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Welcome
Summer 2017 Education Newsletter
Following the recent General Election I am
sure you have had your fill of political posturing
and therefore, for this edition we have tried to
focus on some of the more mundane news
that is impacting academies and colleges.
I recently had the good fortune to attend a
briefing on social media and its impact on the
business world. There were some interesting
facts that are as applicable to academies and
colleges as to our commercial clients. One of
which was ‘what do you do about customer
feedback, ignore it?’
Whether in the commercial or not-for-profit
service sector it is your customers‘ experience
that is fundamental to the success or failure of
your
business.
Your
institution’s
reputation/brand is built upon your team’s
delivery as much by the quality product you
deliver. Whilst Ofsted has the greatest impact
on what you deliver, it is the perception and
experiences of your students, their families and
communities that impact on your sustainability.
What sets you out as different compared to
your local competitor?
In the modern world feedback is almost
instantaneous whether through social media
outlets such as Facebook, Twitter, Snapchat,
WhatsApp, via websites such as TripAdvisor
or a simple email/letter or comment on your

website. In my opinion, your customers today
are more closely wired to pass comment on
your service delivery than ever before.
I am sure all academies and colleges have
marketing teams working on engaging your
students and communities through social
media but at a governance level do you receive
feedback other than on recruitment numbers?
Are the risks associated with social media on
your risk register? Do you have a working
group considering student engagement to
ensure a consistent message is delivered or
proactive feedback given?
As a new addition to the team I found it helpful
asking these questions of my Alliotts colleagues
and that it has enhanced my understanding of
the firm.
Alliotts education team is made up of
experienced professionals offering a full range
of services to the education sector whether an
Academy, College, University College or
Independent School. The core team consists of
three partners and 25 staff that deliver audit
and advisory services. We also provide
outsourced payroll and HR services.
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Due Diligence
How can it help?
For academies what is it?
Due diligence is an investigation into the
background, financial condition, business
operations and contractual obligations of a
charitable trust or company.
Why undertake a review?
Due diligence is undertaken to provide
management/trustees with a view over the
transferor or transferee to provide
confirmation of facts to allow informed
decisions to be taken.
Due diligence contributes significantly to
informed decision making by enhancing the
amount and quality of information available to
decision makers.
Specifically applied to academies, it means
ensuring that you fully understand all of the
risks, assets, liabilities and relevant information
to make an informed decision about whether
entering into a Multi Academy Trust with a
particular academy is the right decision for your
own organisation.
When should it be undertaken?
It is recommended that due diligence is carried
out before any decisions are formally made. It
should be clearly documented that all Trustees
have been made aware of this information, and
that the findings are minuted in case of
challenge at a later date.
Circumstances when completed:
Due diligence is usually applied to the following
circumstances:
•

An existing MAT considers taking on a
new school/entity;

•
•

An existing academy considering joining
an established MAT;
A Local Authority maintained school
considering converting to an academy
and joining a existing MAT;

Who should undertake the review?
All educational matters should be considered
by the management team to ensure the ethos
and quality of provision is in line with that
expected.
Academies should also consider whether a
third party view is obtained when assessing the
financial strengths/weaknesses of the proposed
entity.
Management/trustees may have sufficient skills
within the existing team and therefore external
assistance may be limited to just legal advice.
However, where a third party is engaged a
clear scope of work should be agreed to ensure
you understand what it is you are going to
receive. This ensures you obtain additional
information over concerns you may have
already identified as well those you haven’t.
It should be noted that a due diligence review
is not an audit or a guarantee that all
weaknesses/issues are identified. Therefore, it is
not an insurance policy that an entity can fall
back on should something come out of the
woodwork.
Equally where something significant is identified
later and management/trustees had not
engaged a third party then they could open
themselves up to criticism.

Data Protection
General Data Protection Regulations (GDPR)
Legislation
The General Data Protection Regulation
(GDPR) is introduced on 25 May 2018 and
represents a drastic overhaul of current
legislation.
Despite ongoing Brexit negotiations and its
impending exodus from the EU, the UK will
uphold the new legislation – effectively
replacing the 1998 Data Protection Act – as
confirmed in the Queen’s Speech in June this
year.
Who does it affect?
The change will affect any organisation holding
personal data
• that is any information about a living
individual that can be identified from that
data alone, or alongside other
information that the organisation holds.
•

In reality this
organisations.

will

affect

Compliance
All organisations will be expected to comply
with the new rules regarding the secure
collection, storage and usage of personal
information. At the heart of the move is the
theme that individuals will be given greater
control over their personal data, specifically in
being able to access, delete and move it. The
definition of personal data is expanded to
include IP addresses, internet cookies and even
DNA.
The key changes coming from GDPR
are:
• Consent must be obtained to use or
process personal data. All consent
requests
must
be
prominent,
non-ambiguous and not form part of
general
terms
and
conditions.
•

Data must only be used for the purposes
for which the academy trust has been
given consent.

•

The right of access and the right to be
forgotten will mean that anyone can
access personal data held about them
and can request their data to be deleted;
It will no longer be enough just to
supress those records.

•

Data portability will give anyone the right
to transfer their data. Colleges or
academy trusts will need to be able to
provide the data in a structured and
commonly used electronic format.

most

Impact of non-compliance
Non-compliance with GDPR could have
serious implications. The EU is set on
synchronising often differing data standards in
member states and determined to ensure best
practice is upheld.
Failure by organisations to operate within the
new legal framework could bring financial
penalties severe enough to force an
organisation to its knees. In the UK, firms that
suffer a serious data breach could be fined up
to £17m (€20 million) or 4% of global turnover.
That compares with the current maximum fine
of £500,000 for breaking data protection laws.

Processes
An important factor is to ensure a college’s or
academy’s data processes protect the rights of
individuals. Therefore, an organised data
protection programme is needed, with all data
activities accurately recorded.

There is an increasing requirement to produce
an inventory of personal data to facilitate wider
data governance. Moreover, data governance
obligation extends to any third-party
contractors or partners working with a
business, and will present institutions with
much greater legal liability in the event of error.
Education institutions often share data with
third parties, for example with examination
boards, or in respect of sector data, such as
SEND and NEETs and this needs to be
factored into respective plans.
How to prepare
The first step is to assess the need for
compliance and budget accordingly.
Budgeting for GDPR will include recruiting,
hiring and training personnel and this will often
start with the appointment of a data protection
officer – a number of colleges and academies
are likely to have capacity to train for this role
from within. Resources will also need to be
spent to ensure proper data management
policies (documenting why information is held,
how it is collected, when it may be deleted or
anonymised, and who may gain access to it)
and agreements are put in place for individuals
to sign up to regarding collection of their data.
Colleges and academies will also need to have
comprehensive reporting policies where there
are security breaches. GDPR introduces a
blanket policy on reporting breaches to the
Information Commissioner Office (ICO) within
72 hours where there is a risk to affected

individuals. As such, policies will need to cover
how to detect, investigate, respond and report
data breaches where they occur.
The most likely reasons for non-compliance will
be failure to keep personal data secure (both
physically and in IT systems), sharing data when
no consent has been given, and processing the
data for any purpose other than that for which
it was collected. To prepare for the new law,
organisations should act now to review policies
and procedures, to consider if they will need to
appoint a Data Protection Officer and examine
any data collection notices in marketing and
other material.
Action
Guidance documents published by the ICO
recommend to businesses that “it is essential to
plan your approach to GDPR compliance now
and to gain ‘buy in’ from key people in your
organisation”.
To help prepare for GDPR, the ICO has
produced a 12-point list of steps aimed at
businesses to take straight away.
These include: ensuring that the decision
makers and key people within any organisation
are aware that the law is changing; carrying out
a review of current privacy notices and planning
for any necessary changes; and designating an
appropriate person to take responsibility for
data protection compliance while assessing
where this role sits within your business’s
structure.

Brockenhurst College
VAT Update
Background
The claim arose from the VAT Tribunal looking at
the question of whether charges made for certain
supplies made by the college when it uses its own
students could be considered to be VAT exempt.
The charges were in respect of supplies for meals at
the college (where these had been prepared and
served by students) and tickets sold to school plays/
concerts performed by students.

What does this mean?
In essence, this means that HMRC is limiting the
scope of the decision to the same or similar facts as
those within the Brockenhurst College appeal, but it
effectively, also means that education bodies
providing grant funded education (such as
Academies and some Further Education Colleges)
would be unable to benefit from the Brockenhurst
College decision, to the extent that their supply of
education is treated as non-business.

HMRC contended that those supplies were taxable
because the consumers were not students, and were
not in receipt of education.

They would instead, be expected to treat their
‘closely related supplies’ as taxable at the standard
rate.

However, in the understanding that the supplies
provided the college students with the opportunity
to practice, improve, and demonstrate their learning,
the Tribunal found that these could be treated as
‘closely related to the supply of education’ and
therefore, VAT exemption should apply to the
charges made to third parties since the purpose of
the supply was to further the education of the
students (and not a commercial concern earnestly
undertaken by the college).

Opportunity
Having now published their policy guidance in
relation to when supplies could be treated as closely
related to education and therefore VAT exempt, it is
clear that condition one seeks to restrict the
application of the Brockenhurst College decision
only to providers of exempt education.

Update
HMRC has ceased all litigation in respect of the
Brockenhurst College appeal and has accepted the
decision of the Court of Justice of the European
Union’s (CJEU).
They have also published internal guidance on when
it would be prepared to accept the treatment of
supplies similar to those which were at issue in this
case, as being ‘closely related to the supply of
education’ and therefore not liable to VAT.
In its guidance HMRC insists that in order to benefit
from the court’s decision, the supply had to satisfy
the following three conditions:
1. The education in question must be provided
by way of business
2. The activity in question must be student-led
and ‘essential’ to their education
3. The activity must not have the purpose of
generating additional income for the body in
direct competition with commercial
enterprises

Therefore, pending expected clarification of the
situation from HMRC, providers of grant funded
education who would ordinarily benefit from this
opportunity, but for condition one,, might want to
make and submit protective claims to treat similar
supplies to those within the Brockenhurst College
decision as ‘closely related’ to their supply of
education and therefore non-business.
Going forward, should HMRC choose to treat
income from such supplies as non-business, then you
might want to consider setting aside a provision to
cover any potential VAT liability from this.

POST 16 - ACOP
Audit Code of Practice
Published March 2017
The Post-16 Audit Code of Practice ets out a
common standard for the provision of
assurance in relation to funding of post 16
providers. The ESFA have included guidance
over common findings from regularity
assurance work. These include:
Governance
•
•
•
•
•

Not holding management to account;
Inadequate record keeping ;
Ineffective implementation of policies
and procedures (i.e. tendering)
Ineffective governance structure;
Inappropriate related party relationships,
transactions and disclosures.

Management
•
•
•
•

Ineffective use of resources;
Slow response to matters identified by
Ofsted;
Inadequate record keeping;
Ineffective management structure.

It is recognised that as a sector there have been
very few occurrences of irregularity, however,
given the instances reported within the
academy sector it is important to remain
vigilant.

PAYE
and Oﬀ-Payroll Workers
With effect from 6 April 2017, colleges and
academy trusts and other public authority
entities have become responsible for operating
the off-payroll working rules (commonly
known as IR35) to any individuals providing
contract work to them via a personal service
company.
Colleges and academy trusts must review each
contract held with personal service companies

and inform the company of whether the IR35
rules apply to that contract.
Where the rules apply, the college or academy
trust will be responsible for operating
employment taxes under PAYE.
Prior to 6 April 2017, this was solely a
responsibility of the personal service company
itself.
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The information set out in this document is based on our understanding as at time of publication. The
content of this document has been provided for general guidance only. It does not necessarily stand on
its own and no responsibility for loss occasioned by any person acting or not acting as a result of this
material can be accepted by the writer or Alliotts or any of its partners and employees.
Alliotts are registered to carry on audit work in the UK and regulated for a range of investment business
activities; and licensed to carry out the reserved legal activity of non-contentious probate in England and
Wales by the Institute of Chartered Accountants in England and Wales.

