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HARMENY EDUCATION TRUST LIMITED

DIRECTORS' REPORT
(Incorporating the Trustees’ Annual Report)

The directors submit their report together with financial statements for the year ended 31 March 2014. The Financial
Statements comply with current statutory requirements, the memorandum and articles of association and with the
Statement of Recommended Practice 2005.

ACCOUNTING AND REPORTING RESPONSIBILITIES

Law applicable in Scotland requires the directors to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the company and of the incoming resources and application of resources, including
the income and expenditure of the company for that year. In preparing those financial statements, the directors are
required to:

« select suitable accounting policies and to apply them consistently;

« make judgements and estimates that are reasonable and prudent;

« observe the methods and principles in the charities SORP;

» state whether applicable UK accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in operation.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the company and to enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible tor sateguarding the assets of the company and for taking reasonable
steps for the prevention and detection of error, fraud and other irregularities.

The directors confirm that, so far as they are aware, there is no relevant audit information of which the company’s auditor
is unaware and that all steps have been taken by the directors to make themselves aware of any such information and to
establish that the company's auditor is aware of that information.

STRUCTURE, GOVERNANCE AND MANAGEMENT

Harmeny Education Trust Limited is a company limited by guarantee and does not have a share capital. The governing
documents are the company’s articles of association.

The directors of the company are chosen for appointment with reference to their experience and their ability to contribute
to the work of the charity. The Board of Directors meets regularly and has appointed sub-committees covering the
principal aspects of the company’s operation. The day-to-day running of the company is managed by the Chief Executive
and a team of senior managers.

Succession planning and the recruitment process of Trustees are very thorough and focuses on required skill sets. An
induction pack is provided for new Board members and an induction programme provided, which includes an overview of

the operational and strateqic elements of the organisation and meetings with key staff.

Save The Children Fund has a right to appoint a director.




The directors, none of whom has a beneficial interest in the company, are:

Margery Browning OBE

Kerr Cowan {retired 29 October 2013)

Graeme Dalziel (appointed 16 April 2013)

Alison Davies OBE

Louise Kelly

Joanne McMeeking (appointed 29 October 2013)
Steven Paterson (retired 27 August 2013)

Scott Rae (retired 27 August 2013)

Winifred Wood (appointed 16 April 2013)

The directors recognised the outstanding services, achievement and dedication of Kerr Cowan, who retired as non-
executive Finance Director in October 2013 after 18 years on the Board. Kerr's contribution to Harmeny and Friends of
Harmeny, both in the professional and personal sense, spans over 30 years and his presence, knowledge and expertise
will be so very much missed. During the year Scott Rae and Steven Paterson also retired from the Board. Scott served
as a Direclor for 13 years and Steven for 3 years and we are extremely grateful for their invaluable professional
contributions.

We have been very fortunate to secure the services of three new directors in Graeme Dalziel and Winifred Wood both
appointed in April 2014 and Joanne McMeeking who joined the Board in October 2013. Graeme is a Chartered
Accountant who has spent 30 years in the financial sector. He now lectures in accountancy and risk at Glasgow
Caledonian University. Winifred’s career in education spanned from primary through to university and has considerable
experience of working with children who have Additional Support Needs. Joanne is a Strategic Professional Development
Officer with CELCIS and has a wide ranging experience in the social care sector,

The major risks to which the charity is exposed, as identified by the directors, have been reviewed and systems
established to mitigate those risks.

OBJECTIVES AND ACTIVITIES

The company was incorporated on 6" December 1995 and is a registered Scottish charity. The assets and liabilities of its
predecessor organisation, Harmeny Schoo!, were transterred to the company on 21% December 1995.

Harmeny is one of seven grant-aided schoals in Scotland. Operating income comes from a block maintenance grant from
the Scottish Government with the balance of costs being charged out in fees to Local Authorities.

The principal activity of the company is to advance the residential and day education, in Scotland, of children with
additional support needs arising from social, emotional and behavioural difficulties.

There are three constituent functions within the company:-
+ Harmeny School

* Harmeny Outdoors
* Learning and Development

Harmeny School

The school provides specialist education services, both on a day and all year round residential basis, for children of
primary school age up to Secondary 2 stage. As a Grant Aided Special School, we work with children who have complex
social emotional and behavioural needs. We provide services on both a national and regional basis, with children being
referred by local authorities throughout the whole of Scotland. The school is registered with the Care Inspectorate for 32
residential places and also provides up to 8 day places.




Harmeny Qutdoors

Harmeny Outdoors provides a range of adventurous and environmental activities, which are fully integrated into the
curriculum, for all children who attend Harmeny. This service, which is fully accredited by AALA (Adventure Activities
Licensing Authority) is also offered to external groups.

Learning and Development

Harmeny’s Scottish Qualifications Authority approved Learning and Development Centre aims to offer training
opportunities to staff and students in the education and care sector in order to increase the skills and knowledge base in
this area. We offer a range of accredited courses to staff in-house, as well as externally to organisations within the social
care and education sectors.

REVIEW OF SIGNIFICANT ACHIEVEMENTS AND PERFORMANCE
Harmeny School

Over the year April 2013 to March 2014, Harmeny School continued to operate at very good capacity, with a constant
flow of referrals and placements. The following are achievements of note:

*  Wae continued to provide quality education and care services for children with social emotional behavioural needs,
from primary through to early secondary age.

»  Qur joint Education Scotland / Care Inspection in March 2013, resulted in an ‘outstanding’ inspection report, with the
school achieving ‘very good’ and ‘excellent’ grades across the selected quality standards and quality indicators.

= The publication of the above report resulted in interest from the media and a variety of organisations, as well as visits,
in June, by Dr Alasdair Allan, Scottish Government Minister for Learning, Science and Scotland’s Languages, and
Gordon MacDonald, MSP for Edinburgh Pentlands.

» The CEO and Head of Education were invited to provide a keynote speech at the annua! Education Staft Conference
in August, in recognition of Harmeny's sector-leading status.

» The school achieved ‘excellent’ grades across all standards, within our iwo unannounced Care Inspections in
November 2013 and March 2014. This means that Harmeny has achieved ‘excellent’, over three consecutive care
inspections, which has been described by the Care Inspeciorate, as “unprecedented within the residential special
education sector”.

*  We completed Phase 1 of the Strategic Plan, which focussed on consolidating services. This included successtully
completing and implementing Phases 1, 2 and 3 of our Staffing Review: (1) The roles and responsibilities and
structure of the management team; (2) a review of care and education staffing teams and (3} a review of the
housekeeping and kitchen teams. This places us in a very good position for growing, proporticnately, as an
organisation.

* We commenced Phase 2 of the Strategic Plan, using our new ‘distributed leadership model’ to allocate strategic
priorities / areas of development o members of the middle management team. Good progress has been made in
relation to the following reviews / developments:

o A review of our therapeutic approaches

Developing our transition and aftercare services

Streamlining our assessment and planning processes

Exploring the development of an early intervention outreach service

Working towards our Eco School Green Flag Award

Reviewing our expressive arts and PE programmes

Exploring the further development of our Harmeny Qutdoors service

Further developing our participation policy and partnership work with Who Cares? Scofland

Further developing our Safe and Positive Practice policy
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* The first year of our new Community Allotment proved to be highly successful, with children engaging very positively
with the horticultural and environmental activities offered.

+ We made good progress in our efforts with our Eco School Award, gathering substantial evidence in order to help us
achieve ‘green flag’ status, hopefully in the Autumn of 2014.

= We completed reviews of Learning and Development and Income Generation and the Board approved two new
posts: a Learning & Development Project Manager and Business Development Officer.

*  We completed the text for a history book, called, “Recallections of Harmeny: The First Fifty Years", which will be
launched in September 2014.

* We continue 1o improve the quality of our properties and estate. During the year, numerous improvements were made
to children’s residences and the education block. Caroline Cottage was altered to create a new 6 bedded residential
unit completed in early August 2013. Refurbishing of parts of the main building was also carried out and considerable
improvements were made to our roads and paths within the estate.

* We strengthened our governance in order to sustain and further develop our work and updated our Articles of
Association and our constitution accordingly, in compliance with Companies Act 2006 and OSCR.

Fundraising Performance

Grants and donations are included as voluntary income and other incoming resources as disclosed in the statement of
financial activities.

During the year we gratefully received a legacy ot £24,162 from the late Mrs Janette Brown who lived locally and who
decided to leave this generous donation to be used for “the comfort and care, upbringing and education of children in the
care of Harmeny Education Trust Limited”.

Fundraising continues in order to cover costs not met by either the Scottish Government Maintenance Grant or Local
Authority fees.

FINANCIAL REVIEW

The year to 31% March 2014 has been very successful despite the fact that Local Authorities are experiencing financial
constraints. The average number of pupils attending the school exceeded expectations and expenditure was kept under
strict control, This resulted in a net surplus of £314,884 for the year. The directors are satisfied with the results of the year
and, recommend that the surplus be transferred to unrestricted reserves. The directors have been given assurances that
the Scottish Government block maintenance grant will continue, with no uplift, at £1,087,673 for the year to 31 March
2015. Because the grant is frozen and cost increases are anticipated, the directors have therefore decided to raise the
schools fees by 4.5% for the year 2014-15.

The directors have reviewed the reserves of the charity in the knowledge that the Scottish Government maintenance
grant has been maintained at the same level as the previous financial year. The current level of unrestricted general
funds as at 31" March 2014 is £2,207,633. We have been assured that the Scottish Government maintenance grant will
continue 1o be paid until 31* March 2015 but what the position will be thereafter is not known. Given the current pressure
on resources available to the Government and to Scottish Local Authorities, the directors consider it prudent to maintain
unrestricted reserves equivalent to three months expenditure (currently estimated at £1,150,000). This level of reserves
would allow the charity to take appropriate steps to re-organise Harmeny’s activities to meet any major change in
circumstances.




Harmeny Education Trust Ltd has two pension schemes in operation, one for teachers and a second scheme for all other
staff members. At 31* March 2010, the original SVSPS 'Final Salary’ scheme for non-teaching staff, operated by The
Pensions Trust, closed. The scheme closed with a considerable deficit which will be paid off in instalments until 2028
according to the latest recovery plan, as calculated by the scheme actuaries and submitted to the Pensions Regulator.
The annual instalment for the first three years commencing 1% April 2010 started at £96,000 and this figure has now
increased to £102,934. This contribution is scheduled to increase by 3% per annum over the proposed 15 years recovery
period. The next actuarial valuation will be at 30 September 2015 with the report being issued in the summer of 2016. An
unpredictable factor in this assessment is the long-term effect on the deficit of defaulting employers within the scheme
which was a multi-employer defined benefit scheme operated on a “last man standing” basis. This means that the share
of any deficit, which cannot be met by a defaulting employer, will be passed on to those employers remaining in the
scheme.

Closure of the scheme did not trigger a ‘cessation event’ on any employer and HETL is not be deemed to have withdrawn
from the scheme. As a consequence, there is no immediate debt on withdrawal and the assessment of debt remains a
contingent liability, details of which are disclosed at note 5.

A new scheme was provided for non-teaching staff with effect from 1 April 2010. The scheme is a defined contribution
scheme which will accumulate no further risk for HETL.

PLANS FOR FUTURE PERIODS
Our priorities for the coming year, in line with Phase 2 of our Strategic Plan, can be summarised as follows:

1. To implement the operational plans to take forward developments related to Curriculum for Excellence and
Getting It Right For Every Child in order to improve the outcomes for children and their families/carers.

2. To further develop our participation policy and practice, ensuring that children and their families are involved as
much as possible with current and future setvice provision.

3. To embed the Harmeny Vision and model of therapeutic and curricular approaches within our core services.

4. To further build on our core services to include a Community Based Early Intervention Service and explore the
potential to develop a Transition and Aftercare Service.

5. To expand our Learning and Development and Outdoor Learning Centres to include additional external provision.

6. To develop an influencing Strategy arcund outcomes and approaches.

7. To enhance Volunteering across services to meet identified need.

8. To develop a long-term environmental policy, building on the Eco School, Community Allotment and Community

Woodland Initiatives.
PUBLIC BENEFIT

Harmeny Education Trust Ltd is one of seven national grant aided centres and provides education and care to children
who have complex additional support needs that cannot be met in Local Authority provision.

The school is open to boys and girls from the whole of Scotland. Fees are subsidised by Scottish Government grants and
are paid by the referring Local Authorities. The schoel has no private pupils.

The directors consider that Harmeny Education Trust Ltd provides significant public benefit in addition to the contribution
it gives through the school’s principal objectives and activities as described above. In addition to the work we do with
children attending the school, the facilities at Harmeny are also made available to children from other schools and to
adults and children from the local community and beyond for training purposes, leisure and volunteering. Fees are
charged for access to facilities but these are aimed at cost recovery rather than profit.

Harmeny Education Trust Ltd also provides training for social work, nursing and HND in Social Care students providing
practical placements within care and education settings. In addition, the school offers training opportunities to external
agencies and organisations.




As a leader in the field of social, educational and behavioural needs, Harmeny actively cantributes to improving the care
and education of children in this sector by sharing experience and expertise in national working groups and in
presentations to conferences.

VOLUNTEERS

Over the year many people and organisations have volunteered their assistance including “Friends of Harmeny School
Association” whose members and associates devole many hours to fundraising and other activities on behalf of Harmeny
Education Trust Limited.

We have continued to extend our volunteer capacity and are now grateful to have a wide range of volunteers contributing
to the work of the school. Examples of volunteering have included: befriending and mentoring, class support, assisting
with Harmeny Outdoors activities, Harmeny Community Aliotment and opportunities for corporate volunteering on
environmental projects.

We have continued to develop links with local secondary schools to provide work experience programmes for older pupils
about ta leave school.

Approved by the Board of Directors of Harmeny Education Trust Limited on 2™ September 2014 and signed on
its behalf by:

Mooy B Bty

Margery Browning O.B.E.

Chair Date: f;Z(ch ,&O (4




HARMENY EDUCATION TRUST LIMITED

INDEPENDENT AUDITOR’S REPORT
to the directors and members of Harmeny Education Trust Limited

We have audited the financial statements of Harmeny Education Trust Limited for the year ended 31 March 2014 on
pages 12 to 24. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the charitable company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006 and to the charitable company's Trustees, as a body, in accordance with section 44(1)(c) of the
Charities and Trustee Investment (Scotland) Act 2005 and regulation 10 of the Charities Accounts (Scotland) Regulations
2006. Our audit work has been undertaken so that we might state to the charitable company's members and the
charitable company's Trustees those matlers we are required to state to them in an Auditors' 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
charitable company, the charitable company's members as a body and the charitable company's Trustees, as a body, for
our audit work, for this report, or for the opinion we have formed.

RESPECTIVE RESPONSIBILITIES OF TRUSTEES AND AUDITORS

As explained more fully in the Statement of Trustees' responsibilities, the Trustees (who are also the directors of the
charitable company for the purposes of company law) are respensible for the preparation of the financial statements and
for being satisfied that they give a true and fair view.

We have been appointed auditors under the Companies Act 2006 and section 44(1)(c) of the Charities and Trustee
Investment (Scotland) Act 2005 and report to you in accordance with regulations made under those Acts.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (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 appropriate to the company's circumstances
and have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates
made by the Trustees; and the overall presentation of the financial statements. In addition, we read all the financial and
non-financial information in the Trustees' report to identify material inconsistencies with the audited financial statements.
If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our
report.
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OPINION ON FINANCIAL STATEMENTS

In our opinion the financial statements:

* give a true and fair view of the state of the charitable company's affairs as at 31 March 2014 and of its incoming
resources and application of resources, including its income and expenditure, for the year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006, the Charities and Trustee
Investment (Scotland) Act 2005 and regulation 8 of the Charities Accounts (Scotland) Regulations 2006.

OPINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion the infoermation given in the Trustees' report for the financial year for which the financial statements are
prepared is consistent with the financial statements.

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 Charities Accounts
{Scotland) Regulations 2006 {as amended) requires us to report to you if, in our opinion:

» the company has not kept proper and adequate accounting records, or returns adequate for our audit have not
been received from branches not visited by us; or

= the financial statements are not in agreement with the accounting records and returns; or
+ certain disclosures of trustees' remuneration specified by law are not made; or

+ we have not received ali the information and explanations we require for our audit.

Jeffrey Meek CA
(Senior Statutory Auditor)

56 Palmerston Place For and on behalf of
Edinburgh FRENCH DUNCAN LLP
EH12 BAY Chartered Accountants

& Statutory Auditor

French Duncan LLP is eligible to act as an auditor in terms of section 1212 of the Companies Act 2006.

Dateﬁr’\&((),/\,‘—-.) PA—




STATEMENT OF FINANCIAL ACTIVITIES

HARMENY EDUCATION TRUST LIMITED

(INCLUDING INCOME AND EXPENDITURE ACCQUNT} for the year to 31 March 2014

Permanent
Unrestricted Restricted Endowment Total Total
Funds Funds Fund 2044 2013
Notes £ £ £ £ £
Incoming Resources
Incoming Resources
from generated funds
Voluntary Income - 50,524 50,524 25,683
Scottish Government
Maintenance Grant 1,087,673 - - 1,087,673 1,087,673
Scottish Government
Capital Grant - 20,600 - 20,600 20,600
Investment Income 20,617 7,107 - 27,724 25,953
Incoming Resources
from charitable activities
Local Authority fees 3754121 - - 3754121 3,484,949
Other income 3 75,377 2,270 - 77,647 79,550
Total Incoming Resources 4,937,788 80,501 - 5,018,289 4,724 408
Resources Expended
Costs of generating funds
Costs of generating
Voluntary income 3,698 - - 3598 3,862
Investment management
expenses 2,212 - - 2212 5,484
Charitable activities 4,570,200 100,821 - 4,671,021 4,372,215
Governance costs 24,910 - - 24910 26,892
Total Resources Expended 4 4,601,220 100,821 - 4,702,041 4,408,513
Incoming Resources! (Resources
Expended) bafore Investment 336,568 {20,320) - 316,248 315,895
Asset Disposals
Gains and (Josses) on disposal of (369) - (369) {110)
investment assets
Net Incoming Resources / 336,198 {20,320) - 315,879 315,785
(Resources Expended) before
Revaluations
Gains and (fosses) on revaluations of
investment assels {995) - (995) 23,781
Net Movement in funds 335,204 (20,320) 314,884 339,566
Reconciliation of funds
Fund balances brought
forwanrd
2,022,841 2,867,050 38,401 4,928292 4,588,726
Total funds carried forward 2,358,045 2,846,730 38,401 5,243,176 4,928,292
NOTES:
. All of the above results derive from continuing aclivities.
. All gains and losses recognised in the year are included in the Statement of Financial Activities.
e The notes on pages 15 - 24 form part of these financial statements.
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HARMENY EDUCATION TRUST LIMITED

BALANCE SHEET
as at 31 March 2014
Note 2014 2013
£ £
FIXED ASSETS
Tangible assets 8 3,248,942 3,157,485
Investments 9 400,732 296,475
3,649,674 3,453,960
CURRENT ASSETS
Debtors 10 183,532 74,371
Cash at bank and in hand 1,674,157 1,687,413
1,757,689 1,761,784
Creditors: amounts falling due within one year 11 164,187 287,452
TOTAL CURRENT ASSETS LESS CURRENT LIABILITIES 1,593,502 1,474,332
NET ASSETS 13 5,243,176 4,928,292
FUNDS
Unrestricted - General Fund 12 2,207,632 1,872,428
- Designated Capital Development Fund 12 150,413 150,413
Restricted 12 2,846,730 2,867,050
Endowment 38,401 38,401
5,243,176 4,928,292

The notes on pages 15 - 24 form part of these financial statements.

The financial statements on pages 12 — 24 were approved by the board of directors on 2™ September 2014.

M

Margery Browning O.B.E. ...~ X7 L N\ ..... g YOUA. . Chair

Company registration number SC162021
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HARMENY EDUCATION TRUST LIMITED

CASHFLOW STATEMENT
for the year to 31 March 2014

Net Inflow from Operating Activities
Net incoming resources
(Increase)/decrease in Debtors
(decrease)fincrease in Creditors
Depreciation
Loss on sale/disposal of fixed assets

Capital Expenditure & Investment
Payments to acquire fixed assets
Proceeds from Sale of fixed assets
Payments to acquire investments
Disposal of investments

{Decrease)/ Increase in cash during year

Analysis of changes in net cash resources

Current Accounts
Deposit Accounts
Cash Balance

The notes on pages 15 - 24 form part of these financial statements.

14

2014 2013

£ £

315,879 315,785

(109,161) 5,571

{123,265) 128,786

162,867 167,265

283 5,612

246,603 623,019

(254,807) (315,308)

200 22,600

(301,429) (47,567)

196,177 40,063

359,859 302,212

(113,256) 322,807

2013  Cashflow 2014

£ g £
(14,275) 394 (13,881)
1,700,188  (113,650) 1,586,538
1,500 - 1,500
1,687,413 (113,256) 1,574,157




HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year to 31 March 2014

1. STATUS OF COMPANY

The company is limited by guarantee and does not have a share capital. The liability of each member is limited
to £1. The company is a registered charity, number SC0O24256.

The financial statements cover the year o 31 March 2014,

2. ACCOUNTING POLICIES

The financial statements have been prepared under the Companies Act 2006 and in accordance with applicable
United Kingdom accounting standards, The Charities Accounts (Scotland) Regulations 2006 and Accounting and
Reporting by Charities and the Statement of Recommended Practice issued in March 2005,

Accounting convention
The financial statements are prepared under the historical cost convention.

Grants receivable

Grants receivable are recognised as incoming resources when the conditions for their receipt have been
satisfied. Grants received for specific purposes are accounted for as restricted funds. Any grants restricted to
future accounting periods are deferred, and recognised in the periods to which they relate. Grants for capital
projects are credited to a separate restricted fund.

Local Authority fees
This represents amounts receivable against the school’s net costs for the period and relative to the school's
academic year.

Depreciation
Depreciation is provided at 2% on a straight-line basis on all new property. Depreciation of all other assets is
provided on the straight-line method at the rate of 25% per annum.

Expenditure

All expenditure is included on an accruals basis and is recognised when there is a legal or constructive obligation
to pay for the expenditure. Harmeny Education Trust Limited is not registered for VAT and accordingly
expenditure is shown including irrecoverable VAT.

Pension Schemes

The Charity contributes to the Scottish Teachers' Superannuation Scheme at rates set by the Scheme Actuary
and advised to the Board by the Scheme Administrator. The Charity also contributes to a defined contribution
scheme for non-teaching staff. Contributions to both schemes are charged in the Statement of Financial
Activities (SOFA} as they become payable in accordance with the rules of the schemes. The deficit on the now
closed SVSPS detined benefit scheme for non-teaching staff is being paid off over a period of years calculated
by the Scheme Actuaries to eradicate the deficit in 2028. Payments towards the deficit are included in the SOFA.

Tangible Fixed Assets

On incorporation, Harmeny Education Trust Limited was gifted the land and existing property at Harmeny on
condition that should the assets cease to be used for the purposes of Special Needs Education, the property
would revert to Save the Children Fund. The main building and the Lodge are listed and are inalienable.

The original cost of the asset is not available and only costs incurred by the predecessor organisation, Harmeny
School, were capitalised on incorporation.

The users of the accounts are principally the Directors, Local Authorities, The Scottish Government and donors.

The directors consider that the cost of carrying out a professional valuation to include these assets at a value to
be incorporated meaningfully in the accounts would not be justified.

15
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HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS {Continued)
for the year to 31 March 2014

Tangible Fixed Assets (cont)
Since incorporation all additions and improvements to land and buildings have been included at cost.
Tangible assets costing more than £500 are capitalised.

Unrestricted funds

Unrestricted funds comprise the income from charitable activities of the Trust together with donations and other
incoming resources received or generated for charitable purposes. These funds are spendable at the discretion
of the directors to further the objectives of Harmeny Education Trust Limited.

Designated fund
Designated fund is unrestricted and available to the directors for purposes appropriate to the school’s abjectives.

Restricted funds
Restricted funds are to be used for specified purposes laid down implicitly or explicitly by the donor. Expenditure,
which meets these criteria, is identified to the fund.

Endowment fund
The endowment fund represents the book value of property and other assets acquired by Harmeny Education
Trust Limited on the date of incorporation in December 1995,

Donations
Donations are recognised on a cash basis. Donations for purposes restricted by the wishes of the donor are
taken to Restricted Funds.

Governance Costs

These are the costs associated with the governance arrangements of the charity and are related to the general
running of the charity as opposed to those costs associated with fundraising or charitable activity. The costs
include external audit, legal advice for trustees and costs associated with constitutional and statutory
requirements. Included within this category are any costs associated with the strategic as opposed io day-to-day
management of the charity’s activities.

Support Costs

Support costs are those costs that, whilst necessary to deliver an activity, do not themselves produce or
constitute the output of the charitable activity. Support costs include the central office functions such as general
management, payroll administration, budgeting and accounting, information technology, human resources and
financing.

Parent of Small Group

The company is the parent undertaking of a small group and as such is not required by the Companies Act 2006
to prepare group accounts. These financial statements therefore present information about the company as an
individual underiaking and not about its group.

Investments

Investments are stated at market value at the balance sheet date. The Statement of Financial Aclivities includes
the net gains and losses on revaluation and disposals throughout the year.

3. INCOMING RESOURCES — Other Income

Total Total

Unrestricted Restricted 2014 2013

£ £ £ £

Learning & Development 44,910 - 44,910 59,408
Harmeny Outdoors - 1,490 1,490 2,505
Other 30,467 780 31,247 17,637
75,377 2,270 77,647 79,550
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HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
for the year to 31 March 2014

4, ANALYSIS OF RESOURCES EXPENDED (see appendix for further detalls)
Activities Support Costs Total Total
Undertaken
Directly
2014 2013
£ £ £ £
Cost of generating
voluntary income 3,898 - 3,898 3,862
Charitable Activities 4,569,282 101,739 4,671,021 4,372,275
Governance Costs 24,910 24,910 26,892
Investment
Management Fees 2,212 - 2,212 5,484
4,600,302 101,739 4,702,041 4,408,513
5. STAFF COSTS
Total Total
2014 2013
£ £
Wages and salaries 3,313,932 3,048,631
Social security costs 285,268 266,831
Pension costs 280,167 285,480
3,879,367 3,600,942

One employee received remuneration between £70,000 to £79,999 (2013 - one in range £70,000 to £79,999).

The average weekly number of persons {including part-time employees) employed by the company during the
year, analysed by category, was as follows:

Total Total

2014 2013

Number Number

Teaching staff 30 27
Care staff 92 89
Domestic staff 9 9
Administrative staff 8 7
Estate 5 5
144 137

Number of staff in Pension Schemes 57 61
Number of staff earning over £50,000 in Pension scheme 4 4
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HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
for the year to 31 March 2014

PENSIONS
Teaching Staff - The Scottish Teachers Superannuation Scheme

The scheme is an unfunded multi employer defined benefit scheme. Accounting treatment under International
Accounting Standard 19 allows Harmeny Education Trust Limited to account for the pension plan as a defined
contribution scheme. The last audited full actuarial and funding valuation was carried out at 31st March 2009.
The results of this valuation were rolled forward to give an overall scheme liability of £24.0 billion at 31st March
2013.

Harmeny Education Trust Limited is unable to identify separately its share of the scheme’s underlying assets and
liabilities. However, as the scheme is unfunded there can be no surplus or shortfall. Pension contribution rates
will be set by the scheme’s acluary at a level to meet the cost of pensions as they accrue.

Harmeny Education Trust Limited has no liability for other employers’ obligations to the multi-employer scheme.

Financial assumptions at 31st March 2013

Rate of return (discount rate): 4.10%
Rate of return in excess of:

Earnings increases: 0.15%
Price increases: 2.35%

Non-Teaching Staff - Scottish Voluntary Sector Pension Scheme

Harmeny Education Trust Limited (HETL} participates in the Scottish Voluntary Sector Pension Scheme (the
Scheme). The Scheme is a multi-employer defined benefit scheme. The Scheme is funded and was contracted
out of the state scheme until 31 March 2010, when the Scheme was closed to future accrual.

The Scheme operated a single benefit structure, final salary with a 1/60" accrual rate until 30 September 2007.
From October 2007, there were two benefit structures available, final satary with a 1/60" accrual rate and fina
salary with an 1/80™ accrual rate, until the date of Scheme closure on 31 March 2010.

The Scheme closed to future accrual on 31 March 2010. There is currently no intention to wind-up the Scottish
Veluntary Sector Pension Scheme and it continues in paid-up form.

The Trustee commissions an actuarial valuation of the Scheme every three years. The main purpose of the
valuation is to determine the financial position of the Scheme in order to determine the level of future contributions
required so that the Scheme can meet its pension obligations as they fall due.

The actuariai valuation assesses whether the Scheme’s assets at the valuation date are likely to be sufficient to
pay the pension benefits accrued by members as at the valuation date. Asset values are calculated by reference
to market levels. Accrued pension benefits are valued by discounting expected future benefit payments using a
discount rate calculated by reference to the expected future investment returns.

It is not possible in the normal course of events to identify on a consistent and reasonable basis the share of
underlying assets and liabilities belonging to individual participating employers. This is because the scheme is a
multi-employer scheme where the scheme assets are co-mingled for investment purposes and benefits are paid
from total scheme assets. Accordingly, due to the nature of the Scheme, the accounting charge for the period
under FRS17 represents the employer contribution payable.

The last formal valuation of the Scheme was performed as at 30 September 2011 by a professionally qualified
actuary using the Projected Unit Method. The market value of the Scheme’s assets at the 30 September 2011
was £66.2 million. The valuation revealed a shortfall of assets compared with the value of liabilities of £28.8
million (equivalent to a past service funding level of 69.7%).

18




HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
for the year to 31 March 2014

The financial assumptions underlying the valuation as at 30 September 2011 were as follows:

% pa

- Rate of return pre retirement 5.8

- Rate of return post retirement 4.0

- Rate of salary increases 4.4
- Rate of pension increases:

tor pensionable service pre 5 April 2005 2.4

for pensionable service post 5 April 2005 1.9

- Rate of price inflation (CP1) 2.4

If an actuarial valuation reveals a shortfall of assets compared to liabilities, the Trustee must prepare a recovery
plan setting out the steps to be taken to make up the shortfall.

From 1 April 2013 a new recovery plan came into effect, following the finalisation of the 2011 valuation.
Confirmation of the contributions payable from 1 April 2014 to 31 March 2015 were advised to employers by letter
in February 2014.

If the valuation assumptions are borne out in practice, this pattern of contributions should be sufficient to eliminate
the entire funding shortfall, by 31 March 2028.

A copy of the recovery plan must be sent to The Pensions Regulator after each valuation is finalised. The
Regulator has the power under Part 3 of the Pensions Act 2004 to issue scheme funding directions where it
believes that the actuarial valuation assumptions and/or recovery plan are inappropriate. For example the
Regulator could require that the Trustee strengthens the actuarial assumptions (which would increase the Scheme
liabilities and hence impact on the recovery plan) or impose a schedule of contributions on the Scheme (which
would effectively amend the terms of the recovery plan).

The recovery plan from the 2011 valuation has been submitted to The Pensions Regulator.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding
position of the Scheme as at 30 September 2013. Such a report is required by legislation for years in which a full
actuarial valuation is not carried out. The funding update revealed an increase in the assets of the Scheme to £81
million {from £73m at 30 September 2012) and indicated a decrease in the shortfall of assets compared to liabilities
to approximately £34 million (from £36m at 30 September 2012), equivalent to a past service funding level of 71%
{from 67.2% at 30 September 2012).

Following a change in legislation in September 2005 there is a potential debt on the employer that could be levied
by the Trustee of the Scheme. The debt is due in the event of the employer becoming insolvent or ceasing to
participate in the Scheme, or the Scheme winding up.

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme (calculated on a buy-
out basis i.e. the cost of securing benefits by purchasing annuity policies from an insurer, plus an allowance for
expenses) with the assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.

The leaving employers share of the buy-out debt is the proportion of the Scheme’s liability attributable to
employment with the leaving employer compared to the total amount of the Scheme's liabilities (relating to
employment with all the currently participating employers). The leaving employer's debt therefore includes a share
of any ‘orphan’ liabilities in respect of previously participating employers, The amount of the debt therefore
depends on many factors including total Scheme liabilities, Scheme investment performance, the liabilities in
respect of current and former employees of the employer, financial conditions at the time of the cessation event
and the insurance buy-out market. The amounts of debt can therefore be volatile over time.

Harmeny Education Trust Limited has been notified by The Pensions Trust of the estimated employer debt on
withdrawal from the Scheme based on the financial position of the Scheme as at 30 September 2013. As of this
date the estimated employer debt for Harmeny Education Trust Limited was £3,937,213 (2012 - £4,452,348).

Defined Contribution Scheme

A new scheme was provided for non-teaching staff with effect from 1 April 2010. The scheme is a defined
contribution scheme which will accumulate no further risk or liability for Harmeny Education Trust Limited.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
for the year to 31 March 2014

TRANSACTIONS WITH TRUSTEES
Directors are not remunerated but expenses of £674 were reimbursed to two directors in the current year (2013
Nil}.

TAXATION

The company, being a charity, is exempt from tax under Section 505 Income and Corporation Taxes Act 1988.

OPERATING SURPLUS

The operating surplus is stated after charging/crediting:

Total Total
2014 2013
£ £
Trustee Indemnity Insurance Premium 1,710 1,710
Audit fee 5,880 5,700
Depreciation 162,867 167,265
Loss on sale of fixed assets 283 5,612
TANGIBLE FIXED ASSETS
Heritable Fixtures & Motor
Property Fittings Vehicles Total
£ £ £ £
Cost or Valuation
Cost or value brought forward 3,859,884 620,200 200,419 4,680,503
Additions 186,455 68,352 - 254,807
Disposals - {31,201) (25,000) {56,201)
At 31 March 2014 4,046,339 657,351 175,419 4,879,109
Depreciation
Brought forward 853,447 539,598 129,973 1,523,018
Charge for period 80,159 56,187 26,521 162,867
Eliminated on disposals - {30,718) (25,000) (55,718)
At 31 March 2014 933,606 565,067 131,494 1,630,167
Net book value
At 31 March 2013 3,006,437 80,602 70,446 3,157,485
At 31 March 2014 3,112,733 92,284 43,925 3,248,942

Save the Children Fund, which previously controlled Harmeny School, has been granted a Standard Security over the whole
of the heritable property transferred to the company on 21 December 1995.
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The company owns the original main building and lodge house, which are both listed. These properties were included in the
gift of land and buildings by Save The Children Fund when the company was incorporated in 1985. The value of the assels
taken over at that date was recorded as £35,734 in the records of the previous organisation, Harmeny School, and this figure
has been included as cost in the balance sheet and the value has been credited to the Endowment Fund. The original cost of
the assets is not available and is not included in the balance sheet and the Directors consider that the cost of carrying out a
professional valuation to include these assets meaningfully in the accounts would not be justified. Heritable Property is
insured for £8,703,205 which is an estimate of replacement cost and which excludes Value Added Tax.

The proceeds from heritable property, if sold, can only be applied 1o further the objectives of the school. Otherwise Save the
Children Fund may require consideration to be paid in exchange for their consent to the disposals.

FIXED ASSET INVESTMENTS

Listed Securities Other Shares in Total

Invesiments group

undertakings
Market Value £ £ £
At 1 April 2013 293,397 3,076 2 296,475
Additions 147,108 154,321 - 301,429
Disposals {46,114) {150,063) - (196,177}

Revaluation of

investments (995) - - (995)
At 31 March 2014 393,296 7,334 2 400,732

Subsidiary undertakings
Harmeny Services Limited is a company registered in Scotland for the purpose of conducting school business, other than

education, as considered appropriate. The company has been dormant for many years. The following were subsidiary
undertakings of the company:

Name Holding

Harmeny Services Ltd 100%

The aggregate of the share capital and reserves as at 31 March 2014 and of the profit or loss for the year ended
on that date for the subsidiary undertakings were as follows:

Aggregate of
share capital

Name and reserves Profit/(loss)
£ £
2 -

Harmeny Services Ltd
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HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
for the year to 31 March 2014

Investments at market value comprise

UK Overseas 2014 2013

£ £ £ £

Listed Investment 233,871 158,525 393,396 293,397
Capital Account 7.334 - 7,334 3,076
Group 2 - 2 2
Total Market 241,207 159,525 400,732 296,475

Material Investments

The tollowing investments account for more than 5% of the charity’s total investments at the year-end:

Polar Cap Technology TST Plc

JP Morgan Asset Managers (UK)
Henderson Global Investors

HICL Infrastructure Co Ltd

Findlay Park

Treasury 2 %% Stock 17/7/2024
Henderson Far East Inc Ltd
Mercantile Investment Trust
Standard Life Investments

Rathbone Unit Trust MGMT Strategic
Alliance Trust Investments Ml bond B
Neuberger Berman Short Duration High Yield Stock

DEBTORS

Fees
Other Debtors
Prepayments and accrued income

CREDITORS: amounts falling due within one year

Other taxes and social security
Trade creditors

Other creditors

Accruals & deferred income

Amount due to pension funds
Amounts due to subsidiary company
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2014 2013
% %
. 4
6 6
4 5
4 5
6 6
3 5
4 5
5 6
3 5
5 -
5 -
5
Total Total
2014 2013
£ £
166,016 44,078
674 2,595
16,842 27,698
183,532 74,371
Total Total
2014 2013
e £
83,088 71,988
39,696 156,392
7.251 7,223
8,704 28,738
25,4486 23,109
2 2
164,187 287,452
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MOVEMENT IN FUNDS

ANALYSIS OF UNRESTRICTED FUNDS

General Designated Total
Fund Caplital
Development
Fund
£ £ £
Balance of funds brought forward 1,872,428 150,413 2,022,841
Incoming resources 4,937,788 - 4,937,788
Investment {losses) (1,364) - (1,364)
Outgoing resources (4,601,220) - (4,601,220}
Balance at 31 March 2014 2,207,632 150,413 2,358,045
ANALYSIS OF RESTRICTED FUNDS
Balance of funds Incoming Qutgoing Bafance at
brought forward Resources Resources 31 March 2014
£ £ £ £
New Building
Capital Fund 2,795,970 32,191 (79.862) 2,748,299
Harmeny Outdoors
Fund 31,540 1,490 (1,960) 31,070
Learning &
Development Fund 23,028 - (1,103) 21,925
Harmeny
Community 16,512 22,658 (17,896) 21,274
Allotments
The Janette Brown
Trust for Children - 24,162 - 24,162
Total 2,867,050 80,501 {100,821) 2,846,730

NOTES ON RESTRICTED FUNDS

New Building Capital Fund

This fund originally consisted of funds raised for the building of the new scheol and children's residences.
Subsequently, funds raised for the upgrade of the existing buildings as well as capital and outdoor projects
have been added to this fund.

Harmeny Qutdoocrs Fund
All Funds raised for the Qutdoors project are now shown under this heading.

Learning & Develepment Fund
The Leaming & Development grant is being used to finance Care Services training programme for staff at
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HARMENY EDUCATION TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
for the year to 31 March 2014

Harmeny Community Aflotments
During the year, Harmeny succeeded in obtaining grants and donations to enable the development of Harmeny Community
Allotments for the education and enjoyment of the children but also for the use of the local community.

The Janette Brown Trust for Children

The legacy bequeathed by the late Mrs Janette Brown is to be applied for the comfort and care, upbringing and education of
children being in the care of Harmeny Education Trust Limited.

ANALYSIS OF NET ASSETS BETWEEN FUNDS

Permanent

Unrestricted Restricted Endowment
Funds Funds Funds Total
£ £ £ £
Fixed Assets 921,756 2,689,517 38,401 3,649,674
Net Assets 1,436,289 157,213 - 1,593,502
2,358,045 2,846,730 38,401 5,243,176

CONTINGENT LIABILITIES

Harmeny Education Trust Limited (HETL) is a participating employer in the SVYSPS Final Salary Pension Scheme. The
scheme is now closed and plans are in place to meet the past service funding deficit (see note 5).

HETL has been notified by the Pensions Trust that the estimated employer debt which would have been payable if HETL had
withdrawn from the SVSP Scheme as 30 September 2013 was £3,937,213 (2012 £4,452,346).
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