/government/publications/staffing-and-employment-advice-for-schools
https://www.gov.uk/guidance/list-a-teaching-job-at-your-school-on-teaching-vacancies
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2.34 For the provision of mainstream boarding places, trusts must charge on a full cost 

recovery basis applying a rate of return of 8% on boarding charges. Fees and 

charges should be determined in accordance with ESFA’s guidance on Managing 

boarding provision and annex 6.1 of Managing Public Money. 

Risk management 

Oversight of risk and the risk register 

2.35 The trust must manage risks to ensure its effective operation and must maintain a 

risk register: 

¶ Overall responsibility for risk management, including ultimate oversight of the 

risk register, must be retained by the board of trustees, drawing on advice 

provided to it by the audit and risk committee 

¶ Other committees may also input into the management of risk at the discretion 

of the board 

¶ Aside from any review by individual committees, the board should review the 

risk register frequently and must conduct a full review of it at least annually 

¶ Risks management covers the full operations and activities of the trust, not 

only financial risks. 

2.36 The trust’s management of risks must include contingency and business continuity 

planning. 

Find out more about: 

¶ management of risk: principles and concepts including HM Treasury’s suggested 

structure for a risk register 

¶ risk management in ESFA’s good practice guide. 

The risk protection arrangement 

2.37 The academy trust must have adequate insurance cover in compliance with its 

legal obligations or be a member of the academies risk protection arrangement 

(RPA). Not all risks are covered in the RPA and therefore trusts with RPA cover 

may require additional commercial insurance.  

2.38 The trust should consider the RPA unless commercial insurance provides better 

value for money. If the trust is not an RPA member, it should determine its own level 

of commercial insurance to include buildings and contents, business continuity, 

employers’ and public liability insurance and other cover required. 

2.39 The trust must cooperate with risk management auditors and risk managers, and 
implement reasonable risk management audit recommendations made to them.  

https://www.gov.uk/government/publications/state-funded-boarding-school-provision-management-and-charges
https://www.gov.uk/government/publications/state-funded-boarding-school-provision-management-and-charges
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/government/publications/orange-book
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/academy-trust-risk-management
http://www.rpaclaimforms.co.uk/wp-content/uploads/2018/08/RPA-FAQs-Aug-18.pdf
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Find out more about the risk protection arrangement.  

Whistleblowing 

Having a procedure 

2.40 The trustees must agree a procedure for whistleblowing, and publish it on the 

trust’s website, to protect staff who report individuals they believe are doing 

something wrong or illegal.  

2.41 The trust should appoint at least one trustee and one member of staff, who other 

https://www.gov.uk/academies-risk-protection-arrangement-rpa
https://www.gov.uk/whistleblowing
https://www.gov.uk/education/school-complaints-and-whistleblowing
https://protect-advice.org.uk/


https://get-information-schools.service.gov.uk/
https://get-information-schools.service.gov.uk/
https://services.signin.education.gov.uk/
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Part 3: Internal scrutiny  

The need for academy trusts to conduct checks to ensure systems are 

effective and compliant. 

Purpose of internal scrutiny 

3.1 All academy trusts must have a programme of internal scrutiny to provide 

independent assurance to the board that its financial and non-financial controls, and 

risk management procedures are operating effectively. 

Approach 

3.2 Internal scrutiny must focus on: 

¶ evaluating the suitability of, and level of compliance with, financial and non-

financial controls 

¶ offering advice and insight to the board on how to address weaknesses in 

financial and non-financial controls 

¶ ensuring all categories of risk are being adequately identified, reported and 

managed. 

3.3 The trust must identify on a risk-basis (with reference to its risk register) the areas it 

will review each year. 

Working with other assurance providers 

3.4 Internal scrutiny should take account of output from other assurance procedures to 

inform the programme of work - for example external audit and ESFA reviews. 

Independence and objectivity 

3.5 Independence in internal scrutiny must be achieved by establishing appropriate 

reporting lines, whereby those carrying out checks report directly to a committee of 

the board, which in turn provides assurance to the trustees. 

Directing internal scrutiny – the audit and risk committee 

Requirement for a committee 

3.6 The academy trust must establish an audit and risk committee, appointed by the 

board. 



https://www.gov.uk/government/publications/audit-committee-handbook
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Delivering internal scrutiny  

Principles 

3.14 Internal scrutiny must: 

¶ be independent and objective – for example it must not be performed by 

members of the senior leadership or finance team  

¶ be conducted by someone suitably qualified and experienced and able to draw 

on technical expertise, as required 

¶ be timely, with the programme of work spread appropriately over the year so 

higher risk areas are reviewed in good time   

¶ include regular updates to the audit and risk committee by the internal 

scrutineer(s) carrying out the programme of work, incorporating: 

¶ a report of the work to each audit and risk committee meeting 

¶ an annual summary report to the audit and risk committee for each year 

ended 31 August outlining the areas reviewed, key findings, 

recommendations and conclusions, to help the committee consider actions 

and assess year on year progress.   

3.15 Whilst the audit and risk committee is responsible for overseeing the internal 

scrutiny, the findings must also be made available to all trustees promptly.  

Options 

3.16 The trust must deliver internal scrutiny in the way most appropriate to its 

circumstances. Options include any combination of: 

¶ an in-house internal auditor 

¶ a bought-in internal audit service  

¶ the appointment of a non-employed trustee  

¶ an independent peer review by the chief financial officer from another academy 

trust.  

 The trust may also use other individuals or organisations where specialist non-

financial knowledge is required.  

3.17 To ensure those carrying out the programme of internal scrutiny work are suitably 

qualified and/or experienced: 

¶ auditors should be members of a relevant professional body  

¶ trustees and peer reviewers performing the work should have qualifications in 

finance, accounting or audit, and appropriate internal audit experience. Trusts 

should work towards this position where it is not already the case.  
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3.18 The trust must keep its approach to internal scrutiny under review. If it changes in 

size, complexity or risk profile, it should consider whether its approach remains 

suitable. 

External reporting and transparency 

3.19 The trust must confirm in its governance statement, accompanying its annual 

accounts, which of the internal scrutiny options it has applied and why. The 

outcome of the work must also inform the accounting officer’s statement of 

regularity in the annual accounts.    

3.20 The trust must submit its internal scrutiny summary report to ESFA by 31 

December each year when it submits its audited annual accounts. The trust must 

also provide ESFA with any other internal scrutiny reports, if requested. 

Find out more in ESFA’s internal scrutiny good practice guide, which: 

¶ describes both financial and non-financial areas that internal scrutiny could 

cover, and  

¶ provides a suggested structure for an internal scrutiny annual report. 

Further information on internal audit is available at the Chartered Institute of 

Internal Auditors. 

 

https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/internal-scrutiny-in-academy-trusts
https://www.iia.org.uk/about-us/what-is-internal-audit/
https://www.iia.org.uk/about-us/what-is-internal-audit/
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Part 4: Annual accounts and external audit 

How academy trusts must report on their finances to give assurance to 

Parliament and the public about the use of resources. 

Preparation and audit of accounts  

4.1 The academy trust must maintain adequate accounting records and prepare an 

annual report and accounts in line with the Charity Commission’s Statement of 

Recommended Practice (SORP) and ESFA’s Accounts Direction.  

4.2 The accounts must be audited. 

4.3 The accounting period of an academy trust will end on 31 August.  

4.4 The audited report and accounts must be: 

¶ submitted to ESFA by 31 December 

¶ published on the trust’s website by 31 January  

¶ filed with Companies House by 31 May   

¶ provided to every member and to anyone who requests a copy. 

Find out more about: 

¶ preparation, audit and submission of your annual accounts in the Accounts 

Direction and Charites SORP 

¶ the requirement to submit an annual confirmation statement to Companies 

House. 

External auditors 

Appointment of external auditors 

4.5 Academy trusts must appoint an auditor to give an opinion on whether their annual 

accounts present a true and fair view of the trust’s financial performance and 

position (appointment being by the members, other than where the Companies Act 

permits the trustees to appoint) and, as reporting accountant, provide a regularity 

assurance conclusion. Trusts should retender their external audit contract at least 

every five years and must consider the relevant points in 4.15 when evaluating. 

4.6 The audit contract and regularity engagement must be in writing and must not 

cover other services. If additional services are purchased, a separate letter of 

engagement must be obtained specifying the work and the fee.  

https://www.gov.uk/government/organisations/companies-house
https://www.gov.uk/government/publications/academies-accounts-direction
https://www.gov.uk/government/publications/academies-accounts-direction
https://www.charitysorp.org/
https://www.gov.uk/guidance/confirmation-statement-guidance
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Find out more about choosing an external auditor. 

Removal of external auditors  

4.7 The letter of engagement must allow for removal of auditors, before the expiry of 

the term of office, in exceptional circumstances. Proposals to remove auditors must 

require a majority vote of the members, who must provide reasons for their decision 

to the board. There must be a requirement in the letter of engagement for the 

auditors 

https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/choosing-an-external-auditor-for-an-academy-trust
http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/government/collections/academies-sector-annual-reports-and-accounts
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Find out more about the accounting officer’s statement and review of regularity in the 

Accounts Direction.  

External audit oversight and findings – the audit and risk committee 

4.14 The board of trustees, taking advice from the audit and risk committee, must 

ensure there is an appropriate, reasonable and timely response by the trust’s 

management team to findings by external auditors, taking opportunities to 

strengthen systems of financial management and control.  

4.15 Specifically the audit and risk committee must: 

¶ review the external auditor’s plan each year 

¶ review the annual report and accounts 

¶ review the auditor’s findings and actions taken by the trust’s managers in 

response to those findings 

¶ assess the effectiveness and resources of the external auditor to provide a 

basis for decisions by the trust’s members about the auditor’s reappointment or 

dismissal or retendering. Considerations may include: 

¶ the auditor’s sector expertise 

¶ their understanding of the trust and its activities 

¶ whether the audit process allows issues to be raised on a timely basis at 

the appropriate level 

¶ the quality of auditor comments and recommendations in relation to key 

areas 

¶ the personal authority, knowledge and integrity of the audit partners and 

their staff to interact effectively with, and robustly challenge, the trust’s 

managers  

¶ the auditor’s use of technology 

¶ report the committee’s conclusions annually to the board of trustees and 

members, including recommendations on the reappointment or dismissal or 

retendering of the external auditor, and their remuneration. 

 

https://www.gov.uk/government/publications/academies-accounts-direction
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Part 5: Delegated authorities  

The financial freedoms and limits applying 

http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
http://www.charitysorp.org/
https://www.gov.uk/academies-accounts-direction


http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/being-taken-to-employment-tribunal-by-employee
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5.10 Staff severance payments should not be made where they could be seen as a 

reward for failure, such as gross misconduct or poor performance. The only 

acceptable rationale in the case of gross misconduct would be where legal advice is 

http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/government/publications/academies-severance-payments-form
https://www.gov.uk/government/publications/public-sector-exit-payments-guidance-on-special-severance-payments
https://www.gov.uk/government/publications/public-sector-exit-payments-guidance-on-special-severance-payments
https://www.gov.uk/guidance/academies-severance-payments
http://www.legislation.gov.uk/ukpga/1998/23/contents
http://www.education.gov.uk/kc-enquiry-form


https://www.gov.uk/government/publications/managing-public-money
http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/government/publications/academy-trusts-handling-contractual-indemnities
https://www.gov.uk/government/publications/managing-public-money
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¶ the trust should only consider writing-off losses after careful appraisal, 

including whether all reasonable recovery action has been taken with the 

debtor, the trust’s insurers, or the risk protection arrangement, and should be 

satisfied there is no feasible alternative 

¶ the amounts for write-

http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/guidance/submit-a-school-land-transaction-proposal
http://www.education.gov.uk/kc-enquiry-form


https://www.gov.uk/government/publications/private-finance-initiative-process
https://www.gov.uk/government/publications/private-finance-initiative-process
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/leasing-guidance-for-academy-trusts
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Borrowing 

5.33 Academy trusts must obtain ESFA’s prior approval for borrowing (including finance 

leases and overdraft facilities) from any source, where such borrowing is to be 

repaid from grant monies or secured on assets funded by grant monies, regardless 

of the interest rate chargeable. Credit cards must 

http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/condition-improvement-fund
https://www.frc.org.uk/getattachment/e1d6b167-6cdb-4550-bde3-f94484226fbd/FRS-102-WEB-Ready-2015.pdf
http://www.charitysorp.org/download-a-full-sorp/
https://www.gov.uk/government/publications/academies-accounts-direction


https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/organisations/charity-commission
https://www.gov.uk/government/organisations/charity-commission
https://www.gov.uk/government/publications/trustee-expenses-and-payments-cc11
https://www.gov.uk/government/publications/trustee-expenses-and-payments-cc11
https://www.gov.uk/government/publications/the-7-principles-of-public-life
https://onlinecollections.des.fasst.org.uk/onlinecollections/


https://www.gov.uk/government/publications/related-party-transactions-information-for-academy-trusts/declare-or-seek-approval-for-related-party-transactions-summary-guidance#church-schools
https://www.gov.uk/government/publications/related-party-transactions-information-for-academy-trusts/declare-or-seek-approval-for-related-party-transactions-summary-guidance#church-schools
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5.46 The register must identify relevant interests from close family relationships between 

the academy trust’s members, trustees or local governors. It must also identify 

relevant interests arising from close family relationships between those individuals 

and employees. ‘Close family relationships’ is defined in section 5.49 (third bullet). 

5.47 Trusts should consider whether other interests should be registered, and if in doubt 

should do so. Boards of trustees must keep their register of interests up-to-date at 

all times. 

5.48 Trusts must publish on their websites relevant business and financial interests of 

members, trustees, local governors and accounting officers. Trusts have discretion 

over the publication of interests of other individuals named on the register. The 

Charity Commission offers guidance in Manage a conflict of interest in your charity 

and CC29: Conflicts of interest: a guide for charity trustees. 

At cost requirements 

5.49 Subject to sections 5.54 to 5.57 a trust must pay no more than ‘cost’ for goods or 

services (‘services’ do not include contracts of employment) provided to it by the 

following persons (‘persons’ meaning both individuals and organisations): 

¶ members or trustees of the academy trust 

¶ individuals or organisations related to a member or trustee of the academy 

trust. For these purposes the following persons are related to a member, or 

trustee: 

¶ a relative of the member or trustee. A relative is defined as a close member 

https://www.gov.uk/guidance/manage-a-conflict-of-interest-in-your-charity
https://www.gov.uk/government/publications/conflicts-of-interest-a-guide-for-charity-trustees-cc29
https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
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¶ any individual or organisation recognised by the Secretary of State as a 

sponsor of the academy trust; or any body connected to such individual or 

organisation. 

5.50 

https://www.frc.org.uk/auditors/audit-assurance/standards-and-guidance
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        the provision of goods and/or services by that sponsor, state funded school or 

college are regarded as meeting the "at cost" requirement. This does not apply to 

transactions with a subsidiary of such a related party. 

5.58 Academy trusts must ensure any agreement with an individual or organisation 

referred to in section 5.49 

https://www.gov.uk/government/publications/related-party-transactions-information-for-academy-trusts
https://www.gov.uk/government/publications/academy-and-free-school-funding-agreements
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Summary of freedoms and delegations  

5.65 This summary 

https://www.gov.uk/government/collections/academies-financial-notices-to-improve
https://www.gov.uk/government/publications/private-finance-initiative-process
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Related party 

transactions 

Supplies to the trust from related 

parties 

ESFA agreement required over 

£40,000 and over associated limits in 

[5.42] unless exempt as set out in 

[5.42] 
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Part 6: The regulator and intervention 

How DfE and ESFA oversees academy trusts and may intervene where 

concerns arise. 

Oversight 

6.1 ESFA’s accounting officer is accountable to Parliament for how ESFA uses its funds 

and is personally responsible for the regularity, propriety and value for money of its 

expenditure.  

6.2 ESFA’s accounting officer will send a ‘Dear Accounting Officer’ letter on occasion to 

academy trust accounting officers. Accounting officers must

https://www.gov.uk/government/collections/academy-trust-accounting-officer-letters-from-efa
https://www.gov.uk/government/publications/record-keeping-and-retention-information-for-academies
https://www.gov.uk/government/publications/record-keeping-and-retention-information-for-academies


https://www.gov.uk/guidance/school-resource-management-self-assessment-checklist
https://www.gov.uk/guidance/school-resource-management-self-assessment-checklist
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
mailto:allegations.mailbox@education.gov.uk%20%3callegations.mailbox@education.gov.uk%3e;


https://www.gov.uk/government/collections/academies-investigation-reports
https://www.gov.uk/government/collections/academies-financial-management-and-governance-reviews
https://www.gov.uk/government/collections/academies-financial-management-and-governance-reviews
http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/guidance/academies-guide-to-reducing-any-risk-of-financial-irregularities
https://www.ncsc.gov.uk/
https://www.ncsc.gov.uk/files/NCSC-Alert-Further-targeted-ransomware-attacks-education-sector-March-2021.pdf
https://www.ncsc.gov.uk/files/NCSC-Alert-Further-targeted-ransomware-attacks-education-sector-March-2021.pdf
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¶ trustees lacking the skills, knowledge and experience to exercise effective 

oversight of the trust’s operations and performance, including educational 

performance1. 

6.17 A NtI describes what a trust must do to address concerns about financial 

management or governance. The trust must comply with the NtI. Failure to comply 

will be deemed a funding agreement breach. The funding agreement may be 

terminated due to non-compliance with a NtI. 

6.18 If a NtI is issued, the delegated authorities in sections 5.7 to 5.31 of this handbook 

may be revoked, and all transactions of this nature must be approved in advance 

by ESFA, specifically: 

¶ special staff severance payments 

¶ compensation payments 

¶ writing off debts and losses 

¶ entering into guarantees, indemnities or letters of comfort 

¶ disposals of fixed assets beyond any limit in the funding agreement 

¶ 

http://www.education.gov.uk/kc-enquiry-form
https://www.gov.uk/government/collections/academies-financial-notices-to-improve
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6.21 Subject to the relevant provisions being present in the trust’s funding agreement, 

the Secretary of State can require the trust to remove a member or trustee. This can 

include where the individual has been convicted, cautioned or engaged in relevant 

conduct and, as a result, the Secretary of State considers them unsuitable to take 

part in management of the academy trust. 

6.22 The Secretary of State can also make directions under section 128 of the Education 

and Skills Act 2008 prohibiting individuals from taking part in academy trust 

management. This could prevent an individual from acting as a trustee or executive 

leader of a trust. The circumstances are prescribed in regulations, but can include 

where the individual is subject to a caution or conviction or has engaged in relevant 

conduct, and the Secretary of State considers that because of that caution, 

conviction or conduct that individual is unsuitable to take part in management of a 

school. 

ESFA work with the Charity Commission 

6.23 Where there is a concern, DfE/ESFA may refer trusts to the Charity Commission, 

reflecting the Commission’s interest in addressing non-compliance with legal or 

regulatory requirements or misconduct or mismanagement in the administration of 

any charity, and in ensuring individuals running the charity (in particular, but not 

limited to, the trustees) do so in compliance with their legal duties. The Commission 

may use its regulatory powers as described in its Memorandum of Understanding 

with DfE. 

Find out more about the Memorandum of Understanding between DfE and the Charity 

Commission. 

Find out about the automatic disqualification rules for individuals acting as senior 

managers or trustees in charities. 

ESFA work with the Insolvency Service 

6.24 ESFA may refer academy trustees, as directors, to the Insolvency Service who may 

consider whether the conduct of a director is such that they are unfit to be involved 

in management of a company and whether or not it would be in the public interest 

for a disqualification order to be sought. 

ESFA approach to academy resource management  

6.25 Where ESFA has concerns about financial management of a trust, it may prescribe 

working with an expert in school resource management, such as a School Resource 

Management Advisor (SRMA). Trusts should make reasonable endeavours to 

implement improvements identified by an SRMA. Failure to do so may result in an 

https://www.legislation.gov.uk/ukpga/2008/25/contents
https://www.legislation.gov.uk/ukpga/2008/25/contents
http://www.legislation.gov.uk/uksi/2014/1977/pdfs/uksi_20141977_en.pdf
https://www.gov.uk/government/organisations/charity-commission
https://www.gov.uk/government/publications/memorandum-of-understanding-charity-commission-and-the-department-for-education
https://www.gov.uk/guidance/automatic-disqualification-rule-changes-guidance-for-charities
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NtI being issued. Working with an SRMA may also be prescribed as a condition of 

an NtI.  

Find out more about: 

¶ financial planning and resource management 

¶ School resource management: case studies  

National Audit Office and Public Accounts Committee 

6.26 The NAO has the right to access the accounts and relevant records of an academy 

trust for inspection, or for value for money studies. The trust must cooperate with 

NAO and their contractors and provide help, information and explanation as is 

reasonable and 

https://www.gov.uk/government/collections/schools-financial-health-and-efficiency
https://www.gov.uk/government/collections/schools-financial-efficiency-case-studies
http://www.parliament.uk/business/committees/committees-a-z/commons-select/public-accounts-committee/role
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Part 7: Definitions 

Help with terms used in this handbook.  

Accounting officer The academy trust’s senior executive leader, accountable for 

https://www.gov.uk/guidance/academies-accounts-direction
https://www.gov.uk/guidance/academies-accounts-return
https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/publications/academy-model-memorandum-and-articles-of-association
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/government/publications/academy-and-free-school-funding-agreements-single-academy-trust
https://www.gov.uk/government/collections/academies-funding-payments-and-compliance
https://www.gov.uk/government/collections/academies-funding-payments-and-compliance
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Regularity Deal

https://www.frc.org.uk/getattachment/e1d6b167-6cdb-4550-bde3-f94484226fbd/FRS-102-WEB-Ready-2015.pdf
https://www.frc.org.uk/getattachment/e1d6b167-6cdb-4550-bde3-f94484226fbd/FRS-102-WEB-Ready-2015.pdf
http://www.charitysorp.org/download-a-full-sorp/
https://www.gov.uk/government/publications/academies-accounts-direction
https://www.gov.uk/guidance/academies-risk-protection-arrangement-rpa
https://www.gov.uk/guidance/academies-risk-protection-arrangement-rpa
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Part 8: Further reading 

Links to more information and guidance. 

Accounting officer 

Role of the accounting-officer (Confederation of School Trusts (CST)) 

‘Dear Accounting Officer’ letters (ESFA) 

Annual accounts and audit 

Academies Accounts Direction (ESFA) 

Academies accounts return (DfE) 

Accounting and reporting by charities: statement of recommended practice (‘SORP’) 

(Charity Commission) 

Charity reporting and accounting: the essentials (CC15d) (Charity Commission) 

Buildings 

Condition Improvement Fund including links to terms and conditions (DfE) 

School land transaction proposal (DfE) 

Good estate management for schools (DfE) 

The Trust Network 

Charities 

List of Charity Commission 'CC' guidance publications (Charity Commission) 

Setting up and running a charity (Charity Commission) 

Chief financial officer 

Directory of school business professional networks (DfE)

https://cstuk.org.uk/assets/link_boxes/Guidances/Guidance-the-role-of-the-accounting-officer-September-2020.pdf
https://www.gov.uk/government/collections/academy-trust-accounting-officer-letters-from-efa
https://www.gov.uk/government/publications/academies-accounts-direction
https://www.gov.uk/government/publications/academies-august-accounts-return-template-and-guide
https://www.gov.uk/government/publications/academies-august-accounts-return-template-and-guide
https://www.charitysorp.org/
https://www.gov.uk/government/publications/charity-reporting-and-accounting-the-essentials-november-2016-cc15d
https://www.gov.uk/guidance/condition-improvement-fund
https://www.gov.uk/guidance/submit-a-school-land-transaction-proposal
https://www.gov.uk/guidance/good-estate-management-for-schools
http://www.thetrustnetwork.org.uk/
https://www.gov.uk/government/collections/list-of-charity-commission-cc-guidance-publications
https://www.gov.uk/running-charity
https://www.gov.uk/government/publications/join-or-create-a-network-for-school-business-professionals/school-business-professional-networks-directory
https://www.isbl.org.uk/isbl-professional-standards
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Conflicts of interest: a guide for charity trustees (CC29) (Charity Commission)

https://www.gov.uk/government/publications/conflicts-of-interest-a-guide-for-charity-trustees-cc29
https://www.gov.uk/guidance/manage-a-conflict-of-interest-in-your-charity
https://www.gov.uk/government/publications/setting-executive-salaries-guidance-for-academy-trusts/setting-executive-salaries-guidance-for-academy-trusts
https://www.gov.uk/academies-financial-returns
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-for-trustees-cc14
https://www.gov.uk/government/publications/academy-financial-management-and-governance-self-assessment-guidance
https://www.gov.uk/guidance/improving-financial-efficiency-with-curriculum-planning
http://www.education.gov.uk/afb
https://www.gov.uk/government/collections/schools-financial-health-and-efficiency
https://www.gov.uk/guidance/academies-guide-to-reducing-any-risk-of-financial-irregularities
https://www.gov.uk/government/collections/academies-investigation-reports
https://www.gov.uk/whistleblowing
https://www.gov.uk/guidance/academies-funding-allocations
https://www.gov.uk/education/funding-for-16-to-19-year-olds-in-schools
https://www.gov.uk/government/publications/state-funded-boarding-school-provision-management-and-charges
https://www.gov.uk/government/publications/internal-financial-controls-for-charities-cc8


https://www.gov.uk/information-for-new-academies
https://www.gov.uk/guidance/buying-for-schools
https://www.gov.uk/government/publications/charities-and-risk-management-cc26
https://www.gov.uk/government/publications/orange-book
https://www.gov.uk/academies-risk-protection-arrangement-rpa
http://www.hmrc.gov.uk/ct/clubs-charities-agents/charities.htm
http://www.hmrc.gov.uk/calcs/esi.htm
http://www.hmrc.gov.uk/employers/index.shtml
https://www.gov.uk/government/publications/review-of-the-tax-arrangements-of-public-sector-appointees
https://www.gov.uk/government/publications/trustees-trading-and-tax-how-charities-may-lawfully-trade-cc35
http://www.hmrc.gov.uk/vat/start/register/
http://webarchive.nationalarchives.gov.uk/20130127134657/http:/customs.hmrc.gov.uk/channelsPortalWebApp/channelsPortalWebApp.portal?_nfpb=true&_pageLabel=pageLibrary_PublicNoticesAndInfoSheets&propertyType=document&columns=1&id=HMCE_PROD1_031401
http://www.hmrc.gov.uk/vat/start/register/waiting.htm
https://www.gov.uk/academies-severance-payments
https://www.gov.uk/academies-severance-payments
https://www.gov.uk/guidance/automatic-disqualification-rule-changes-guidance-for-charities
https://www.gov.uk/government/publications/board-members-of-public-bodies-code-of-conduct
https://www.gov.uk/government/publications/governance-handbook
https://www.gov.uk/government/publications/governance-handbook
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Inspiring Governance 

Making significant changes or closure (DfE) 

Statutory policies for schools (DfE) 

The Essential Trustee: What you need to know, what you need to do (CC3) (Charity 

Commission) 

Trustee board: people and skills (Charity Commission) 

Trustee expenses and payments (CC11) (Charity Commission)  

  

https://www.inspiringgovernance.org/
https://www.gov.uk/government/publications/making-significant-changes-to-an-existing-academy
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/357068/statutory_schools_policies_Sept_14_FINAL.pdf
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3
https://www.gov.uk/guidance/trustee-board-people-and-skills
https://www.gov.uk/government/publications/trustee-expenses-and-payments-cc11
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