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Directors’ report Year to 31 August 2012

The directors of Harms Federation, who are also trustees for the purposes of the Chanties Act
2011, present their report and the audited financial statements of the Harris Federation (the
Federation) and 1its two subsidiary compamies, Harris Academies Project Management
Limited and HCTC Enterprises Limited, together ‘the group’ for the year to 31 August
2012

The report has been prepared 1n accordance with Part 8 of the Chanities Act 2011 and 1t 15
also the report of the directors for the purposes of the Companies Act 2006

The financial statements have been prepared m accordance with the accounting policies set
out on pages 20 to 23 and comply with the company’s memorandum and articles of
association, applicable laws and the requirements of the Statement of Recommended Practice
“Accounting and Reporting by Chanties” 1ssued 1n March 2005 (*SORP 2005")

STRUCTURE, GOVERNANCE AND MANAGEMENT

Constitution and principal activities

The Federation 1s a company hmited by guarantee, incorporated under Company Number
06228587 The Federation’s Memorandum and Articles of Associauon are the primary
governing documents of the Federation

As at 3t August 2012 the Federation was made up of fourteen Academies During
September 2012 four additional academies joined the Federation, with one additional
Academy to join at the start of 2013

The Federation was incorporated on 26 April 2007 These financial statements for the
Federation, which cover the year to 31 August 2012, aggregate the activities of the fourteen
member academes

The principal activity of the Federation 15 to advance, for the public benefit, education n the
United Kingdom by estabhishing, maintaining, carrying on, managing and developmg schools
offering a broad curriculum with a strong emphasis on, but in no way lmited to one or a
combmation of specialisms

Members
The members of the company are the Principal Sponsor, two persons nomunated by the
Principal Sponsor and an mdividual nominated by the Secretary of State for Education

Every member of the company undertakes to contribute such amount as may be required
(not exceeding £10) to the company’s assets 1f 1t should be wound up while he or she 15 a
member or within one year after he or she ceases to be a member, for payment of the
company’s debts and habilities anising before he or she ceases to be a member, and of the
costs, charges and expenses of winding up, and for the adjustment of nghts of the
contnibutories among themselves
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Directors’ report Year to 31 August 2012

STRUCTURE, GOVERNANCE AND MANAGEMENT (continued)

Directors

The arucles of association require the appointment of at least three directors (unless otherwise
determined by ordinary resolution) The directors of the company are also trustees of the
charity The directors delegate a number of functions to the local govermng body (“LGB”)
of each Academy

The Principal Sponsor may by notice 1 writing to the Federation dehvered to the registered
office appomnt up to 12 directors

In the majonty of cases, the Chairman of each LGB, for as long as he remains n office as
such, shall be an Academy director ex officio provided that the total number of Academy
directors shall not exceed twenty

The term of office for any director (other than the Principal Sponsor) shall be three years
Any director may be re-appointed

The training and induction provided for new directors depends on their existing experience
Where necessary imnduction provides tramming on chanty and educational legal and financial
matters  All directors are provaded with copies of policies, procedures, minutes, accounts,
budgets, plans and other documents that they will need to undertake their role as directors

The following directors were 1n office at 31 August 2012 and served throughout the period
except as stated

Director Appointed/Resigned

Lord Harris of Peckham
Lady Harris of Peckham
Ms M P Atkinson

Mr AP Bayon

Mr P Clifford Resigned 1 September 2011
Ms V Gough Resigned 1 September 2011
Mr K ) Hoods Appointed 1 September 2011
Mr P Jacobs

Ms B Johnston

Mrs L) Manson-Smith Appointed 26 March 2012
MrTD Moore Appointed 1 September 211
Mr K Morley

Sir Dan Moeynihan
Mr P ) Saunders

Mrs AM Smith Appointed 2 November 2012
Sir Cynl Taylor
Ms R Wilton Appointed 1 September 2011

During the period under review the directors held three meetings

Harris Federation 3




Directors’ report Year to 31 August 2012

STRUCTURE, GOVERNANCE AND MANAGEMENT (continued)

Subsidiary companies
Harris Academies Project Management Limited was incorporated in 2007 and began tradimg
on 21 May 2007 It 1s a wholly owned subsidiary of the Federation

HCTC Enterprises Limited was incorporated 1n 1994 and 1s a wholly owned subsidiary of
the Federation

Management

The directors of the Federation are appointed by the members of the company The
Chairman of each local governing body 1s appointed as a director of the Federation ex
offictc The board of directors of the Federation 15 responsible for setning general pohcy,
adopting an annual plan and budget, and monitoring the Federation by use of budgets and
making major decisions about the direction of the Federation, capital expenditure and semor
staff appointments

Each Academy has its own local governing body with the Chairman of that Academy being a
director of the Federation in the majority of cases Each local goverming body has
responsibility for setting policy, annual plans and budgets at the Academy and recommending
these to the Federanon Board of directors

The directors delegate the day to day responsibility of runming the Federanion to Sir Dan
Moynthan (CEQ)} The day to day running of individual Academues 1s delegated by each
local governing body to the semior management team, which includes the Principal

Risk management

The directors are responsible for identifying misks faced by the Federation, establishing
procedures to mitigate these risks, and ensuring that employees are aware of these procedures
and of the implications of fashng to implement them They are satisfied that these procedures
are conststent with guidelines 1ssued by the Chanty Commuission

The directors acknowledge they have overall responsibility for ensuring that the Federatnon
has an effective and approprniate system of controls, financial and otherwise The directors are
also responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Federauon and enable them to ensure the
financial statements comply with the Compames Act The directors also acknowledge
responsibility for safeguarding the assets of the Federation and hence for taking reasonable
steps for the prevention and detection of fraud and other wrregulanues and to provide
reasonable assurance that

¢ the Federation 15 operating efficiently and effectively,

¢ 1ts assets are safeguarded against unauthorised use or disposition,
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Directors’ report Year to 31 August 2012

STRUCTURE, GCVERNANCE AND MANAGEMENT (continued)

Risk management (continued)
¢ proper records are maintained and finanaial information used within the Federation or
for 1ts pubhcation 1s reliable, and

¢ the Federation complies with relevant laws and regulanions

OBJECTIVES AND ACTIVITIES

Objects, aims and objectives

The aim of the Federation 15 to operate as a group of collaboraung Academues for the benefit
of young people Acadermes are geographically close which gives the Federation the
opportunity to build a joint purpose, encourage healthy compention and share the best 1deas

The Sponsor’s vision 1s that, rather than working n 1solation, the Harrns Academies wilk
work together as a federanon This will enable the schools to use their combined resources
and collective expertise 1n order to assist each other and so rase standards faster than would
be the case with schools working 11 150lation

Public Benefit

The directors confirm that they have referred to the guidance contamned in the Charity
Commussion’s general guidance on public benefit when reviewing the chantable company’s
objectives and aims and 1n planning future activities for the year The directors consider that
the chanitable company’s aims are demonstrably to the public benefit

Equal opportunities policy

The directors recogruse that equal opportunities should be an integral part of good practice
within the workplace The Federation has established equal opportunity n all areas of 1ts
activities including creating a working environment i which the contribution and needs of
all pecple are fully valued

Disabled persons

Lifts, ramps and disabled toilets have been installed and door widths have been enlarged to
enable wheelchair access to all the main areas of the academies The policy of the Federation
15 to support the employment of disabled persons both in recrustment and by retention of
employees who become disabled whilst 1n the employment of the academues, as well as
generally through training and career development

ACHIEVEMENTS AND PERFORMANCE

Durnng 2012, the Harns Federation produced an wmprovement of 3% n 5A*-C GCSE's
mncluding English and Maths at 2 tme when results were very unpredictable with the national
issues with GCSE Englsh This mamtains a nising trend over five years for the Harris
Federation
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Directors’ report Year to 31 August 2012

ACHIEVEMENTS AND PERFORMANCE (continued)

Ten of the twelve Harnis Secondary Academies now have 90% or more students gaiming five
good passes, with five at 100% These results n all but one of our Academies were achieved
with the students of the predecessor schools Posiive comments about the examination
petformance at the Harns Federation have been made by the Prime Minister in his
conference speech, Secretary of State for Education 1n a range of contexts and a range of
other media

Post 16 results improved with a larger number of candidates in the Federated Post 16
achieving an average of AAB Large numbers of Harris students progressed to a wide range of
vruversities ncluding those in the Russell Group

Nine out of ten Harrnis Acadermes open for longer than a year are now judged to be
Outstanding by Ofsted This compares very favourably with a national average for
Outstanding schools of just 20% No other Academy provider matches this

QOur Academues remain on average very oversubscribed with an average of 5 apphcations for
each place The Harris Federation Post 16 has over 1,200 students on roll

The two new secondary school jomers, Harmis Academy Beckenham and Harris Academy
Bromley, both achieved very large improvements of 17% and 15% respectively on the
predecessor schools results

Harris Teaching School was awarded one of four licenses to offer the Headreachers
Quabfication, the National Professional Qualificanon for Headteachers or NPQH, 1n
London

Three new primary Academies jomed the group, Harris Pomary Academy Coleraine Park
and Harris Primary Academy Philip Lane along with Harris Primary Academy Chafford
Hundred In addition Harns Primary Free School Peckham opened on the site of Harms
Academy Peckham and admutted 60 nursery age children Along with Hams Primary
Academy Peckham Park, Harris Federation opened five primary schools by September 2012,
making a total of eighteen Harris Academies in the group by the start of 2012/13

Going concern

After making appropnate enquiries, the directors have a reasonable expectation that the
Federation has adequate resources to continue in operational existence for the foreseeable
future For this reason 1t continues to adopt the going concern basis 1n prepanng the financial
statements Further details regarding the adoption of the going concern basis can be found in
the Prncipal Accounting Policies
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Directors’ report Year to 31 August 2012

FINANCIAL REVIEW

Financial report for the period

Most of the company’s income comes from the Education Funding Agency (EFA), formerly
the Young People’s Learning Agency (YPLA), in the form of recurrent grants for particular
purposes These grants and the associated expenditure are shown as restricted funds in the
consolidated statement of financial activities

The company also receives grants for fixed assets from the Department for Education (DfE)
In accordance with the Charities Statement of Recommended Practice, ‘Accounting and
Reportng by Charities” (SORP 2005), these grants are shown in the Statement of Financial
Acuvities as restricted income 1n the fixed asset fund The restncted fixed asset fund balance
15 reduced by annual depreciation charges over the expected useful hfe of the assets
concerned

Durning the year ended 31 August 2012, total expenditure (excluding depreciation} of
481,544,000 (2011 - £62,759,000) was more than covered by grant funding from the EFA
and other mmcome The excess of imncome over expenditure for the pemod (excluding
restricted fixed asset funds and before transfers and the pension scheme actuanal movement)
was £1,659,000 (2011 - £2,991,000)

At 31 August 2012 the net book value of fixed assets was £201,628,000 (2011 -
£137,361,000)  These assets were used exclusively for providing education to the
Federation’s pupils and related support services

Financial position and reserves policy

The Federation held fund balances at 31 August 2012 of £204,402,000 (2011 -
£144,340,000) compnsing 200,831,000 (2011 - £141,604,000) of restricted funds
mcluding a pension reserve deficit of £10,733,000 (2011 - £3,741,000} and ,£3,571,000
(2011 ~ £2,736,000) of unrestricted general funds

Total revenue reserves, which exclude the fixed asset fund of £201,628,000 and the pension
reserve deficit of £10,733,000 (2011 - £3,741,000), were £13,507,000 as at 31 August 2012
(£,10,720,000 as at 31 August 2011) Thus 18 equal to approximately two months’ revenue
expenditure and the directors consider that this 15 sufficient for the working capital and
operational needs of the Federation based on historic levels of acuvity

Given the current expansion of the Federation, these requirements are not fixed The
directors plan for to retain between 3% and 5% of recurrent income each year The directors
will keep the level of reserves under review
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Directors’ report Year to 31 August 2012

PLANS FOR FUTURE PERIODS

Harnis Federation has secured approval to open one of the first Free School Pupil Referral
Unuts, Harris Aspire, for children at nisk of exclusion from September 2013 During this year
much work has gone on to prepare for the opening of the prestigious all through school, the
Chobham Academy n East Village (Olympic Park) and work has progressed with a number
of Free School Groups Harns Federation 1s hkely to compnse at least 25 Academuies by
September 2013

AUDITOR
In so far as the directors are aware

¢ There 15 no relevant audit information of which the charitable company’s auditor 1s
unaware, and

¢ The directors have taken all steps that they ought to have taken to make themselves

aware of any relevant audit information and to estabhsh that the auditor 15 aware of that
mformanon

Approved by the directors and signed on their behalf by
S T 1

Sir Dan Moynihan
Darector

Approved by the directorson «7 ﬂw‘,\é‘v Zn 2
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Governance statement Year to 31 August 2012

Scope of responsibility

As directors, we acknowledge we have overall responsibility for ensuring that the Hams
Federation has an effective and appropnate system of control, financial and otherwise
However such a system 1s designed to manage rather than ehminate the sk of failure to
achieve business objecuves, and can provide only reasonable and not absolute assurance
against material misstatement or loss

The board of directors has delegated the day-to-day responsibility to the Chief Execuuve
Officer, as Accounting Officer, for ensunng financial controls conform with the requirements
of both propriety and good financial management and 1n accordance with the requirements
and responsibilities assigned to 1t in the funding agreement between the Federation and the
Secretary of State for Education The Chief Executive Officer 1s also responsible for
reporting to the governing body any material weaknesses or breakdowns 1n internal control

Governance

The information on governance mcluded here supplements that described 1n the directors’
report and 1n the statement of directors’ responsibilities The board of directors has formally
met three times during the year Attendance dunng the year at meetings of the board of
directors was as follows

Number of
meetings Out of a
Director attended possible
Lord Harns of Peckham 3 3
Lady Harris of Peckham 3 3
Ms M P Atkinson 3 3
Mr A P Bayon 3 3
Mr K J Hoods 2 3
Mr P Jacobs 3 3
Ms B Johnston 3 3
Mrs L} Manson-Smith 1 2
MrT D Moore 3 3
Mr K Morley 2 3
Sir Dan Moynihan 3 3
Mr P ) Saunders 3 3
Sir Cyril Taylor 2 3
Ms R Wilton 3 3

As described in the directors’ report, the directors delegate a number of functions to the local
governing body (LGB) of each academy These LGBs meet as appropriate throughout the
year i order to govern the affairs of the individual academies

The directors have reviewed the guidance provided within the Academies Financial
Handbook (September 2012) regarding independent checking of financial controls and the
role of a committee that momtors this The Federation has reviewed 1its structures for
monitoring financial controls 1n the context of this guidance and has established a sub-
committee of governors to fulfil this purpose These arrangements will be formahsed 1n due
course
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Governance statement Year to 31 August 2012

The purpose of the system of internal control

The systern of internal control 1s designed to manage nsk to a reasonable level rather than to
eliminate all risk of fallure to achieve policies, aims and objectives, 1t can therefore only
provide reasenable and not absolute assurance of effectiveness The system of intemal control
15 based on an ongoing process designed to 1dentify and prioninise the nisks to the achievement
of the Federanon’s policies, aims and objectives, to evaluate the likehhood of those nsks
being realised and the umpact should they be realised, and to manage them efficiently,
effecuvely and economically The system of internal control has been in place at the
Federation for the year ended 31 August 2012 and up to the date of approval of the annual
report and financial statements

Capacity to handle rnisk

The board of directors has reviewed the key risks to which the Federatuon 1s exposed
together with the operating, financial and comphance controls that have been implemented
to mitigate those risks The board of directors 1s of the view that there 1s an ongoing process
for identifying, evaluating and managing the Federanon’s sigmficant nisks that has been 1n
place for the year ended 31 August 2012 and up to the date of approval of the annual report
and financial statements This process 1s regularly reviewed by the board of directors

The risk and control framework

The Federation’s system of internal financial control 15 based on a framework of regular
management information and adminsstrative procedures including the segregation of duties
and a system of delegation and accountability In parnicular, 1t includes

¢ comprehensive budgetung and momtoring systems with an annual budget and penodic
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,

¢ sctung targets to measure financial and other performance,

¢ clearly defined purchasing (asset purchase or capital investment) gmdelines,
+ delegation of authonty and segregation of dunes, and

+ idenafication and management of nsks

The directors have considered the need for a speafic mternal audit function and have
decided not to appownt an internal auditor However, the board have appomted Sir Dan
Movynihan, a director as Responsible Officer ('RO’) for the Federation The RO’s role
mncludes giving advice on financial matters and performing a range of checks on the
Federation’s financial systems  As permitted by the Financial Handbook of Acadermes, this
task has been outsources to the external auditors On a pernodic basis, the external auditors
will report to the RO on the operaton of the systems of control and on the discharge of the
R O’s financial responsibilities

The RO function for the year has been fully delivered in hine with the requirements of the
Financial Handbook
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Governance statement Year to 31 August 2012

Review of effectiveness

As Accounting Officer, the Chief Executive Officer has responsibibity for reviewing the
effectiveness of the system of internal control During the year 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, and

¢+ the work of the Senior Leadership Team within the Federation who have responsibihity
for the development and maintenance of the internal control framework

The Accounting Officer has advised the finance commuttee of the implications of his review
of the system of internal control and a plan to address weaknesses and ensure continuous
umprovement of the systemn 1s 1n place

?_ellé

Approved by order of the members of the board of directors on o nd signed on

its behalf by |
|
Omd It

Mr P] Saunders Sir Dan Moynihan
Director Accounung Officer
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Statement on regularity, propriety and compliance 31 August 2012

As Accounting Officer of Harris Federation, 1 have considered my responsibility to notify the
Federation board of dwrectors and the EFA of material irregulanty, impropnety and non-
compliance with EFA terms and conditions of funding, under the funding agreement 1n place
between the Federation and the Secretary of State  As part of my consideration I have had
due regard to the requirements of the Academies Financial Handbook

I confirm that I and the Federation board of directors are able to identify any maternal
irregular or improper use of funds by the Federation, or maternal non-comphance with the
terms and conditions of funding under the Federauon’s funding agreement and the
Academies Financial Handbook

I confirm that no instancs of matenal wregulanty, impropnety or funding non-comphance
have been discovered to dike

oo

Sir Dan Moynihan

Accounting Officer
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Statement of directors’ responsibilities 31 August 2012

The directors (who act as trustees for chantable acnvities of the Federanon) are responsible
for prepaning the directors’ report and the financiat statements 1 accordance with the Annual
Accounts Requirements issued by the Education Funding Agency, Umted Kingdom
Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice} and
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under company law, the directors must not approve the financial statements unless they are
satsfied that they give a true and fair view of the state of affars of the chartable company
and of 1ts incoming resources and application of resources, mncluding 1ts mncome and
expenditure, for that period In preparing these financial statements, the directors are
required to

¢ sclect suitable accounting policies and then apply them consistently,

¢ observe the methods and principles 1n the Charities’ Statement of Recommended
Practice (the Charines’ SORP),

¢ make judgments and estimates that are reasonable and prudent,

4 state whether applicable United Kingdom Accounting Standards have been followed,
subject to any matenal departures disclosed and explained in the financial statements, and

¢ prepare the financial statements on the gommg concern basis unless 1t 15 1nappropnate to
presume that the Academy will continue 1n operation

The directors are responsible for keeping adequate accounting records that disclose with
reasonable accuracy at any ume the financial position of the charitable company and enable
them to ensure that the financial statements comply with the Companies Act 2006 They are
also responsible for safeguarding the assets of the chantable company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulartties

The directors are responsible for ensuning that mn 1ts conduct and operation the chantable
company 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 EFA have been applied for the purposes intended

A

Approved by t of the board of directors on

\ S

Mr P ] Saunders
Director

20 S2umby ¥ ind sighed on 1ts behalf by
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Independent auditor’s reports 31 August 2012

Independent auditor’s report to the members of the Harris Federation

We have audited the financial statements of the Harns Federation and group for the year
ended 31 August 2012 which compnse the consolidated statement of financial activities, the
group and company balance sheets, the consohidated cash flow statement, the principal
accounting policies and the related notes The finanaial reporting framework that has been
applied 1n their preparation 1s apphcable law, United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice) and the Annual Accounts
Direction 2011/12 1ssued by the Education Funding Agency

This report 15 made solely to the chantable company’s members, as a body, 1n accordance
with Chapter 3 of Part 16 of the Compames Act 2006 Our audit work has been undertaken
so that we mught state to the charitable company’s members those matters we are required to
state to them 1n an auditor’s report and for no other purpose To the fullest extent permutted
by law, we do not accept or assume responsibihty to anyone other than the charitable
company and the chantable company’s members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditor
The directors act as trustees for the chantable activities of Hamms Federation and are also the
directors of the chantable company for the purpose of company law

As explamed more fully 1in the statement of directors’ responsibilities set out 1n the directors’
report, the directors are responsible for the preparacon of the financial statements and for
being satisfied that they give a true and fair view

Our responstbility 1s to audit and express an opmion on the financial statements n
accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board's (APB’s) Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit mnvolves obtaiming evidence about the amounts and disclosures 1n the financial
statemnents sufficient to give reasonable assurance that the financial statements are free from
matenal musstatement, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropnate to the chantable company’s circumstances
and have been consistently apphed and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information n the
directors’ report to identify material inconsistencies with the audited financial statements  If
we become aware of any apparent material mconsistencies we consider the imphcations for
out repott
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Independent auditor's reports 31 August 2012

Opinion
In our opmion

+ the financal statements give a true and fair view of the state of the group and parent
chantable company’s affarrs as at 31 August 2012 and of 1ts incomung resources and
application of resources, including its income and expenditure, for the year then ended,

¢ the financial statements have been properly prepared in accordance with Umted
Kingdom Generally Accepted Accountmg Practice,

¢ the financial statements have been prepared in accordance with the Companies Act 2006,
and

¢ the financial statements have been prepared 1n accordance with the Annual Accounts
Direction 2011/12 ssued by the Education Funding Agency

Opinion on other matter prescribed by the Companies Act 2006
In our opimon the information given m the directors’ report for the financial year for which
the financial statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report m respect of the following matters where the Companies Act
2006 requires us to report to you if, m our opinion

¢ adequate accounung records have not been kept 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 directors’ remuneration specified by law are not made, or

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

gt

< s

Avnish Savjani, Senior Statutory Auditor

for and on behalf of Buzzacott LLP, Statutory Auditor
130 Wood Street

London

EC2V 6DL

2 Drcompe~ Tor L
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Independent auditor's reports 31 August 2012

Independent auditor's report on regularity to the members of the Harris Federation
and the Education Funding Agency

In accordance with the terms of our engagement letter dated 28 August 2012 and further to
the requirements of the Education Funding Agency (EFA), we have carned out a review to
obtain assurance about whether, 1n all matenal respects, the expenditure disbursed and
income recetved by the Federation dunng the penod from 1 September 2011 to 31 August
2012 have been applied to the purposes idenufied by Parliament and the financial transactions
conform to the authorittes which govern them

This report 15 made solely to the chantable company’s members and the EFA  Our review
work has been undertaken so that we mught state to the chantable company’s members and
the EFA those matters we are required to state to 1t 1n 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 chantable company's members and the EFA, for our review work, for this
report, or for the opmion we have formed

Respective responsibilities of the board of directors and auditor

The board of directors 1s responsible, under the requirements of the Academues Ace 2010,
subsequent legislation and related regulations, for ensuring that expenditure disbursed and
income recewved 1s applied for the purposes intended by Parhament and the financial
transactions conform to the authorities which govern them

Our responsibilities for this review are established in the United Kingdom by our profession’s
ethical guidance and the audit guidance set out in the EFA’s Financial Handbook and
Accounts Direction We report to you whether, 1 our opimon, anything has come to our
attention 1n carrying out our review which suggests that 1n all matenal respects, expenditure
disbursed or income received during the period from 1 September 2011 to 31 August 2012
have not been appled to purposes intended by Parhament and the financial transactions do
not conform to the authonties which govern them

Basis of opinion
We conducted our review 1n accordance with the Academies Handbook and the Accounts
Direction 1ssued by the EFA

Opinion

In the course of our work, nothing has come to our attention which suggests that m all
matenal respects the expenditure disbursed and income recewed during the period from 1
September 2011 to 31 August 2012 have not been applied to purposes mtended by
Parhament and the financial transactions do not conform to the authorines which govern

R

Pl Lo -
Buzzacott LLP
Chartered Accountants
130 Wood Street

London 2 Necordta L

EC2V 6DL

them
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Consolidated statement of financial activities Year to 31 August 2012

(including Income and Expenditure Account and Statement of Total Recognised Gains and Lasses)

Unrestricted Restricted funds 2012 2011
general Fixed Total Total
fund General Other assets Funds funds
Notes £°000 £000 £'000 £'000 £°000 £:°000
Incoming resources
Income from generated funds
Voluntary income 2 29 — —_ 14,428 14,457 54
Activities for generating funds 3 655 — 176 — 831 438
Interest recevable 148 — — — 148 74
Transfer from Local Authority on
conversion 30 37 (3,107) — 49,719 46,983 —
Incoming resources from chantable
activities
Funding for Harnis Federation's
educational operations 4 — 81,641 1,854 5,575 89,070 80,791
Other incoming resources 5 — — 1,436 — 1,436 748
Total incoming resources 1,203 78,534 3,466 69,722 152,925 82,105
Resources expended
Charrtable activities
Harns Federation’s
educational operations 7 368 77,787 3,167 7,906 89,228 69,598
Governance costs 8 — 222 — — 222 209
Total resources expended B 368 78,009 3,167 7,906 89,450 69,807
Net incoming resources before
transfers 835 525 299 61,816 63.475 12,298
Gross transfers between funds 18 —_ (2,451) — 2,451 —_ —
Net incoming/(outgoing)
resources before other
recognised gains and losses 835 (1,9286) 299 64,267 63,475 12,298
Other recognised gains and
losses
Actuarial (loss)/gain on defined
benefit pension scheme 21 — (3,413) — — (3.413) 1,865
Net movement in funds 835 (5,339) 299 64,267 60,062 14,163
Fund balances brought forward at 1
September 2011 2,736 3,566 677 137,361 144,340 130,177
Fund balance carned forward at
31 August 2012 3,571 (1,773) 976 201,628 204,402 144,340

All of the group’s actvities denved from continuing operations during the above financial perieds There 15 no
difference between the net movement 1n funds stated above, and 1ts hustonical cost equivalent

The results of Harns Acaderues Project Management Limited and HCTC Enterpmses Limited have been
consolidated within the financial statements of Harnis Federation

A statement of Total Recognised Gains and Losses 1s not required as all gans and losses are included 1n the
Staternent of Financial Activities
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Balance sheets 31 August 2012

2012 2011
Group  Company Group Company
Notes £'000 £000 £'000 £:000
Fixed assets
Tangible assets 12 201,628 201,626 137,361 137,357
Current assets
Debtors 15 3,644 3,797 3,097 2,327
Cash at bank and in hand 16 21,777 21,002 19,797 18,535
25,421 24,799 22,894 20,862
Creditors amounts falling due
within one year 17 (11,914) (11,401) (12,174) (10,219)
Net current assets 13,507 13,398 10,720 10,643
Net assets excluding pension
habihty 215,135 215,024 148,081 148,000
Pension scheme hability 21 (10,733) (10,733) (3,741) (3,741)
Net assets including pension
hability 204,402 204,291 144,340 144,259
Represented by
Funds and reserves
Income fund's
Restricted funds 18
EFA revenue funding 8,960 8,960 7,307 7,307
Pension reserve (10,733) (10,733) (3.741) (3,741)
{1,773) (1,773) 3,566 3,566
Fixed assets 201,628 201,626 137,361 137,357
Other restricted funds 976 976 677 677
200,831 200,829 141,604 141,600
Unrestricted funds
General fund 3,571 3,462 2,736 2,659
204,402 204,291 144,340 144,259

Approved by the directors and s

N

Sir Dan Moynihan
Dhrector

Approved on 10 fecombe— ZOVL

d on their behalf by

Harris Federation 18



Consolidated cash flow statement Year to 31 August 2012

2012 2011
Notes £ £
Net cash inflow from operating activities 26 6.767 6,504
Cash transferred on Acaderies joimng the Federation 26 n —
Returns on investment and servicing of finance 27 148 74
Capital expenditure 28 (5,308} (3,234)
Increase in cash in the year 29 1,980 3,344
Reconciliation of net cash flow to movement in net
funds
Net funds at 1 September 2011 19,797 16,453
Net funds at 31 August 2012 21,777 19,797
Analysis of changes in net funds
Group
At 1 At 31
September Cash August
201 flows 2012
£°000 £000 £'000
Cash at bank and in hand 19,797 (4,420} 15,377
Cash on deposit —_ 6,400 6,400
19,797 1,980 21,777

Harris Federation 19




Principal accounting policies 31 August 2012

Format of financial statements

The statutory format for the financial statements as required by the Companies Act 2006
Part 15 Chapter 4 has been adapted to provide more approprnate information that comphes
with the Statement of Recommended Practce ‘Accounting and Reporting by Chartes’
1ssued 1n March 2005 (‘Charities SORP 2005') and reflects the activaties of the company

Basis of accounting

The financial statements have been prepared under the histoncal cost convention and in
accordance with the requirements of the Companies Act 2006 Applicable accounting
standards, the Statement of Recommended Practice “Accounting and Reporting by
Charities” {SORP 2005) and the Academies Accounts Direction 1ssued by the EFA have
been followed in these financial statements

Basis of consolidation

The consolidated statement of financial acuvities and group balance sheet consohdate the
financial statements of the company and those of its subsidiaries made up at the balance
sheet date

No separate statement of financial activities has been presented for Harns Federation alone,
as permutted by section 408 of the Companies Act 2006 and paragraph 397 of SORP 2005

Going concern

The directors assess whether the use of gomng concern 1s appropnate 1 ¢ whether there are
any material uncertainties related to event or conditions that may cast significant doubt on
the ability of the company to continue as a going concern The directors make this
assessment 1n respect of a period of one year from the date of approval of the financial
statemernts

Incoming resources

Grants recewable

Grants are included 1n the statement of financial activities on an accruals basis The balance
of income received for specific purposes but not matched to relevant expenditure durng
the penod 1s shown 1n the restnicted income fund on the balance sheet

Gifts tn kind

Gafts 1n kind provided to the group are recogmsed 1n the statement of financial activities at
their value to the group, as determuned by the directors, 1n the period in which they are
recewvable, and where the benefit 1s both quanuifiable and material

Sponsorship

Sponsorship provided to the group 1s recognised 1n the statement of financial activities 1n
the period 1n which 1t 1s receivable
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Principal accounting policies 31 August 2012

Incoming resources {continued)

Donations

Donations are included mn the statement of financial activities on a cash recewved basis or on
an accruals basis where they are assured with reasonable certamty and are receivable at the
balance sheet date

interest receivable
Interest receivable 15 mcluded within the statement of financial activities on an accruals
basis

Resources expended and the basis of apportioning costs

Resources expended

Resources expended are recognised mn the period 1in which they are incurred and include
wrrecoverable VAT They have been classified under headings that aggregate all costs
relating to that activity

Allocation of costs

In accordance with the Charities SORP, expenditure has been analysed between the
group’s charnitable activities and governance Items of expenditure which involve more than
one cost category have been apportioned on a reasonable, justifiable and consistent basis for
the cost category concerned

Governance Costs

Governance costs include the costs attributable to the group’s compliance with
constitutional and statutory requirements, including audit, strategic management and
directors’ meetings and reimbursed expenses

Tangible fixed assets
All IT equipment costing more than £500 and all other assets costing more than £1,000
and with an expected useful life exceeding one year are capitahsed

Depreciation 1s charged on a straight line basis beginning 1n the year in whuch the asset 1s
brought mto use at the following annual rates

4+ Furniture and equipment 25%pa
¢ Computer equipment 33%pa
+ Long leasehold land and builldings 2% pa

¢ Motor vehicles 25%pa
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Principal accounting policies 31 August 2012

Tangible fixed assets (continued)

Where fixed assets have been acquired with the aid of specific grants, they are mcluded in
the balance sheet at cost and are depreciated over their expected useful economic life The
related grants are credited to a restncted fixed asset fund (on the statement of financial
activities and carried forward in the balance sheet) The depreciation on such assets 1s
charged 1n the statement of financial activities over the expected useful economuc life of the
related asset on a basis consistent with the depreciation policy

Grants provided to acquire fixed assets may be paid either to the Federation or directly to
meet the cost of the fixed asset Where costs have been paid directly and are part of the
capital project, they have been recognised as restricted fixed asset funding

The cost of buildings constructed under the UK Government’s Building Schools for the
Future programme as funded by Local Authonties, are recognised m the statement of
financial activities as voluntary income 1n the penod m which the Federation takes
ownership of these buildings No value 15 brought mto the financial statements before this
time

The cost of buildings that were not previously capitaised as part of capual projects at the
Academues are introduced at an amount valued by the EFA

Investments

The company’s share holding in 1ts wholly owned subsidiaries, Harris Acadermies Project
Management Limited and HCTC Enterprises Limited, are mcluded in the company’s
balance sheet at the cost of the share capital owned There 1s no readily available market
value and the cost of valuation exceeds the benefit denived

Fund accounting
The unrestricted general fund represents momes which may be applied for any purpose
within the company’s objects at the discretion of the directors

Reestricted funds are grants from the DfE and other donors which are to be used for speafic
purposes

Leased assets

Rentals applicable to operating leases where substantially all of the benefits and nisks of
ownership remain with the lessor are charged to the statement of financial activities on a
straight line basis over the lease term

Taxation

The Federation 1s considered to pass the tests set out mn Paragraph 1 Schedule 6 of the
Finance Act 2010 and therefore 1t meets the defimtion of a chantable company for UK
corporation tax purposes Accordingly, the Federation 1s potentially exempt from taxation
in respect of mncome or capital gans 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 mncome or gans are applied exclusively to charitable

purposes
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Principal accounting policies 31 August 2012

Pensions
Some group staff are members of one of two mulu-employer defined benefit pension
schemes More details of the schemes are given 1n note 21

Defined Benefit Schermes

Teachers’ Penston Schente

Full-time and part-ime teaching staff employed under a contract of service are ehgible to
contribute to the Teachers’ Pension Scheme (TPS) The TPS, a statutory, contnibutory,
final salary scheme 1s adminstered by Capita Teachers’ Pensions on behalf of the Education
Funding Agency As the group 1s unable to identify 1ts share of the underlying (notional)
assets and lLabihties of the scheme, the group has taken advantage of the exemption in
Financial Reporting Standard (FRS) 17 and has accounted for its contribunons to the
scheme as if it were a defined contribution scheme The pension costs for the scheme
represent the contnibutions payable by the group n the year

Local Government Pension Scheme

Non tcaching members of stafl are offered membership of the Local Government Pension
Schemes (LGPS), which are managed by the London Boroughs of Southwark, Croydon,
Bexley and Merton Pension Fund and Essex County Council Pension Fund The LGPS 1s
a defined benefit pension scheme and 15 able to 1dentify the company’s share of assets and
habilities and requirements of the FRS 17, Retirement Benefits, have been followed

The group’s share of the LGPS assets are measured at fair value at each balance sheet date

Liabilities are measured on an actuanal basis using the projected unit method The net of
these two figures 1s recogmsed as an asset or hability on the balance sheet Any movement
in the asset or hability between balance sheet dates 1s reflected 1n the statement of financial
activities

Schools joining the Federation

School’s joining the Federanon transfer idenufiable assets and habihties and the operation of
the predecessor School for [nil consideration, which has been accounted for under the
acquisiion accounting method

The assets and labiliies transferred on conversion from the predecessor school to the
Federanon have been valued at their fair value being a reasonable estimate of the current
market value that the directors would expect to pay mn an open market for an equivalent
item Their fair value 1s 1n accordance with the accounting policies set out for the
Federanon The amounts have been recogmsed under the appropriate balance sheet
categories, with a corresponding amount recognised in voluntary mncome as net mncome in
the statement of financial activities and analysed under unrestricted funds, restricted general
funds and restricted fixed asset funds Further details of the transaction are set out 1 note 25
of the financial statements
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Notes to the financial statements 31 August 2012

2 Voluntary income

2012 2011
Unrestricted Restricted Total Total
funds funds funds funds
£'000 £'000 £'000 £'000
Donations 29 — 29 54
Building inclusion at EFA valuation {note 12) — 14,428 14,428 —
29 14,428 14,457 54

3 Activities for generating funds
2012 2011
Unrestrnicted Restricted Total Total
funds funds funds funds
£'000 £000 £000 £'000
Lettings and other income 655 — 655 309
School uniform and book sales income — 176 176 129
655 176 831 438
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Notes to the financial statements 31 August 2012

5 Other incoming resources

2012 2011
Unrestricted Restricted Total Total
tunds funds funds funds
£000 £°000 £000 £'000
Academy trips — 457 457 220
Sundry iIncome —_ 764 764 55
Rebates — 65 65 473
Nationaf College for Learning grant — 150 150 —
— 1,436 1,436 748
6 Resources expended
Staff Other Total Total
costs Premises costs 2012 201
£:000 £:000 £°000 £'000 £°000
Academy’s educational
operations {note 7}
Direct costs 45,853 4,071 4,300 54,224 41,715
Allocated support costs 18,163 9,150 6,099 33,412 24,245
Implementation costs — — 1,592 1,592 3,638
64,016 13,221 11,991 89,228 69,598
Governance costs including
allocated support costs
(note 8} — — 222 222 209
64,016 13,221 12,213 89,450 69,807
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Notes to the financial statements 31 August 2012

7 Harris Federation's educational operations

2012 20Mm
Unrestncted Restricted Total Total
funds funds funds funds
£'000 £°000 £°000 £7000
Direct costs
Teaching and educational support staff costs — 45,853 45,853 34,210
Depreciation — 4,071 4,071 3,842
Education supplies — 2,204 2,202 2,164
Examination fees — 1,479 1,479 1,003
Staff development — 246 246 126
Other direct costs — 3N 3N 370
— 54,224 54,224 41,715
Educational support costs
Support staff costs — 18,163 18,163 13,363
Depreciation — 3,835 3,835 3,206
Pupil recrutment and support — 977 977 953
Maintenance of premises and equipment — 1,857 1,857 1,747
Occupancy costs — 3,457 3,457 2,980
Catering — 1,679 1,679 1,309
Technology costs — 512 512 500
Other support and admin expenses 368 2,564 2,932 187
368 33,044 33,412 24,245
Implementation costs — 1,592 1,592 3,638
368 88,860 89,228 69,598
8 Governance costs
2012 2011
Unrestricted Restricted Total Total
funds funds funds funds
£'000 £:000 £000 £:000
Legal and professional fees — 122 122 119
Auditor's remuneration
Audit of group finanoal statements — 75 75 63
Non statutory audit and other services — 23 23 23
Taxation services — 2 2 2
Governors’ reimbursed expenses — - — 2
—_ 222 222 209
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Notes to the financial statements 31 August 2012

9 Staff costs
Staff costs during the year were as follows

2012 201

Unrestricted Restricted Total Total

funds funds funds funds

£'000 £'000 £000 £'000

Wages and salaries — 50,381 50,381 36,901
Soaqial security costs — 4,252 4,252 3,131
Penswon contributions — 5,983 5,983 4,603
— 60,616 60,616 44,635

Supply staff costs — 2,329 2,329 1,990
Recruitment, and other costs — 1,071 1,071 948
Total staff costs — 64,016 64,016 47,573

The average number of petsons employed by the company during the year ended 31
August 2012 was as follows

2012 201
Number Number
Activities

Teachers 772 551
Administration and support 838 533
Management 112 76
School sperts partnership 6 7
1,728 1,167

The average number expressed as full ime equivalents was 1,482 (2011 — 1,045)

The number of employees who earned £60,000 per annum or more (including taxable
benefits but excluding employer pension contnbutions) duning the year was as follows

2012 2011

Number Number

60,001 - £70,000 34 33
£70,001 - £80,000 13 9
£80,001 - £90,000 8 7
£90,001 - £100,000 4 —
£100,001 - £110,000 1 2
£110,001 - £120,000 3 —
£120,001 - £130,000 —_ 2
£130,001 - £140,000 4 4
£140,001 - £150,000 2 3
£150,001 - £160,000 2 —
£170,001 - £180,000 1 —
£190,001 - £200,000 1 2
£290,001 - £300,000 1 —
£310,001 - £320,000 —_ 1
74 63

All of the above employees earning more than £60,000 per annum participated 1n erther
the Teachers’ Pension Scheme or the Local Government Pension Scheme Dunng the year
ended 31 August 2012, pension contnibutions for these staff amounted to £871,935 (2011 -
£729.916)
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Notes to the financial statements 31 August 2012

10 Directors’ emoluments and expenses

11

12

Dhirectors only recerve remuneration 1n respect of services they provide undertaking the
roles of members of stafl and not 1n respect of their services as directors

One of the directors 1s an employee of the company That employee’s remuneration for
the year ended 31 August 2012 was £298,362 (2011 - £318,000) No other directors of
the company recewved any payment or other emoluments from the Federation in the
period

No directors received any payment for reimbursement of travel and subsistence expenses
mcurred mn the course of their dunies as directors 1n the period (2011 — none) No director
has any beneficial interest in any contract with the company

Other related party transactuons involving the directors are set out 1n note 22

Governors' and Officers’ Insurance

In accordance with normal commercial practice the Federation has purchased insurance to
protect governors and officers from claims arnising from negligent acts, errors or omissions
occurring whilst on Federation business The mnsurance provides cover up to £2 mullion
on any one claim and the cost for the year ended 31 August 2012 was £15,407 (2011 -
£6,325)

Tangible fixed assets (group and company)

Long

leasehold Assets  Furniture

land and under and Computer Motor

builldings construction  equipment  equipment vehicles Total

£'000 £'000 £°000 £'000 £'000 £'0600

Cost
At 1 September 2011 142,136 4,645 8,184 12,919 240 168,124
Transfer upon conversion 49,719 _— — — — 49,719
Existtng academies EFA valuation 14,428 —_ — - —_ 14,428
Additions 6,374 — 634 986 34 8.028
Transfers 4,215 (4,215) — — — —
Disposals — — {2) — — (2)
At 31 August 2012 216,872 430 8816 13,905 274 240,297
Depreciation
At 1 September 2011 16,464 — 4,919 9,226 154 30,763
Charge for penod 4,279 — 1,422 2,160 45 7.906
At 31 August 2012 20,743 — 6,341 11,386 199 38,669
Net book values
At 31 August 2012 196,129 430 2,475 2,519 75 201,628
At 31 August 2011 125,672 4,645 3,265 3,693 86 137.361

The land on which the individual academues are sited are leased from the local London
Boroughs at a peppercorn rent over various lease terms No value has been placed on this
land 1n the financial statements due to the restrictive covenants on the asset

Harris Federation 34




Notes to the financial statements 31 August 2012

12 Tangible fixed assets (group and company) {continued)
Bulldings Schools for the Future

Capital work 1s being completed at Hams Academy Purley and Hams Academy
Falconwood The DfE has awarded the Local Authonty budgets of £23 rmullion and £26 9
mullion to design and build the respective academy buildings Of this total, £1 9 rulhon
relates to ICT 1 each academy After completion of the projects, the buildmgs will be
transferred to the Federation on a long lease The cost of the building will be capitalised
once the Federation takes ownership of the buildings

Bulldings transferred upon conversion

Five schools jomed the Federation dumng 2011/12 and the value of the buildings
transferred on conversion 1s included within tangible fixed assets Further details of this
transfer are included 1 note 30

Existing Academies EFA valuation

Butldings at Harris Academy Bermondsey and Harris Academy Merton that were not
previously capitalised as part of capital projects at the Academues have been mntroduced at a
total EFA valuation of £14 4 milhon

Assets under construction are Academy buildings that have been funded from DfE capital
grants

Tangible fixed assets with a net book value of £1,798 (2011 - £3,568) are held mn HCTC
Enterprises Ltd There are no other differences between the assets of the group and

company
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Investments — Harris Academies Project Management Limited

The 1ssued share capital of Harris Academies Project Management Limiuted, a company
registered 1 England and Wales (Company number 588735) was transferred to the
company on 21 May 2007 and Harris Academies Project Management Limited began
trading on that date The company 1s used for construction work on a number of Harnis
Federation academy buildings

The following 1s a summary of the financial statements of Harris Academies Project

Management Limited which have been included 1in the consolidated financial statements

2012 2011

£'000 £°000
Turnover 2,247 15,028
Cost of sales (2,237) (15,003)
Gross profit 10 25
Interest received 5 10
Admnrstrative expenses (3) {35)
Retained profit before chartable donation under Gift Aid at 31 August
2012 12 —
Charitable donation under Gift Aid (12) —

Retained profit after chantable donation after Gift Aud at 31 August 2012

14

Called up share capital —_ —

Net assets at 31 August 2012 — —

The £1 1ssued share capital equalled the net assets of the company at 31 August 2012

Investments - HCTC Enterprises Limited

The 1ssued share capital of HCTC Enterprises Lunited, a company registered in England
and Wales (Company number 2962551), was transferred to the company on 31 August
2007 The company 1s used to carry on business as a general commercial company for the
benefit of Harris City Academy Crystal Palace To this end, the company operates the
Lewas Sports and Leisure Centre
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14 Investments — HCTC Enterprises Limited (continued)
The following 1s a summary of the financial statements of HCTC Enterprises Lirmuted for
the year to 31 August 2012, which have been included in the consohidated financial

statements
2012 201
£000 £'000
Turnover 71 54
Cost of sales (45) (52)
Gross profit 26 2
Administrative expenses (8) 8
Retained profit before chantable donation under Gift Aid at 31 August
2012 18 10
Charitable denation under Gift Aud (19) (11)
Loss on ordinary activitres after taxatron {1 (1)
Retained profits brought forward at 1 September 2011 80 81
Retained profits carned forward at 31 August 2012 79 80
Called up share capital — —
Net assets at 31 August 2012 79 80
15 Debtors
Group Company Group Company
2012 2012 2011 2011
£000 £000 £000 £'000
Trade debtors 246 229 253 252
Prepayments 167 167 195 195
Sundry debtors 1,001 917 184 184
Accrued grant income 79 79 — -
Amount due from subsidiary undertakings _— — — 5
VAT recoverable 535 789 764 676
Grant and other income 1.616 1,616 1,701 1,015
3.644 3,797 3,097 2,327
16 Cash at bank and in hand
Group Company Group Company
2012 2012 2011 201
£000 £°000 £'000 £'000
Cash in current account 15,377 14,602 19,797 18,535
Cash in deposit account 6,400 6,400 — —
21,777 21,002 19,797 18,535
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18

Creditors: amounts falling due within one year

Group Company Group Company

2012 2012 2011 201

£'000 £'000 £°000 £°000

Trade creditors 3,592 3,244 1,222 1,222
Taxation and social secunty 1,392 1,392 1,033 1,033
Other creditors 2,121 2,221 3,159 2,640
Capiial project creditors — — 2,421 -
Accruals and deferred income 3,719 3,713 3,417 3,414
Retention building costs 490 490 922 922
Amounts due to subsidiary undertakings — 3N — 988
11,914 11,401 12,174 10,219

Restricted funds
The income funds of the group include restricted funds comprising the followmng
unexpended balances of grants for specific purposes

At 1 Gains, At 31
September Incoming Expended losses and August
2011 resources resources transfers 2012
£000 £000 £'000 £000 £'000
EFA revenue grant fund
General Annual Grant (GAG) 1,950 77,827 (73,094) (2,451) 4,232
Start Up 2,629 1,236 {1,592) — 2,273
Other EFA 2,728 2,578 {2,851) — 2,455
7,307 81,641 (77.,537) (2,451} 8,960
Pension reserve (3.741) (3,107) (472) (3.413) (10,733)
3,566 78,534 {78,009) (5,864} (1,773)
Other
LEA and other grants 361 2,768 (2,546) — 583
Other restricted 316 698 (621) — 393
677 3,466 {3,167) — 976
Fixed assets
Fixed asset fund 137,361 69,722 {7,906) 2,451 201,628
Total restricted funds 141,604 151,722 (89,082 (3,413) 200,831

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

General Annual Grant

The General Annual Grant must be used for the normal running costs of the acadermes
The academmes are allowed to carry forward up to 12% of the current grant, 2% of which
may be used for general purposes at the discretion of each academy Any balance 1n excess
of 2% may only be used for capital purposes

Other funds
Other grants include funding recetved from the DfE and Local Education Authonties for
specific purposes
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21

Restricted funds (continued)

Frxed asset fund
The fixed asset fund includes grants received from the DfE and other sources to finance the
development and building of the new academy and other tangible fixed assets

Transfers between funds
Transfers from the EFA General Annual Grant Fund and from general funds to the fixed
asset fund relate to fixed assets purchases from these funds

Analysis of net assets between funds

Restricted
funds
General Fixed asset Total
fund General fund 2012

Group £000 £'000 £'000 £000
Fund balances at 31 August 2012 are
represented by
Tangible fixed assets — — 201,628 201,628
Current assets 3,57 21,850 — 25,421
Current liabilities — (11,914) — (11,9143)
Pension scheme hability — (10,733} — (10,733)
Total net assets 3,571 (797) 201,628 204,402

Members' Liability

Each member of the chantable company undertakes to contribute to the assets of the
company 1n the event of it being wound up while he/she 15 2 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 liabilities contracted before he/she ceases to be a member

Pension commitments
Retirement benefits for employees are provided by five mndependently administered
schemes, which are funded by contributions from the employers and employees

The total pension cost to the group during the period ended 31 August 2012 was
£5,983,000 (2011 - £4,603,000) of which £4,259,000 (2011 - £3,298,000) relates to the
Teachers” Pension Scheme and £1,724,000 (2011 - £1,305,000) to the Local Government
Pension Schemes

a) Teachers

Teaching staff are members of the Teachers” Pension Scheme (TPS)
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21 Pension commitments {continued)
a) Teachers (continued)

The TPS 15 a statutory, contributory, defined benefit scheme The regulations under which
the TPS operates are the Teachers' Pensions Regulations 1997, as amended  These
regulations apply to teachers in schools and other educational estabhishments in England and
Wales maintained by local authorities, to teachers in many independent and voluntary-
aided schools, and to teachers and lecturers mn establishments of further and higher
education Membership 1s automatic for full-time teachers and lecturers and from 1 January
2007 automatic too for teachers and lecturers in part-time employment following
appomntment or a change of contract Teachers and lecturers ate able to opt out of the

TPS

Although teachers and lecturers are employed by varnious bodies, their retirement and other
pension benefits, including annual 1ncreases payable under the Pensions (Increase) Acts are,
as provided for in the Superannuation Act 1972, pard out of momes provided by
Parllament 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

The Teachers' Pensions Regulations require an annual account, the Teachers' Pension
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 ncreases and currently set at 3 5%), which 15 equivalent to assuming that the balance
m the Account 1s mvested m notional investments that produce that real rate of return

Not less than every four years the Government Actuary (GA), using normal actuarnal
prnciples, conducts a formal actuarial review of the TPS The aim of the review 15 to
specify the level of future contributions

The contribution rate paid into the TPS 1s assessed 1n two parts  First, a standard
contribution rate (SCR) 15 determined Thus 15 the contribution, expressed as a percentage
of the salaries of teachers and lecturers 1n service or entering service during the peniod over
which the contribution rate applies, which 1f it were paid over the entre active service of
these teachers and lecturers would broadly defray the cost of benefits payable mn respect of
that service Secondly, a supplementary contnbution 1s payable if; as a result of the actuarial
mvestigation, 1t 15 found that accumulated habilities of the Account for benefits to past and
present teachers, are not fully covered by standard contributions to be paid in future and by
the notional fund built up from past contributions The total contribution rate payable 1s
the sum of the SCR. and the supplementary contribution rate

The last valuation of the TPS related to the pertod 1 April 200t - 31 March 2004 The
GA's report of October 2006 revealed that the total habilities of the Scheme (pensions
currently 1 payment and the esumated cost of future benefits) amounted to £166,500
millions The value of the assets (esumated future contributions together wath the proceeds
from the notional investments held at the valuation date) was £163,240 mullions The
assumed real rate of return 1s 3 5% 1n excess of prices and 2% 1n excess of earnings
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21 Pension commitments {continued)
a} Teachers (continued)

The rate of real earnings growth 1s assumed to be 1 5% The assumed gross rate of return 1s
6 5% The 2006 interim actuanal review, published 1n June 2007, did not recommend any
changes to the SCR. and concluded, as at 31 March 2006, and using the above assumptions,
that the Scheme’s total liabiliies amounted to £176,600 mllions

As from 1 January 2007, and as part of the cost-sharing agreement between employers’ and
teachers’ representatives, the SCR. has been assessed at 19 75%, and the supplementary
contribution rate has been assessed to be 0 75% (to balance assets and habihities as required
by the regulations within 15 years), a total contribution rate of 20 5% Ths translates into
an employee contrnibution rate of 6 4% and employer contnbution rate of 14 1% payable
The cost-sharing agreement has also introduced — effective for the first nme for the 2008
valuation — a 14% cap on employer contributions payable

A copy of the GA’s 2004 valuation report can be found on the TeacherNet website at
www teachernet gov uk/pensions

b) Non-teachers
FRS 17

The Local Government Pension Scheme 1s a mula employer funded defined-benefit
scheme, with the assets held in separate trustee-admnistered fund of which the chantable
company 1s currently part of three different funds The agreed contribution rates for the
year ended 31 August 2012 were between 11 0% and 23 5% for employers and between
5 5% and 7 5% for employees

The funds that the chantable company 1s part of are London Borough of Southwark
Pension Fund, London Borough of Merton Pension Fund, London Borough of Bexley
Pension Fund, London Borough of Bromley Pension Fund, Essex County Council
Pension Fund and London Borough of Croydon Pension Fund

In order to assess the actuarial value of the group’s assets and habilities as at 31 August
2012, the actuaries have rolled forward the actuarial value of the assets and liabilities at 31
March 2010

The average major assumnptions used by the actuaries were

2012 201

% %

Rate of increase in salaries 42 48
Rate of increase in pension payments 21 26
Discount rate 4.1 53
Inflation assumptions 21 26
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21 Pension commitments (continued)
b} Non-teachers (continued)

The average mortahity assumptions used were as follows

31 August 31 August

2012 2012
Longewvity at age 65 for current pensioners
Men 218 216
Women 256 254
Longevity at age 65 for future pensioners
Men 237 235
Women 276 275

The estimated share of the assets 1n the scheme attributable to the group and the average
expected rates of return were

Expected Expected
return at Value at return at Value at
31 August 31 August 31 August 31 August
2012 2012 2011 201
% £000 % £'000
Equities 66 10,029 73 6,345
Government bonds 26 1,376 37 953
Other bonds 36 2,422 48 1,708
Property 57 1,392 62 1,021
Other 74 235 76 63
Cash and other 13 245 24 502
Total market value of assets 15,699 10,592
Present value of scheme liabilities (26,432) (14,333)
Deficit In scheme (10,733) (3,741)
Actual return on the scheme assets for the
year 1,038 1,999

None of the fair values of the assets shown above include any of the group’s own financial
instruments or any property occupied by, or other assets used by, the group
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21 Pension commitments (continued)
b} Non-teachers {(continued)

Year Year
to to
31 August 31 August
2012 20Mm
£'000 £000
Analysis of total operating charge
Service cost 1,724 1.261
Total operating charge 1,724 1,261
Analysis of net return on pension scheme
Expected return on pension scheme assets 832 478
Interest on pension habilities (1.,088) (653}
Net return {256) (175}
Brought forward defined benefit pension scheme liabilittes {3,107) —
acquired {note 30} {3,107} —
Total expenditure recognised 1n the Statement of Financial
Activities {1,639) 1,436
2012 2011
£'000s £'000s
Actuanal gains on pension scheme assets 418 1,521
Actuanal (lossesy/gans on scheme liabilities (3.831) 338
Past service gatn — 6
Total amount recognised in STRGL {3,413) 1,865

The cumulative amount of actuarial gains and losses recogmised 1n the Statement of Total
Recogmised Gains and Losses 1s a loss of £3,348,000 (2011 — gan of £65,000)

Contributions

The total contnbutions made by the employer in the year have been £1,546,000 (2011 -
£1,076,000) The level of contnbution will be reviewed as a result of the trienmal
valuation of the schemes as at 31 March 2010

The best estimate of contnibutions to be paid by the employer to the schemes for the year
beginning after 31 August 2013 15 £1,393,000 (2012 - £882,000)
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21 Pension commitments (continued)
b} Non-teachers (continued)

Year Year
to to
31 August 31 August
2012 2011
Movement in deficit during the year £'000 £'000
Deficit at 1 September 2011 (3.741) (5,229
Current service cost (1,724) (1,292)
Past service gain —_ 6
Employer contributions 1,546 1,091
Net return on assets (256) (176)
Losses on curtallments (38) —
Business combinations (note 30) (3.107) —
Actuarnal loss (3,413) 1,859
Liabilities at 31 August 2012 (10,733) (3,741)
Year Year
to to
31 August 31 August
2012 2011
Reconaliation of habthties £000 £'000
Deficit at 1 September 2011 14,333 12,424
Business combinations (note 30) 5,257
Current service cost 1,724 1,292
Past service gain — (6)
Employee contributions 600 411
Interest payable 1,088 654
Benefits payable (439) (104)
Losses on curtallments 38 —
Actuanal gain {loss) 3,831 (338)
Liabilities at 31 August 2612 26,432 14,333
Year to Year to
31 August 31 August
2012 2011
Reconciiation of assets £000 £'000
Assets at 1 September 2011 10,592 7,195
Business combinations (note 30) 2,150 —
Expected return on assets 832 478
Employer contributions 1,546 1,091
Employee contnbutions 600 411
Actuanal gain 418 1,521
Benefits paid (439) {104)
Assets at 31 August 2012 15,699 10,592
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23

24

Pension commitments {(continued)
b} Non-teachers {continued)

Year to Year to Year to Yearto Period ended
31 August 31 August 31 August 31 August 31 August
2012 201 2010 2009 2008
Experienced adjustments £000 £'000 £°000 £000 £'000
Total present value of
liabilities (26,432) (14,333) (12,424) (9,323) (4.674)
Total present value of assets 15,699 10,592 7,195 5,365 3.371
Deficit (10,733) (3.741) (5,229 (3,958) {1,303)
Experience gains on scheme
assets 415 1,521 255 (941) (221)
Experience gains on scheme
labilities (16) (615) — 58 56

Related party transactions
Transactions between the company and 1ts wholly controlled subsidiaries are not disclosed,
as permutted by the exemptions set out 1n FRS 8

Capital commitments
At 31 August 2012 the group had the following capital commtments

2012 2011
£'000 £:000
Contracted for, but not provided in the financial statements 4,507 6,126

The above capital commutments will be met from DfE capital grants to be received
future years

In addition, building work 15 being finalised 1in connection with two Building Schools for
the Future projects (see note 12)

Operating leases
At 31 August 2012 the chanty has annual commitments under non-cancellable operating
leases as follows

2012 20N

Land and buildings £'000 £'000
Expires after five years 77 77
2012 2011

Other £000 £'000
Expires within one year 126 52
Expires within two to five years 328 105
Expwres after five years 26 4
480 161
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25 Contingent liabilities
In the event, dunng the penod of the Academy Funding Agreement, of the sale or disposal
by other means, of any asset for which a capital grant was received, the group shall if 1t does
not reinvest the proceeds, repay to the Secretary of State for Education the same proportion
of the proceeds of the sale or disposal as equates with the proportion of the onginal cost
met by the Secretary of State

Upon termination of the Funding Agreement, whether as a result of the Secretary of State
or the group serving notice, the group shall repay to the Secretary of State sums determined

by reference to

(a) The value at that time of the Academy’s site and premtses and other assets held for
the purpose of the Academy, and

(b) The extent to which expenditure incurred 1n providing those assets was met by
payments by the Secretary of State under the Funding Agreement

26 Reconaliation of net income to net cash inflow from operating activities

2012 2011

£'000 £'000
Net income 63,475 12,298
Inhented pension deficit {note 30) 3,107 —_
Inhented land and buildings (note 30) (49,719) —
Cash transferred on conversion (note 30} (371) —
Builldings included at EFA valuation (14,428) —
Depreciation (note 12) 7,906 7,048
Loss on disposal of fixed assets 2 77
Capital grants from DfE and other capital income (5.575) (16,355)
Interest recevable (148) (74)
FRS 17 pension cost less contnbutions payable (note 21) 178 201
FRS 17 pension finance income (note 21) 256 176
Losses on curtallment 38 —
(Increase)/decrease in debtors (547) 4,409
Increasef(decrease) in creditors 2,593 (1,276)
Net cash inflow from operating activities 6,767 6,504

27 Returns on investment and servicing of finance

2012 2011

£'000 £'000
Interest recewed 148 74
Net cash inflow from returns on investment and servicing of finance 148 74

28 Capital expenditure and financial investment
2012 2011
£°000 £000

Purchase of tangible fixed assets (10,881) {19,589)
Captal grants from DfE / EFA 5.575 16,355
Net cash outflow from capital expenditure and financia!
investments (5.306) (3,2349)
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30

Analysis of changes in net funds
At1 At 31
September Cash August
2011 flows 2012
£'000 £000 £'000
Cash in hand and at bank 19,797 4,420) 15,377
Cash on deposit — 6,400 6,400
19,797 1,980 21,777

Transfer from Local Authornty on conversion

During the year ended 31 August 2012, five Academues jomed the Federation, Harrs
Academy Chafford Hundred, Harris Primary Academy Chafford Hundred, Harris Academy
Bromley, Harris Primary Academy Peckham Park and Harris Academy Beckenham At the
date of conversion to Academy status under the Academues Act 2010, the operanons and
assets and lhabilities were transferred to the Harris Federation

The following table sets out the fair values of the 1dentifiable assets and habilities transferred
and an analysis of thewr recognition 1n the statement of financial activities

Restricted Restricted

Unrestnicted general  fixed asset Total Total

funds fund fund 2012 2011

£'000 £'000 £:000 £000 £'000

Leasehold land and buildings — — 49,719 49,719 —
Budget surplus on LA funds 37 — — 371 -
LGPS pension deficit —_ (3,107 — (3.107) —
Net assets/(liabilities) 371 (3.107) 49,719 46,983 —

From September 2012, four new Acadermes jomned the Federation, Harns Primary
Academy Colerame Park, Harms Academy Greenwich, Harns Primary Academy Philip
Lane and Harr1s Prmary Free School, Peckham  Harnis Academy Morden 1s due to join at
the start of 2013

The leasehold land and school bwldings were transferred to the Federanon at the same
date The Academuies were also transferred from the local authonty with a local government
pension scheme lhabihity and a working capital balance agreed with the local authonty
These assets and labilines will be recognised within the 2013 financial statements
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