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THE HEATH SCHOOL
(A company limited by guarantee)

GOVERNORS' REPORT
FOR THE PERIOD ENDED 31 AUGUST 2012

The governors present theirr annual report together with the financial statements and auditors' report of the
charitable company for the period from 26 April 2011 to 31 August 2012

Structure, governance and management
a. Constitution

The Heath School 1s a company imited by guarantee and a registered chanty The Chantable Company's
memorandum and articles of association dated 26 April 2011 are the primary governing documents of The
Heath School

The Chantable Company was incorporated on 26 April 2011 and received academy status on 1 June 2011

The governors act as the trustees for the chantable activities of The Heath School and are also the directors of
the Chantable Company for the purposes of company law The Chantable Company 1s known as The Heath
School

Details of the governors who served throughout the year except as noted are included in the Reference and
Administrative Details on Page 1

b Members' Liability

Each member of the Chantable Company undertakes to contribute to the assets of the Chantable Company 1n
the event of it being wound up while they are a member, or within one year after they cease to be a member,
such amount as may be required, not exceeding £10, for the debts and labiities contracted before they ceased
to be a member

¢ Governors’ Indemnities
Qualifying third party indemnity provision has been obtained by the Academy for the benefit of governors
d. Principal activities

The charactenstics of the Heath School are set down In Section 1 (6) of the Academies Act 2010, are that

(a) the school has a curnculum satisfying the requirements of secticn 78 of the EA 2002 (balanced and
broadly based curnculum),

(b} the school provides secondary education and its curnculum for the secondary education has an
emphasis on particular subject areas, specified in the Agreement,

{c) the school provides education for pupils of different abilities,

{d} the schoal provides education for pupils who are wholly or mainly drawn from the area in which the school
1s sttuated

The Academy Trust's object 1s specifically restricted to the following to advance for the public benefit education
in the United Kingdom, in particular but without prejudice to the generality of the foregoing by establishing,
maintaining, carrying on, managing and developing a school offering a broad and balanced curniculum

e. Method of recruitment and appointment or election of Governors

The Heath School 1s governed by a governing body ("the Geoverning Body”) who are the Directors of the
company constituted under the Memorandum and Articles of the Academy Trust The Governing Body shall
have regard to (but for the avoidance of doubt shall not be bound by} any guidance as to the governance of
academies that the Secretary of State may publish

The Members may appoint up to 16 Governors The Members may appoint Staff Governors through such
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THE HEATH SCHOOL
{A company limited by guarantee)

GOVERNORS' REPORT (continued)
FOR THE PERIOD ENDED 31 AUGUST 2012

process as they determine, provided that the tatal number of Governors (including the Principal) who are
employees of the Academy Trust does not exceed one third of the total number of Governors The LA may
appoint the LA Governor

The Principal shall be treated for all purposes as being an ex officio Governor Parent Governors shall be
elected by parents of registered pupils at the Academy A Parent Governor must be a parent of a pupil at the
Academy at the time they are elected

The Governors may appoint up to 3 Co-opted Governors Under certain conditions the Secretary of State may
appeint additional Governors

f. Policies and procedures adopted for the induction and training of Governors

New governors are, upon appointment, 1ssued with a welcome pack and inducted by the chair of governors The
Heath School governors have access to e-learning modules and a central training programme via the
Governors' Learning Partnership

g. Organisational structure

The Heath School Management Structure has five tiers the directors, the governors, the Senior Leadership
Team (SLT} and other appointed teams The management structure enables responsibility to be devolved and
encourages decision making at all levels Directors and Governors are respensible for the setting of general
policy, appraval of a framework for development and adapting an annual budget plan The governors monitor
the academy finances by the use of budget reports and their approval i1s required for major spending decisions
and personnel appointments

The SLT currently consists of the Principal, 2 Vice Principals, 4 Assistant Principals and a Business Manager
The SLT control the academy at an executive level implementing the policies laid down by governors and
reporting back to them The SLT 1s responsible for the authonsation of spending within agreed budgets and up
to a leve! detailed in the scheme of delegation

h. Risk management

The governors have assessed the major nsks to which the academy 1s exposed, in particular those relating to
the operational aspects of the academy and its finances The governors are satisfied that systems and
procedures are In place to mitigate the exposure to major nsks

I Connected organisations, including related party relationships

The Heath School 1s a company imited by guarantee and a registered charity which has been set up to provide
outstanding educational opportunities for students of different abilities between the ages of 11-16 it relies on
government funding to finance to carry out its statutory obligations

The Heath School 1s presently in the process of converting from a single academy to a mulfl academy trust
Inttially the Heath will be the sole member of the trust but the Heath family of schools 1s expected to increase In
number in 2013 In addition the academy holds a franchise for the Liverpool Institute of Performing Arts (LIPA)
and the company Heath Perform Ltd uses the site as a base for its activites The Heath Tennis Club 1s a
community tenmis club located on the school site and using school facilities




THE HEATH SCHOOL
(A company limited by guarantee)

GOVERNORS' REPORT (continued)
FOR THE PERIOD ENDED 31 AUGUST 2012

Objectives and Activities
a. Objects and aims

The principal object and activity of the chantable company Is the operation of The Heath School, to provide
outstanding educational opportunities for students of different abilities between the ages of 11 - 16

The main objectives of the Academy dunng the period ending 31st August 2012 are summarised below

. To ensure that every student experiences the same high quality education in terms of resources, tuition
and care

. To raise the standard of educational achuievement and progress for all students

. To improve the effectiveness of the academy by keeping the curniculum and organisational structure
under continual review

. To provide value for money for the funds expended

. To mamntain existing and develop new links with the community, industry & commerce

. To conduct the Academy’s business in accordance with the highest standards of integnty, probity and
openness

b. Objectives, strategies and activities

The core purpose of the Academy I1s teaching and learning The deployment and effectiveness of staff and
resources are constantly measured by ther contribution to the overall qualty of teaching and learning and
therefore the standards achieved by its students Moreover the emphasis of everyone’s work 1s ‘learning’

Key actions which support the main purpose of the organisation are

. A robust quality assurance process for the observation of teaching and learning

. A secure use and understanding of data to track and measure the progress of students and inform
Iintervention

. Targeted CPD and training opportunities to ensure maximum effectiveness and value for money

¢. Public benefit

In setting our objectives and planning our activities the directors and governors have given careful consideration
to the Chanty Commission's general guidance on public benefit Students are admitted in accordance with the
admissions policy agreed with the department for Education (DfE) Students are admitted from a wide range of
backgrounds and the curnculum offered 1s broad and balanced

Achievements and performance
a Review of achievements

During 1ts first year as an Academy the Heath School has achieved very good KS4 results in overall terms, 5 A*-
C including English and Maths and individual results We are pleased that 43% of the students achieved at least
1 A*- A and 19% gained 5 A*-A, this 1s an Increase of 8% from 2011 In total 98% of Heath students achieved 5
A*C grades 66% of students achieved 5 A*-C including English and Maths and this represented a 9%
increase on the previous year

Of particular note 15 the performance of our cohort entitled to Free School Meals (FSM)
51% achieved 5 A* - C including English and Maths 15% of FSM students achieved 3 A*-A, a 5% increase on
2011 results

There Is a slight difference between male and female attatnment when we consider 5§ A*-C including English
and Maths of 2% in favour of the female cohort However, this gap has reduced from 14% in 2011
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THE HEATH SCHOOL
{A company limited by guarantee)

GOVERNORS' REPORT (continued)
FOR THE PERIOD ENDED 31 AUGUST 2012

The school 15 pleased that the percentage of students at School Action Plus (SA+) achieving 5 A*-C including
English and Maths increased from 2011, as did the percentage achieving 3 A*-A 100% of students with a
statement and 83% of students at SA+ achieved 5 A*-G including English and Maths

The number of A*-A grades achieved by students at The Heath School significantly increased in 2012
demonstrating the whole school drive to aim for the highest grades

It has long been a concern that our most able students have chosen to enrol at post 16 colleges located outside
the borough of Halton In an attempt to halt thus out of borough dnift and provide opportunities for high quality
post 16 education locally, the school was granted perrmission to open a sixth form on the Heath site from
September 2014 The Heath School was also successful in its bid to the Prionty Schools Buillding Programme
and we are delighted to have been awarded capital funding for a new build 11-19 school

b Going concern

After making appropriate enquines, the governing body has a reasonable expectation that The Heath School
has adequate rescurces to continue In operational existence for the foreseeable future For this reason it
continues to adopt the going concern basis in preparing the financial statements Further details regarding the
adoption of the going concern basis can be found In the Statement of Accounting Policles

¢ Key financial performance indicators

Financial performance 15 monitored monthly agamnst budget and established expenditure profiles, which will
have increased relevancy as the Academy becomes established and there 1s more histonical data on which to
build projections

Income and cashflow are also monitored on a monthly basis to ensure funding 1s receved In line with
agreements and that the financial iquidity of the Academy 1s maintained

The Academy held fund balances at 31 August 2012 of £7,318,416 compnsing £7,065,821 of restricted funds
and £252,595 of unrestricted general funds Of the restricted funds, £7,708,347 1s represented by tangible fixed
assels

The Pension reserve which is considered part of restricted funds was £667,000 in deficit

The man financial performance indicator 1s the level of reserves held at the Balance Sheet date In the penod
under review, £23,991 was carned forward representing 0 32% of GAG

As funding 1s based on puptl numbers this 1s also a key performance indicator Pupil numbers as at August 2012
were 1100, an increase of 10 over 2011 It 1s anticipated that this number will continue to nise during the current
financial year

Another key financial performance indicator 1s staffing costs as a percentage of GAG For 2012 this was 81%,
this can not be compared to previous years as the College was not previously in receipt of GAG

The finance governors review the financial performance of the monthly accounts against the forecast budget at
each committee meeting

It 1s the Governors' current aim to maintain an in year balanced budget to secure the longer term future financial
future of the College This was achieved during this period and it 1s anticipated that this will continue nto the
current financial year

Financial review
a. Financial and risk management objectives and policies

The majonty of School income 1s from the Education Funding Agency in the form of GAG The School objective
Is to spend the GAG resources efficiently and to buld up reserves through other actvities
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THE HEATH SCHOOL
(A company imited by guarantee)

GOVERNORS' REPORT {continued)
FOR THE PERIOD ENDED 31 AUGUST 2012

b Principal risks and uncertainties

The Academy i1s funded directly from the EFA funding streams and as such these are considered to be
reasonably safe and secure The main nsk likely to be encountered 1s a change In government policy and
subsequent possible cuts in funding levels Falling numbers 1s considered the next most serious rnisk to the
Academy although the school is currently at full capacity and this trend Is expected to continue

The Heath School 1s over-subscribed at entry and student numbers have been sustained for many years The
Heath 1s preferred choice for most parents and number on roll 1s projected to increased year on year untll 2017-
18 representing a low rnisk

¢. Reserves policy

It is prudent and sound financial practice to establish an adequate level of reserves for the following reasons

To build up a contingency for unforeseen events

To allow for delays in funding and allow the finances to cope with short term cash flow problems

To establish a provision to allow funding for lifecycle costs which will increase as the building, plant and
equipment ages The fund will also be required to refresh the ICT resources which have a relatively short
ifespan

As funding for the academy will not increase to allow for increased costs resulting from aging as detalled above,
it1s necessary to make allowance from budgets avallable and carry the reserve forwards

The Academy's current free reserves (total funds less those held in fixed assets and restncted reserves) 1s
£252,695 Restricted general funds excluding the pension reserve are £7,732,821, with a pension reserve of
(£667,000) Restricted fixed asset funds are £7,708,347

This will help achieve the objectives set above, however the level of reserves will need to be revisited if
additional use of reserves are required to ensure that the finances of the academy are managed on a long term
sustainable basis

The Governors review the reserve levels of the Academy annually This review encompasses the nature of
Income and expenditure streams, the need to match income with commitments and the nature of reserves The
Governors have determined that the appropriate level of free reserves should be equivalent to two weeks'
expenditure

The reason for this 1s to provide sufficient working capital to cover delays between spending and receipt of
grants and to provide a cushion to deal with unexpected emergencies such as urgent maintenance The
academy’s current level of free reserves of £252,595 (total funds less the amount held In fixed assets and
restncted funds) 15 much less than 1s needed The Academy intends to make every effort to bulld up free
reserves to this level by building additional capacity in other services such as school support

There 1s a pension fund deficit within restricted funds of (£667,000) arising from the transfer of the pension
hability of £294,000 from the Local Authonty on conversion to an Academy, impacted by movements in the year
This does not mean that an immediate habihity for this amount crystalises The deficit position of the pension
scheme would generally result In a cash flow effect for the Academy Trust in the form of an increase In
employers’ pension contributions over a penod of years

d Investment policy

The Business Manager will haise closely with the Commercial Account Manager at Lloyds TSB to ensure the
best available rate of return 15 achieved on any reserves
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THE HEATH SCHOOL
(A company Imited by guarantee})

GOVERNORS' REPORT (continued)
FOR THE PERIOD ENDED 31 AUGUST 2012

Plans for future periods
a. Future developments

Dunng the year 2012-2013 the Academy will be reassessed by Investors in Peopte (IIP} and our School
Improvement Partner (SIP) will continue to scrutinise all aspects of school effectiveness The Academy focus 1s
to improve further from Truly Outstanding to Truly Exceptional The Heath intends to convert from a single
academy to a Multi Academy Trust (MAT) following an approach from the DfE asking The Heath to consider
sponsoring other schools The MAT 1s to be known as “The Heath Family” and will consist of both primary and
secondary schools It 1s expected that eventually the MAT will comprise of approximately ten schools of all
categonies and phases The Heath, Governors and Directors are totally committed to system leadership and
have a long established moral purpose of improving the Ife chances of all young people, not just those
associated with The Heath

Funds held as custodian

The Heath School currently holds a franchise for events organised under guidance of the Liverpool Institute for
the Performing Arts (LIPA) The franchise operates under the trading name Heath Perform Ltd and the funds
held for the financial penod ended 31st August 2012 stood at £3,175

Auditor

Each of the persons who are Governors at the time when this Governors' report 1s approved has confirmed that

. so far as that Governor 1s aware, there i1s no relevant audit infermation of which the charitable company's
auditors are unaware, and

* that Governor has taken all the steps that cught to have been taken as a Governor in order to be aware
of any information needed by the charntable company's auditors in connection with preparnng therr report
and to establish that the charitable company's auditors are aware of that information

This report was approved by order of the members of the Governing Body on 1A Decemi ko r 2012 .
and signed on its behalf by

éjﬂ-‘( 0D ret

Mrs J Ainsworth
Char
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THE HEATH SCHOOL
{A company limited by guarantee)

GOVERNANCE STATEMENT

Scope of Responsibility

As governors, we acknowledge we have overall responsibility for ensuring that The Heath School has an
effective and appropriate system of control, financial and otherwise However such a system is designed to
manage rather than eliminate the rnisk of failure to achieve business objectives, and can provide only reasonable
and not absolute assurance against matenal misstatement or loss

The governing body has delegated the day-to-day responsibility to the Principal, as Accounting Officer, for
ensuring financial controls conform with the requirements of both propriety and good financial management and
in accordance with the requirements and responsibilities assigned to it in the funding agreement between The
Heath School and the Secretary of State for Education They are also responsible for reporting to the governing
body any maternal weaknesses or breakdowns in internal control

Governance

The information on governance included here supplements that described in the Governors' report and In the
governors' responsibilities statement The governing body has formally met 8 tmes during the period
Attendance during the year at meetings of the governing body was as follows

Governor Meetings attended Out of a possible

Mrs J Ainsworth, Chair and Director
Mrs A Parry, Vice Chair and Director
Mrs H Mullaney, Headteacher and Director
Mr J Adams, Responsible Officer
Mrs J Cook

Mrs L Davies

Mrs L Prescott

Mr P Cook

Mr C Fitzsimons

Miss V Snelson

Mrs D Wood, Staff Governor

Mrs D Brown, Staff Governor

Mr S Dewhurst, Associate Governor
Mr J Jardine, Associate Governor
Mr R Rogers, Associate Governor

AN~ PBRON WD NN ®
MO0 0o oOo o m

The Finance and General Purposes Committee 1s a sub-committee of the main governing body Its purpose
1s to assist the decision making of the governing body, by enabling more detaled consideration to be given to
the best means of fulfilling the governing body’s responsibility to ensure sound management of the academy’s
finances and resources, including proper planning, monitoring and probity

Attendance at meetings in the perniod was as follows

Governor Meetings attended Out of a possible
Mrs L Dawvies (Charr) 6 8
Mrs J Ainsworth 8 8
Mrs A Parry 7 8
Mr C Fitzsimons 4 8
Mrs L Prescott 1 8
Miss V Snelson 8 8
Mrs H Mullaney 7 8

The Purpose of the System of Internal Control

The system of internal control 1s designed to manage nsk to a reasonable level rather than to eiminate all nisk of
fallure to achieve policies, ams and objectives, it can therefore only provide reasonable and not absolute
assurance of effectiveness The system of internal control 1s based on an on-going process designed to identify
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THE HEATH SCHOOL
(A company limited by guarantee)

GOVERNANCE STATEMENT {continued)
and prioritise the nisks to the achievement of The Heath School's policies, ams and objectives, to evaluate the
likelihood of those risks being realised and the impact should they be realised, and to manage them efficiently,
effectively and economically The system of internal control has been in place in The Heath School for the
period ended 31 August 2012 and up to the date of approval of the annual report and financial statements

Capacity to Handle Risk

The governing body has reviewed the key risks to which the The Heath School 1 exposed together with the
operating, financial and compliance controls that have been implemented to mitigate those nsks The governing
body 1s of the view that there 1s a formal on-going process for wdentifying, evaluating and managing the The
Heath School's significant risks that has been in place for the period ending 31 August 2012 and up to the date
of approval of the annual report and financial statements This process Is regularly reviewed by the governing
body and 15 being improved with the assistance of the school's accountancy and business consultants

The Risk and Control Framework
The Heath School's system of internal financial control 1s based on a framework of regular management

information and administrative procedures including the segregation of duties and a system of delegation and
accountability In particular, it includes

* comprehensive budgeting and monitoring systems with an annual budget and periodic financial reports
which are reviewed and agreed by the governing body,

. regular reviews by the Finance and General Purposes Committee of reports which indicate financial
performance against the forecasts and of major purchase plans, capital works and expenditure
programmes,

setting targets to measure financial and other performance,

clearly defined purchasing (asset purchase or capital iInvestment) guidelines,
delegation of authonty and segregation of duties,

identification and management of risks

* & & &

The governors have appointed Mr J Adams, a Governor, as Responsible Officer (RO’) The RO's role includes
giving advice on financial matters and performing a range of checks on The Heath School's financial systems
PKF (UK) LLP have been appointed to support the RO In his work On a quarterly basis, the RO reports to the
governing body on the operation of the systems of control and on the discharge of the governing body's financial
responsibilities

Review of Effectiveness

As Accounting Officer, the Headteacher has responsibility for reviewing the effectiveness of the system of
internal control During the peniod in question the review has been informed by

the work of the Responsible Officer,

the work of the external auditor,

the financial management and governance self-assessment process,

the work of the executive managers within The Heath School who have responsibility for the development
and maintenance of the internal control framework

The Accounting Officer has been advised of the implications of the result of their review of the system of internal
contro! by the Finance and General Purposes Committee and a plan to address weaknesses and ensure
continuous improvement of the system s n place

Approved by order of the members of the governing body on Y& D2¢2alaol  and signed on its behalf by
202

“FAnsvoreis uM M’W

Mrs J Ainsworth Mrs H Mullaney
Chair Accounting Officer
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THE HEATH SCHOOL
(A company himited by guarantee)

STATEMENT ON REGULARITY, PROPRIETY AND COMPLIANCE

As Accounting Officer of The Heath School | have considered my responsibility to notify the The Heath School
governing body and the Education Funding Agency of matenal uregularity, impropriety and non-complance with
EFA terms and conditions of funding, under the funding agreement in place between the The Heath School and

the Secretary of State As part of my consideration | have had due regard to the requirements of the Academies
Financial Handbook

i confirm that | and the The Heath School governing body are able to identify any matenal irregular or improper
use of funds by the academy trust, or matena! non comphance with the terms and conditions of funding under
the The Heath School's funding agreement and the Academies Financial Handbook

| confirm that any instances of matenal wrregulanty, impropniety or funding non-compliance discovered to date
have been notified to the governing body and the EFA or, If occurring after the date of this statement, will be
notified to the governing body and the EFA

Al

Mrs H Mullaney
Accounting Officer
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THE HEATH SCHOOL
(A company limited by guarantee)

GOVERNORS' RESPONSIBILITIES STATEMENT

The governors (who act as trustees for chartable activities of the academy and are also the directors of the
charitable company for the purposes of company law) are responsible for preparing the governors’ annual
report and the financial statements in accordance with applicable law and United Kingdom Accounting
Standards {United Kingdom Generally Accepted Accounting Practice) and the Accounts Direction 2011/12
issued by the Education Funding Agency (“the EFA”)

Company law requires the governors to prepare financial statements for each financial year Under company
law the governors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affars of the academy and of the incoming resources and application of resources,
including its iIncome and expenditure, of the academy for the year

In preparing those financial statements the governors are required to

) select suitable accounting policies and then apply them consistently,

. observe the methods and principles in the Chanties SORP,

. make judgments and accounting estimates that are reasonable and prudent,

. state whether applicable UK accounting standards have been followed, subject to any material

departures disclosed and explained n the financial statements, and
. prepare the financial statements on the going concern basis unless It Is inappropriate to
presume that the academy will continue In business

The governors are responsible for keeping adequate accounting records that are sufficient to show and
explain the academy's transactions and disclose with reasonable accuracy at any time the financial position of
the academy and enable them to ensure that the financial statements comply with the requirements of the
Companies Act 2006 They are also responsible for safeguarding the assets of the academy and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities

The governors are responsible for ensuring that in its conduct and operation the academy applies financial
and other controls, which conform with the requirements both of propriety and of good financial management
They are also responsible for ensuring grants received from the DfE/EFA have been appled for the purposes
intended

The governors are responsible for the maintenance and integrity of the financial information included on the
academy's website Legislation in the United Kingdom governing the preparation and dissemination of the
financial statements and other infermation included in annual reports may differ from legisiation In othe
junsdictions
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THE HEATH SCHOOL
(A company limited by guarantee)

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE HEATH SCHOOL

We have audited the financial statements of The Heath School (“the academy”) for the period ended 31 August
2012 which comprise the statement of financial activities, the balance sheet, the cash flow statement and the
related notes The financial reporting framework that has been applied in therr preparation 1s apphcable law and
United Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting Practice) and the
Accounts Direction 2011/12 1ssued by the Education Funding Agency (“the EFA’)

This report is made solely to the academy's members, as a body, in accordance with Chapter 3 of part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the academy's members
those matters we are required to state to them in an auditor's report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the academy and the
academy's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of governors and auditor

As explained more fully in the governors' responsibilites statement, the governors (who are also directors of the
company for the purposes of company law) are responsible for the preparation of the financial statements and
for being satisfied that they give a true and fair view We have been apponted as auditor under the Companies
Act 2006 and report In accordance with that Act Our responsibility Is to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on Audiing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or error This Includes an assessment of whether the accounting policies are appropnate to the
academy's circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the governors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information in the annual report to identify
matenial inconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

. give a true and far view of the state of the academy's affairs as at 31 August 2012 and of its Incoming
resources and application of resources, including its iIncome and expenditure, for the period then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice and the Accounts Direction 2011/12 1ssued by the EFA, and

. have been prepared In accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion

. the information given In the governors’ annual report for the financial penod for which the financial
statements are prepared I1s consistent with the financial statements,
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THE HEATH SCHOOL
(A company limited by guarantee)

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE HEATH SCHOOL

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 and the Accounts
Direction 2011/12 1ssued by the EFA requires us to report to you If, in our opinion

. adequate and proper accounting records have not been kept in respect of the academy, or returns
adequate for our audit have not been received from branches not visited by us, or
the financial statements do not accord with the accounting records, or

. certain disclosures of governor's remuneration specified by law are not made, or
any information or explanation to which we are entitled has not been afforded to us

@F(_w)\&‘a

Mark Sykes (Senior statutory auditor)
for and on behalf of PKF (UK) LLP, Statutory auditor
Liverpool, UK

23 Dacatoe WL
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THE HEATH SCHOOL
{A company limited by guarantee)

INDEPENDENT REPORTING ACCOUNTANT’S ASSURANCE REPORT ON REGULARITY TO THE HEATH
SCHOOL AND THE EDUCATION FUNDING AGENCY

In accordance with the terms of our engagement letter dated 22 March 2012 and further to the requirements of
the Education Funding Agency (EFA} as included in the Academies Accounts Direction 2011/12, we have
carned out an engagement to obtain imited assurance about whether the expenditure disbursed and mncome
received by The Heath School duning the period 1 June 2011 to 31 August 2012 have been applied to the
purposes Identified by Parllament and the financial transactions conform to the authorities which govern them

This report 1s made solely to The Heath Schoo!l and the EFA in accordance with the terms of our engagement
letter Our work has been undertaken so that we might state to The Heath School and the EFA those matters
we are required to state in a report and for no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than The Heath School and the EFA, for our work, for this
report, or for the conclusion we have formed

Respective responsibilities of The Heath School's accounting officer and the reporting accountant

The accounting officer 1s responsible, under the requirements of The Heath School's funding agreement with
the Secretary of State for Education dated 01 June 2011 and the Academies Financial Handbook as published
by DfES 1n 2006, for ensuring that expenditure disbursed and income receved 1s appled for the purposes
intended by Parliament and the financial transactions conform to the authonties which govern them

Our responsibiliies for this engagement are established in the United Kingdom by our profession’s ethical
guidance and are to obtain mited assurance and report in accordance with our engagement letter and the
requirements of the Academies Accounts Direction 2011/12 We report to you whether anything has come to
our attention in carrying out our work which suggests that in all matenal respects, expenditure disbursed and
income received during the penod 1 June 2011 to 31 August 2012 have not been applied to purposes intended
by Parliament or that the financial transactions do not conform to the authonties which govern them

Approach

We conducted our engagement in accordance with the Academies Accounts Direction 2011/12 1ssued by the
EFA We performed a imited assurance engagement as defined in our engagement letter

The objective of a imited assurance engagement Is to perform such procedures as to obtain information and
explanations in order to provide us with sufficient appropriate evidence to express a negative conclusion on
regularity

A limited assurance engagement I1s more Iimited in scope than a reasonable assurance engagement and
consequently does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in a reasonable assurance engagement Accordingly, we do not express a positive opinion

Our engagement includes examination, on a test basis, of evidence relevant to the regulanty and propriety of
the academy trust's income and expenditure

Conclusion

In the course of our work, except for the matters listed below, nothing has come to our attention which suggests
that in all matenial respects the expenditure disbursed and income received durning the period 1 June 2011 to 31
August 2012 has not been applied to purposes Intended by Parliament and the financial transactions do not
conform to the authonties which govern them

Matter 1 Dunng the year a finance lease agreement was entered into with regards to the purchase of
educational software for the students, for which prior approval from the EFA had not been sought

QA.F Cw)u-p

PKF (UK) LLP
Liverpool, UK

23 Teca e 20vL
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THE HEATH SCHOOL

(A company limited by guarantee)

STATEMENT OF FINANCIAL ACTIVITIES
(including Income and Expenditure Account and Statement of Total Recognised Gains and Losses)
FOR THE PERIOD ENDED 31 AUGUST 2012

INCOMING RESOURCES

incoming resources from generated funds
Voluntary income - transfer from Local
Authority on conversion
Activities for generating funds

Incoming resources from chantable activibies
Funding for the academy's educatonal
operations

TOTAL INCOMING RESQURCES

RESOURCES EXPENDED

Charitable activities
Academy's educational operations
Governance costs

TOTAL RESOURCES EXPENDED

NET INCOMING RESOURCES /
{RESOURCES EXPENDED) BEFORE
TRANSFERS

Gross transfers between funds
NET INCOME/ (EXPENDITURE) FOR THE
YEAR

Actuanal gains and losses on defined benefit
pension schemes

NET MOVEMENT IN FUNDS FOR THE YEAR

Total funds brought forward at 26 April 2011

TOTAL FUNDS CARRIED FORWARD AT 31
AUGUST 2012

Restricted Restricted
Unrestricted general fixed asset Total
funds funds funds funds
2012 2012 2012 2012
Note £ £ £ £
3 148,097 (266,097) 7,678,875 7,560,875
4 31,321 - - 31,321
5
108,406 7,879,359 22,225 8,009,990
287,824 7,613,262 7,701,100 15,602,186
35,229 7,711,429 134,212 7,880,870
6 - 15,900 - 15,900
9 35,229 7,727,329 134,212 7,896,770
252,595 (114,067} 7,566,888 7,705,416
20 - {141,459) 141,459 -
252,595 (255,526) 7,708,347 7,705,416
- (387,000) - (387,000)
252,595 (642,526) 7,708,347 7,318,416

252,595

(642,526)

7,708,347

All of the academy trust's activities denve from acquisitions Iin the current financial pernod

7,318,416

A Statement of Total Recognised Gains and Losses Is not required as all gans and losses are included in the

Statement of Financial Activities

The notes on pages 18 to 38 form part of these financial statements

Page 15




THE HEATH SCHOOL

(A company limited by guarantee) |
REGISTERED NUMBER. 07614421

BALANCE SHEET
AS AT 31 AUGUST 2012
2012
Note £ £
FIXED ASSETS
Tangible assets 16 7,708,348
CURRENT ASSETS
Debtors 17 196,496
Cash at bank and in hand 265,262
461,758
CREDITORS amounts falling due within one year 18 (173,723)
NET CURRENT ASSETS 288,035 ‘
TOTAL ASSETS LESS CURRENT LIABILITIES 7,996,383 ‘
CREDITORS: amounts falling due after more than one year 19 {10,967)
NET ASSETS EXCLUDING PENSION SCHEME ASSETS/{LIABILITIES) 7,985,416
Defined benefit pension scheme hability 26 {667,000)
NET ASSETS INCLUDING PENSION SCHEME ASSETS/(LIABILITIES) 7,318,416
FUNDS OF THE ACADEMY:
Restricted income funds
General funds 20 24,474
fixed asset funds 20 7,708,347
Restricted funds excluding pension liability 7,732,821
Pension reserve {667,000)
Total restricted funds 7,065,821
Unrestricted funds 20 252,595

7,318,416

The financial statements were approved by the Governors on 1A DL a0l 20() and signed on their
behalf, by

@'?nguw 6\_
J Ainsworth, Chair

The notes on pages 18 to 38 form part of these financial statements
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THE HEATH SCHOOL
{A company imited by guarantee)

CASH FLOW STATEMENT
FOR THE PERIOD ENDED 31 AUGUST 2012

2012

Note £

Net cash inflow from operating activities 22 208,789
Capital expenditure and financial nvestment 23 (119,527)
Cash transferred on conversion to an academy trust 23 176,000
INCREASE IN CASH IN THE PERIOD 265,262

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS
FOR THE PERIOD ENDED 31 AUGUST 2012

2012

£

Increase in ¢cash in the period 265,262
CHANGE IN NET FUNDS RESULTING FROM CASH FLOWS 265,262
New finance ease (21,933)
MOVEMENT IN NET FUNDS IN THE PERICD 243,329

NET FUNDS AT 31 AUGUST 2012 243,329
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THE HEATH SCHOOL
(A company mited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

ACCOUNTING POLICIES

11

12

13

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention The financial
statements have been prepared in accordance with the Statement of Recommended Practice
(SORP), "Accounting and Reporting by Chanties” published m March 2005, the Academies
Accounts Directton 1ssued by the EFA, apphcable accounting standards and the Companies Act
2006 A summary of the principle accounting policies, which have been applied consistently, except
where noted, Is set out below

Company status

The academy I1s a company limited by guarantee The members of the company are the Governors
named on page 1 In the event of the academy being wound up, the liability in respect of the
guarantee 15 Iimited to £10 per member of the academy

Fund accounting

Unrestricted income funds represent those resources which may be used towards meeting any of
the chantable objects of the academy at the discretion of the Governors

Restricted fixed asset funds are resources which are to be applied to specific capital purposes
imposed by the Department for Education where the asset acquired or created i1s held for a specific
purpose

Restricted general funds compnse all other restrnicted funds received and include grants from the
Department for Education
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1.

THE HEATH SCHOOL
(A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

ACCOUNTING POLICIES {continued)

14

156

1.6

Incoming resources

All incoming resources are included in the statement of financiali activites when the academy 1s
legally entitled to the income and the amount can be quantified with reascnable accuracy

Grants are included in the statement of financial activites on a recewvable basis The balance of
income received for specific purposes but not expended duning the penod 1s shown In the relevant
funds on the balance sheet The general annual grant (‘the GAG') from the DfE, which 1s intended to
meet recurrent costs, 1s credited directly to the statement of financial activities Other grants from
government agencies and other bodies are recognised in the penod in which they are recevable to
the extent the cenditions of funding have been met Where income 1s recewved in advance of
entitlement of receipt, s recognition 1s deferred and included in creditors as deferred income
Where entitiement occurs before income 1s received, the iIncome i1s accrued

The value of donated services and gifts in kind provided te the academy are recognised at therr
open market value in the period In which they are receivable as incoming resources, where the
benefit to the academy can be reliably measured An equivalent amount 1s included as expenditure
under the relevant heading in the statement of financial activities, except where the gift in kind was a
fixed asset in which case the amount 1s included In the appropriate fixed asset category and
depreciated over the useful economic Iife in accordance with the academy’s policies

Donations are recognised on a receivable basis where there 1s certainty of receipt and the amount
can be reliably measured

Fixed assets transferred from the Local Authority on conversion have been recorded in the balance
sheet at cost, with an equivalent amount included as voluntary income

Other income, including the hire of facilittes, 1s recognised in the period in which 1t 1s receivable and
to the extent the goods have been provided or on completion of the service

Resources expended

All expenditure 1s recognised In the period in which a hability 18 incurred and has been classified
under headings that aggregate all costs related to that category Where costs cannot be directly
attnbuted to particular headings they have been allocated on a basis consistent with the use of
resources, with central staff costs allocated on the basis of time spent, and depreciation charges
allocated on the portion of the asset's use Other support costs are allocated based on the spread of
staff costs

Charntable activities are costs incurred In the academy's educational operations

Governance costs include the costs attributable to the academy's comphance with constitutional and
statutory requirements, including audit, strategic management and Governors' meetings and
reimbursed expenses

All resources expended are recorded net of VAT unless it 1s irrecoverable

Going concern

The governors assess whether the use of going concern 1s appropnate 1e whether there are any
material uncertainties related to events or conditions that may cast significant doubt on the ability of

the company to conbnue as a going concern The governors make this assessment in respect of a
pericd of one year from the date of approval of the financial statements
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THE HEATH SCHOOL
(A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

1. ACCOUNTING POLICIES (continued)

17

1.8

1.9

Tangible fixed assets and depreciation
All assets costing more than £1,000 are capitalised

Where tangble fixed assets have been acquired with the aid of specific grants, either from the
government or from the private sector, they are included in the balance sheet at cost and
depreciated over their expected useful economic life The related grants are credited to a restricted
fixed asset fund tn the statement of financial activities and are carried forward in the balance sheet
Depreciation on such assets 1s charged to the restricted fixed asset fund in the statement of financial
activities so as to reduce the fund over the useful economic life of the related asset on a basis
consistent with the academy’s depreciation policy

Long term leasehold property cemprises land and buildings transferred from the Local Authonty The
builldings have been included in the balance sheet at cost equivalent to open market value and are
being depreciated over the remaining lease term

A review for impairment of a fixed asset 1s carried out If events or changes In circumstances indicate
that the carrying value of any fixed asset may not be recoverable Shortfalls between the carrying
value of fixed assets and thelr recoverable amounts are recogrised as imparments Imparment
losses are recognised in the Statement of Financial Activites

Tangible fixed assets are stated at cost less depreciation  Depreciation 15 provided at rates
calculated to wnte off the cost of fixed assets, less ther estimated residual value, over ther
expected useful ves on the following bases

L/Term Leasehold Property Over the remaining lease term

Motor vehicles - 25% straight line
Fixtures and fitings - 20% straight line
Computer equipment - 33 33% straight line
Property improvements - 20% straight line

Leasing and hire purchase

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible fixed
assets Assets acquired by finance lease are depreciated over the shorter of the lease term and their
useful lives Assets acquired by hire purchase are depreciated over their useful ives Finance leases
are those where substantially all of the benefits and nsks of ownership are assumed by the
academy Obligations under such agreements are included in creditors net of the finance charge
allocated to future periods The finance element of the rental payment 1s charged to the statement of
financial actvities so as to produce a constant penodic rate of charge on the net obligation
outstanding in each penod

Operating leases

Rentals under operating leases are charged to the statement of financial actities on a straight line
basis over the lease term

1.10 Taxation

The academy 1s considered to pass the tests set out in Paragraph 1 Schedule 6 of the Finance Act
2010 and therefore it meets the defintion of a charitable company for UK corporation tax purposes
Accordingly, the academy s potentially exempt from taxation in respect of income or capital gains
received within categories covered by Chapter 3 Part 11 of the Corporation Tax Act 2010 or Section
256 of the Taxation of Chargeable Gains Act 1992, to the extent that such income or gains are
applied exclusively to charitable purposes
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THE HEATH SCHOOL
(A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

ACCOUNTING POLICIES {continued)

1.11 Pensions

Retirement benefits to employees of the academy are provided by the Teachers' Pension Scheme
{"TPS") and the Local Government Pension Scheme ("LGPS") These are defined benefit schemes,
are contracted out of the State Earnings-Related Pension Scheme ("SERPS"}), and the assets are
held separately from those of the academy

The TPS 15 an unfunded scheme and contrnibutions are calculated se as to spread the cost of
pensions over employees' working lives with the academy in such a way that the pension cost 1s a
substantially level percentage of current and future pensionable payroll The contributions are
determined by the Government Actuary on the basis of quinquennial valuations using a prospective
benefit method As stated in note 26, the TPS 15 a multi-employer scheme and the academy i1s
unable to identify its share of the underlying assets and habilities of the scheme on a consistent and
reasonable basis The TPS s therefore treated as a defined contnbution scheme and the
contnibutions recognised as they are paid each year

The LGPS 15 a funded scheme and the assets are held separately from those of the academy In
separate trustee administered funds Pension scheme assets are measured at far value and
habiites are measured on an actuanal basis using the projected unit method and discounted at a
rate equivalent to the current rate of return on a high qualty corperate bend of equivalent term and
currency to the hiabilities The actuanal valuations are obtained at least triennially and are updated at
each balance sheet date The amounts charged to operating surplus are the current service costs
and gains and losses on the settlements and curtallments They are included as part of staff costs
Past service costs are recognised immediately in the statement of financial activities if the benefits
have vested If the benefits have not vested immedrately, the costs are recognised over the period
vesting occurs The expected return an assets and the interest cost are shown as a net finance
amount of other finance costs or credits adjacent to interest Actuarnal gains and losses are
recognised immediately in other gains and losses

1.12 Conversion to an academy trust

The conversion from a state maintained school to an academy trust involved the transfer of
identifiable assets and labilities and the operation of the scheol for £NIL consideration and has been
accounted for under the acquisition accounting method

The assets and liabilities transferred on converston from The Heath School to an academy trust have
been valued at ther farr value being a reasonable estimate of the current market value that the
Governors would expect to pay in an open market for an equivalent item Their far value 15 In
accordance with the accounting policies set out for The Heath School The amounts have been
recognised under the appropriate balance sheet categories, with a corresponding amount recognised
In voluntary income as net income n the statement of financial activites and analysed under
unrestricted funds, restricted general funds and restricted fixed asset funds

Fixed assets transferred on conversion from the Local Authonty include long term leasehold property
at a cost of £7,608,638, with a corresponding credit to voluntary income The cost of the property has
been recorded as the valuation of the property from the Education Funding Agency Other assets and
habilities transferred on canversion include the pension deficit of £294,000

Further details of the transaction are set out in note 25
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THE HEATH SCHOOL
{A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

GENERAL ANNUAL GRANT (GAG)

Result and Carry Forward for the Year
GAG Allocation for current year

Total GAG Available to spend

Recurrent expenditure from GAG
Fixed assets purchased from GAG
Other transfers from GAG

GAG Carried forward to next year

Maximum permitted GAG carned forward at end of current year (12%
allocation for current year)

GAG to surrender to DfE

{12% rule breached If result 1s positive)

VOLUNTARY INCOME

Unrestricted
funds

2012

£

Transfer from Local Authority on conversion 148,097

ACTIVITIES FOR GENERATING FUNDS

Unrestricted
funds

2012

£

Hire of faciities 31,321

INCOMING RESOURCES FROM CHARITABLE ACTIVITIES

Unrestricted
funds

2012

£

Funding for the academy's educational operations 108,406
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2012

7,418,325

7,418,325

(7,238,875)
(141,459)
(14,000)

23,991

(890,199)
(866,208)

No breach

Restricted Total
funds funds
2012 2012

£ £

7,412,778 7,560,875

Restricted Total
funds funds
2012 2012

£ £

- 31,321
Restricted Total
funds funds
2012 2012

£ £

7,901,584 8,009,990




THE HEATH SCHOOL
(A company himited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

FUNDING FOR ACADEMY'S EDUCATIONAL OPERATIONS

DfE/EFA revenue grant

General annual grant (GAG)
Cther DfE/EFA grants

Other funding

School to schoo! support
Contnbutions to school fund
Other iIncome

Natronal Learning College

GOVERNANCE COSTS

Auditor's remuneration - Audit of financial statements
Auditor's remuneration - Responsible officer audit
Legal and professional fees

DIRECT COSTS

Pension finance costs

Teaching and educational supples
Education supplies

Examination fees

School fund expenditure
Depreciation

Wages and salaries

National insurance

Pension cost
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Unrestricted Restricted Total
funds funds funds
2012 2012 2012
£ £ £
- 7,418,325 7,418,325
- 200,928 200,928
- 7,619,253 7,619,253
108,406 - 108,406
- 192,973 192,973
- 10,892 10,892
- 78,466 78,466
108,406 282,331 390,737
108,406 7,901,584 8,009,990
Unrestricted Restricted Total
funds funds funds
2012 2012 2012
£ £ £
- 8,400 8,400
- 1,000 1,000
- 6,500 6,500
- 15,900 15,900
Funding for
academy’s
educational Total
operations 2012
£ £
2,000 2,000
63,846 63,846
451,677 451,677
148,669 148,669
255,620 255,620
120,884 120,884
4,339,731 4,339,731
359,329 359,329
619,571 619,571

6,361,327

6,361,327




THE HEATH SCHOOL
{A company imited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

SUPPORT COSTS
Funding for
academy's

educational Total
operations 2012
£ £
Pension finance costs 2,000 2,000
Education supplies 2,508 2,508
Staff development 37,539 37,539
Depreciation 13,327 13,327
Maintenance of premises 121,197 121,197
Recrutment and support 15,849 15,849
Cleaning 12,800 12,800
Rent and rates 320,994 320,994
Secunty and transport 2,795 2,795
Insurance 63,263 63,263
Catenng 85,426 85,426
Other support costs 104,405 104,405
Legal and professicnal fees 29,668 29,668
Governors Insurance 888 888
Wages and salares 607,233 607,233
National insurance 33,469 33,469
Pension cost 66,182 66,182

1,519,543 1,519,543

ANALYSIS OF RESOURCES EXPENDED BY EXPENDITURE TYPE

Staff costs Other costs Total

2012 2012 2012

£ £ £

Funding for the academy's educational operations 6,025,515 1,855,355 7,880,870
Governance - 15,900 15,900

6,025,515 1,871,255 7,896,770

ANALYSIS OF RESOURCES EXPENDED BY ACTIVITIES

Activities
undertaken Support
directly costs Total
2012 2012 2012
£ £ £

Funding for the academy's educational operations 6,361,327 1,519,543 7,880,870
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THE HEATH SCHOOL
{A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

NET INCOMING RESOURCES / (RESOURCES EXPENDED)

This 1s stated after charging

2012
£

Depreciation of tangible fixed assets
- owned by the chanty 130,145
- held under finance leases 4,067
Auditors' remuneration 8,400
Auditors’ remuneration - non-audit 7,500

Operating lease rentals

- other operating leases 22,985

Duning the penod, no Governors received any remuneration, benefits in kind or reimbursement of
expenses

STAFF COSTS

Staff costs were as follows

2012
£

Wages and salanes 4,946,964
Social security costs 392,798
Other pension costs {Note 26) 685,753

6,025,515

The average number of persons (including the senior management team) employed by the academy
during the period expressed as full ime equivalents was as follows

2012
No.
Teachers 64
Administration and support 60
Management 10
134

The number of employees whose emoluments fell within the following bands for the period was
2012
No.
In the band £60,001 - £70,000 3
In the band £100,001 - £200,000 1
4

All of the four abave employees participated in the Teachers' Pension Scheme Durning the period ended
31 August 2012, employer's pension contributions for these staff amounted to £52,549
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15.

THE HEATH SCHOOL
(A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

GOVERNORS' REMUNERATION

Principal and staff governors only receive remuneration in respect of services they provide undertaking
the roles of Principal and staff and not in respect of therr services as governors Other governors did not
receive any payments from the academy i respect of therr role as governors The value of governors'
remuneration was as follows

2012

£

Principal 145,643
Other staff Governor 38,666
Other staff Governor 25,594

The figures disclosed in the note above represent remuneration for a 15 month penod

GOVERNORS' AND OFFICERS' INSURANCE

In accordance with normal commercial practice the academy has purchased nsurance to protect
Governors and officers from claims arising from negligent acts, errors or omissions occurnng whilst on
academy business The insurance provides cover up to £2m on any one claim and the cost for the penod
ended 31 August 2012 was £888

The cost of this insurance 1s included in the total insurance cost

OTHER FINANCE COSTS
2012
£
Expected return on pension scheme assets 108,000
Interest on pension scheme liabilities (112,000)
(4,000)
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THE HEATH SCHOOL

(A company imited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

TANGIBLE FIXED ASSETS

Cost

At 26 Apnl 2011

Transfer on
conversion

Additions

At 31 August
2012

Depreciation

At 26 Apri) 2011
Charge for the
period

At 31 August
2012

Net book value

At 31 August
2012

7,532,552

| /Term Fixtures
Leasehold Motor and Computer Property
Property  vehicles fittings equipment improvements Total
£ £ £ £ £ £
7,608,638 3,000 54,199 13,038 - 7,678,875
- - 22,967 132,511 8,207 163,685
7,608,638 3,000 77,166 145,549 8,207 7,842,560
76,086 938 16,015 40,163 1,010 134,212
76,086 938 16,015 40,163 1,010 134,212
2,062 61,151 105,386

7,197 7,708,348

The net book value of assets held under finance leases or hire purchase contracts, included above, are

as follows

Computer equipment

DEBTORS

Other debtors

Prepayments and accrued income

Page 27

2012
£

20,333

2012
£

31,606
164,890

196,496
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THE HEATH SCHOOL
(A company mited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

CREDITORS:
Amounts falling due within one year
2012
£
Net obligations under finance leases and hire purchase contracts 10,967
Trade creditors 88,255
Social security and other taxes 4,129
Accruals and deferred income 70,372
173,723
£
Deferred income

Resources deferred dunng the year 47,244

Deferred income relates to income on the school fund which has been received in advance and 1s being
held for expenditure in the next financial pertod

CREDITORS:
Amounts falling due after more than one year
2012
£

Net obligations under finance leases and hire purchase contracts 10,967

Obligations under finance leases and hire purchase contracts, included above, are payable as follows

2012
£

Between two and five years 10,967
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THE HEATH SCHOOL

{A company himited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

STATEMENT OF FUNDS

Brought Incoming Resources  Transfers Gains/ Carried
Forward resources Expended infout (Losses) Forward
£ £ £ £ £ £
Unrestricted
funds
Unrestricted funds - 287,824 {35,229) - - 252,595
Restricted funds
Transfer from Local
Authority on
Conversion - 483 - - - 483
General Annual
Grant (GAG) - 7,418,325 (7,238,875) (155,459) - 23,991
Other DfE/ EFA
grants - 257169 (257,169) - - -
QOther iIncome - 10,892 (10,892) - - -
School fund - 220,393 (220,393) - - -
Pension reserve - {294,000) - 14,000 (387,000) {667,000)
- 7,613,262 (7,727,329} (141,459) {387,000) (642,5286)

£141,459 has been transferred out of restricted funds in respect of fixed asset additions purchased out of GAG
The transfer between GAG and the pension reserve within restricted funds of £14,000 1s in respect of
movements on the pension hability in the penod

Restricted fixed asset funds

Transfer from Local

Authonty on

conversion - 7,678,875 (134,212) - - 7,544,663
DfE/ EFA capital

grants - 22,225 - - 22,225
Capital expenditure

from GAG - - - 141,459 - 141,459

- 7,701,100 (134,212) 141,459 - 7,708,347

Total restricted

funds - 15,314,362  (7,861,541) - (387,000) 7,065,821
Total of funds - (387,000)

15,602,186 (7,896,770) -
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THE HEATH SCHOOL
(A company himited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

SUMMARY OF FUNDS

Brought Incoming Resources  Transfers Gains/ Carried

Forward resources Expended infout (Losses) Forward

£ E £ £ £ £

General funds - 287,824 (35,229) - - 252,595

Restricted funds - 7,613,262 (7,727,329) {141,461) (387,000) (642,528)

Restricted fixed

asset funds - 7,701,100 (134,212) 141,461 - 7,708,349
- 15,602,186 (7,896,770) - {387,000) 7,318,416

The specific purposes for which funds are to be applied are as follows

GAG (Restricted general funds)

These are expended on the prowision of education, including associated support functions, and on the
Academy’s related community activities

Restricted fixed assets funds
These funds are carried forward to meet the specific costs of fixed assets projects and to cover future
depreciation charges on these projects and on fixed assets currently held

Other unrestricted funds B
These are used 1n support of the Academy's educational and community activities

21. ANALYSIS OF NET ASSETS BETWEEN FUNDS
Restrnicted Restricted

Unrestricted general fixed asset Total
funds funds funds funds
2012 2012 2012 2012
£ £ £ £
Tangible fixed assets - - 7,708,349 7,708,349
Current assets 252,595 209,162 - 461,757
Creditors due within one year - {173,723) - (173,723}
Creditors due in more than one year - (10,967) - (10,967}
Pension scheme liability - (667,000) - {667,000)

252,595 (642,528) 7,708,349 7,318,416
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NET CASH FLOW FROM OPERATING ACTIVITIES

2012
£
Net incoming rescurces before revaluations 7,705,416
Cash transferred on conversion to an academy trust (176,000)
Depreciation of tangible fixed assets 134,212
Capital grants from DfE and other capital income (7,701,100}
Increase in debtors {196,496)
Increase in creditors 162,757
FRS 17 pension costs less contributions payable {18,000)
FRS pension finance cost 4,000
FRS 17 penston cost introduced on conversion 294,000
Net cash inflow from operations 208,789
ANALYSIS OF CASH FLOWS FOR HEADINGS NETTED IN CASH FLOW STATEMENT
2012
£
Capital expenditure and financial investment
Purchase of tangible fixed assets {141,752)
Caputal grants from DfE 22,225
Net cash outflow capital expenditure (119,527)
2012
£
Conversion to an academy trust
Cash transferred on conversion to an academy trust 176,000
ANALYSIS OF CHANGES IN NET DEBT
Other
non-cash
26 April Cash flow changes 31 August
2011 2012
£ £ £ £
Cash at bank and in hand - 265,262 - 265,262
Debt:
Finance leases - - {21,933) (21,933)
243,329

Net funds - 265,262 {21,933)
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CONVERSION TO AN ACADEMY TRUST

On 1 June 2011 The Heath School converted to academy trust status under the Academies Act 2010 and
all the operations and assets and labilities were transferred to The Heath School from Halton Local
Authorrty for £NIL consideration

The transfer has been accounted for using the acquisition method The assets and habiities transferred
were valued at their fair value and recognised in the balance sheet under the appropriate headings with a
corresponding net amount recognised In the statement of financial activities as voluntary income

The following table sets out the far values of the identifiable assets and habilities transferred and an
analysis of their recognition in the statement of financial activities

Restricted Restricted

Unrestricted general fixed asset Total
funds funds funds funds
£ £ £ £

Tangible fixed assets
- Freehold/leasehold land and buildings - - 7,608,638 7,608,638
- Other tangible fixed assets - - 70,237 70,237
Bank balances 148,097 483 - 148,580
LGPS pension surplus/(deficit) - {294,000) - (294,000)
School fund inhented on conversion - 27,420 - 27,420

Net assets/(llabilities) 148,097 {266,097) 7,678,875 7,560,875

The above net assets include £27,420 that was transferred as cash in respect of the school fund, and
£148,580 other cash transferred on conversion

On conversion, operating leases for Portakabins were transferred to the Academy from the Local
Authonty

PENSION COMMITMENTS

The academy's employees belong to two principal pension schemes the Teacher's Pension Scheme for
England and Wales (TPS) for academic and related staff, and the Local Government Pension Scheme
{LGPS) for non-teaching staff, which 1s managed by Hymans Robertson LLP  Both are defined benefit
schemes

The pension costs are assessed in accordance with the advice of independent qualfied actuanes The
latest actuarnial valuation of the TPS was 31 March 2004 and of the LGPS 31 March 2010

There were no outstanding or prepaid contributions at either the beginning or the end of the financial
pernod

Teachers' Pension Scheme

The Teachers' Pension Scheme {"TPS"}) 1s a statutory, contributory, defined benefit scheme The
regutations under which the TPS operates are the Teachers' Pensions Regulations 2010

Although teachers and lecturers are employed by varnious bodies, therr reirement and other pension
benefits, including annual ncreases payable under the Pensions (Increase) Acts are, as provided for in
the Superannuation Act 1972, paid out of monies provided by Parhament Under the unfunded TPS,
teachers' contributions on a 'pay as you go' basis, and employers' contributions are credited to the
Exchequer under arrangements governed by the above Act
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PENSION COMMITMENTS (continued)

The Teachers' Pensions Regulations require an annual account, the Teachers' Pension Budgeting and
Valuation Account, to be kept of receipts and expenditure (including the cost of pensions’ increases)
From 1 Apnl 2001, the Account has been credited with a real rate of return {in excess of price increases
and currently set at 3 5%), which 1s equivalent to assuming that the balance in the Account s invested in
noticnal investments that produce that real rate of return

The Government Actuary (‘GA'"), using normal actuanal principles, conducts formal actuaral reviews of
the TPS The aim of the reviews 1s to specify the level of future contributions

The contribution rate paid into the TPS 1s assessed in two parts First, a standard contribution rate
('SCR’) 1s determined This i1s the contribution, expressed as a percentage of the salaries of teachers and
lecturers in service or entenng service during the perod over which the contnbution rate apphes, which if
it were paid over the entire active service of these teachers and lecturers would hroadly defray the cost of
benefits payable in respect of that service Secondly, a supplementary contnbution 1s payable If, as a
result of the actuarnal nvestigation, it 1s found that accumulated labilties of the Account for benefits to
past and present teachers, are not fully covered by standard contnbutions to be paid in future and by the
notional fund built up from past contributions The total contnbution rate payable 1s the sum of the SCR
and the supplementary contribution rate

The last valuation of the TPS related to the penod 1 Apnl 2001 - 31 March 2004 The GA's report of
October 2006 revealed that the total habihties of the Scheme (pensions currently in payment and the
estimated cost of future benefits) amounted to £166,500 milions The value of the assets (estmated
future contnibutions together with the proceeds from the notional investments held at the valuation date)
was £163,240 millions The assumed real rate of return 15 3 5% In excess of prices and 2% in excess of
earnings The rate of real eamings growth 1s assumed to be 1 5% The assumed gross rate of return 1s
6 5%

As from 1 January 2007, and as part of the cost shanng agreement between employers' and teachers'
representatives, the SCR was assessed at 19 75%, and the supplementary contrbution rate was
assessed to be 0 75% (to balance assets and liabilities as required by the regulations within 15 years)
This resulted in a total contnbution rate of 20 5%, which translated into an employee contribution rate of
6 4% and employer contribution rate of 14 1% payable The cost-sharnng agreement also introduced -
effective for the first ime for the 2008 valuation - a 14% cap on employer contributions payable

From 1 Apnl 2012 te 31 March 2013, the employee contribution rate will range between 6 4% and 8 8%,
depending on a member's Full Time Equivalent satary Further changes to the employee contribution rate
will be apphed in 2013-14 and 2014-15

Actuanal scheme valuations are dependent on assumptions about the value of future costs, design of
benefits and many other factors Many of these are being discussed In the context of the design for a
reformed TPS and scheme valuations are, therefore, currently suspended The Government, however,
has set out a future process for determining the employer contribution rate under the new scheme, and
this process will iInvelve a full actuanal valuation

Under the definitions set out In Financial Reporting Standard (FRS17) Retirement Benefits, the TPSis a
mult-employer pension scheme The academy 1s unable to identify its share of the underlying assets and
habilities of the scheme Accordingly, the academy has taken advantage of the exemption in FRS17 and
has accounted for its contnbutions to the scheme as if it were a defined contnbution scheme The
academy has set out above the information avallable on the scheme and the implications for the
academy In terms of the anticipated contribution rates

Local Government Pension Scheme

The LGPS 1s a funded defined benefit scheme, with assets held in separate trustee-administered funds
The total contribution made for the period ended 31 August 2012 was £231,821, of which employer's

Page 33




26

THE HEATH SCHOOL
(A company limited by guarantee)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 31 AUGUST 2012

PENSION COMMITMENTS (continued)

contributions totalled £175,442 The agreed contribution rate for future years are 24 6% for employers

As descnibed in note 25 the LGPS obligation relates to the employees of the academy, who were the
employees transferred as part of the conversion from the maintained school and new employees who
were eligible to, and did, join the scheme in the period The obligation In respect of employees who
transferred on conversion represents therr cumulative service at both the predecessor school and the

academy at the balance sheet date

The amounts recognised in the balance sheet are as follows

Present value of funded obligations
Fair value of scheme assets

Net hability

The amounts recogrused in the statement of financial activities are as follows

Current service cost
interest on obligation
Expected return on scheme assets

Total

Actual return on scheme assets

Movements In the present value of the defined benefit obligation were as follows

Current service cost

Interest cost

Contributtons by scheme participants
Actuanal Losses

Liabilities assumed 1n a business combination

Ciosing defined benefit obligation
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£

(2,295,000)
1,628,000

(667,000)

2012
£

(159,000)
(112,000)
108,000

(163,000)

58,000

2012
£

159,000
112,000
56,000
342,000
1,626,000

2,295,000
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PENSION COMMITMENTS (continued)

Movements in the fair value of the academy's share of scheme assets

2012

£

Expected return on assets 108,000
Actuanal losses (45,000}
Contributions by employees 56,000
Assets acquired in a business combination 1,332,000
Employer contributions 177,000

1,628,000
The cumulative amount of actuanal gains and losses recogmsed in the statement of total recognised
gains and losses was £387,000
The academy expects to contnbute £141,000 to its defined benefit pension scheme 1n 2013

The major categories of scheme assets as a percentage of total scheme assets are as follows

2012
Equities 7100 %
Bonds 1500 %
Property 600 %
Cash 800 %
Principal actuarial assumptrons at the balance sheet date {expressed as weighted averages)
2012
Discount rate for scheme habilities 410 %
Expected return on scheme assets at 31 August 480 %
Rate of increase In salaries 450 %
Rate of increase for pensions in payment / inflation 220 %
Sensitivity analysis
Approximate %
Increase to Approximate
Employer monetary
Liability amount
0 5% decrease in Real Discount Rate 1500 % 355,000
1 year increase in member life expectancy 300 % 69,000
0 5% increase Iin the Salary Increase Rate 8.00 % 193,000
0 5% increase In the Pension Increase Rate 7.00 % 150,000
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PENSION COMMITMENTS (continued)

The current mortality assumptions include sufficient allowance for future improvements in mortality rates

The assumed life expectations on retirement age 65 are

2012
Retinng today
Males 229
Females 25.7
Retiring 1n 20 years
Males 249
Females 27.7
Amounts for the current period are as follows
Defined benefit pension schemes

2012

£

Defined benefit obhgation {2,295,000)
Scheme assets 1,628,000
Deficit (667,000)
Experience adjustments on scheme habilites (342,000)
Experience adjustments on scheme assets {45,000)

The academy's share of the assets and liabilities in the scheme and the expected rates of return

were’
Expected return
at 31 August Fair value at 31
2012 August 2012
2012 2012
% £
Equities 55 1,156,000
Bonds 2.8 244,000
Property 3.7 98,000
Cash 2.8 130,000
Total market value of assets 1,628,000
Present value of scheme liabilities (2,295,000)
Net pension liability (667,000)

The expected rate of return of plan assets 1s based on market expectations at the beginning of the

penod
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Value of scheme assets and liabilities

Market value of assets
Present value of scheme liabilities

Deficit in the scheme

Net pension liabihity

Value at
2012
£

1,628,000
(2,295,000)

(667,000)

(667,000)

The fallowing amounts have been recognised in the financial statements in the year to 31 August 2012

under the requirements of FR517

Operating surplus
Current service cost

Total operating charge
Other finance income
Expected return on pension scheme assets

Interest on pension scheme liabilities

Net return

Analysis of amount recognised In the statement of total recognised gains and

losses (STRGL)

Actual return less expected return on pension scheme assets
Expenence gans and losses arising on the scheme lhabilities

Actuarial loss recognised in STRGL

History of experience gains and losses in the scheme

Difference between the expected and actual return on scheme assets
Amount (£)
Percentage of scheme assets

Expertence gains and losses on scheme habilities
Amount (£)
Percentage of the present value of the scheme habilities

Total amount recognised n statement of total recognised gains and losses
Amount (£)
Percentage of the present value of the scheme habilities

Page 37

2012
£

159,000

159,000

108,000
(112,000)

(4,000)

{45,000)
(342,000)

{387,000)

2012

(45,000)
(2 8)%

(342,000)
(14.9)%

(387,000)
{16 9)%
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OPERATING LEASE COMMITMENTS

At 31 August 2012 the academy had annual commitments under non-cancellable operating leases as
follows

Land and
buildings Other
2012 2012
£ £
Expiry date:
Within 1 year 13,804 -
Between 2 and 5 years 8,840 1,031

RELATED PARTY TRANSACTIONS

Owing to the nature of the academy's operations and the composition of the board of governers being
drawn from local public and private sector organisations, it 15 inevitable that transactions will take place
with organisations in which a member of the board of governors may have an interest All transactions
involving such organisations are conducted at arm's length and in accordance with the academy's
financial regulations and normal procurement procedures

During the year H Mullaney, Headteacher and Governor, was appomnted as Executive Headteacher of
Weston Primary Schoo! and acted as a member of key management personnel with the ability to direct
the financial and operating policy of the entity within the year In ine with FRS 8 this 1s deemed to be a
related party relationship Included within other income 1s £26,202 n respect of these services This
balance was received n full within the year and there 1s no year end debtor balance

MEMBERS’ LIABILITY

Each member of the charitable company undertakes to contribute to the assets of the company in the
event of it being wound up while hefshe 15 a member, or within one year after he/she ceases to be a
member, such amount as may be required, not exceeding £10 for the debts and hablties contracted
before he/she ceases to be a member
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