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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
TRUSTEES' REPORT
FOR THE YEAR ENDED 31 AUGUST 2019

The trustees present their annual report together with the financial statements and auditor's report of the charitable
company for the period 1 September 2018 to 31 August 2019. The annual report serves the purposes of both a
trustees’ report, and a directors’ report under company faw. -

During the year ended 31 August 2019, the Trust operated an Academy for pupils aged 11-18 situated in the City of
Sunderiand. it has a pupil capacity of 1,350 and has a roli of 1,374 in the schoo! census October 2019. A second
academy, St Aidan's Catholic Academy, joined the Trust on 1 September 2018, As this academy joined post year-
end, consideralion of its performance (operationally 2nd financially) is not included in this report.

Structure, governance and management

Constitution

The Academy Trust is & company limited by guarantee and an exempt charity. The Charitable Company's
memorandum and articles of association are the primary governing documents of the Academy Trust. The Academy
was incorporated on 1 February 2012 as a company limited by guarantee with no share capital, registration number
07968898. The Company commenced operation as an Academny on 1 Apfil 2012. The Charitabie Company’s
memorandum and articles of association are the primary governing documents of the Academy.

The company changed its name on 8 November 2018.

The Directors act as the trustees for the charitable aclivities of Qur Lady of Mercy Catholic Education Trust and are
also the directors of the Charitable Company for the purposes of company law. During the year under review, the
Charitabie Company was known as St. Anthony's Girls’ Catholic Academy.

Detaits of the Trustees who served throughout the year except as noted are included in the Reference and
Administrative Details on page 1-2.

Members' liability

Each mernber of the Charitable Company undertakes to contribuie 1o the assets of the Charitable Company in the
event of it being wound up while they are a member, or within one year after they cease to be a member, such
amount as may be required, not exceeding £10 as required in the Academy Trust's funding agreement, for the debts
and liabilities contracted before they ceased o be a member.

Trustees' indemnities

Directors benefit from indemnity insurance purchased at the Academy Trust's expenses to cover the fiability of the
Directors which by virtue of any rule of law would otherwise attach to them in respect of any negligence, default or
breach of trust or breach of duty of which they may be guilty in relation to the Academy Trust, provided that any such
insurance shalf not extend to any claim arising from any act or omission which the Directors knew to be a breach of
trust or breach of duty or which was committed by the Directors in reckless disregard to whether it was a breach of
frust or breach of duty or not provide also that any such insurance shall not extend {0 the costs of any unsuccessful
defence to a criminat prosecution brought against the Directors in their capacity as Directors of the Academy Trust.
The limit of this indemnity is £5m,

Method of recruitment and appsintment or election of trustees

Trustees are recruited and appointed by Members. Members are appointed by the Roman Cathalic Diccese of
Hexham and Newcaslle. The Trustees recruit and appeint Foundation Governors. Foundation Govarnors are
appointed by the Trustees to support the Mercy ethos of the Academy. No other body is entitied to appoint Govemors.
Parent Gevernors are nominated by the parent bady and elected by parent ballot. Staff Governors are nominated
by the staff body and elected by the slaff baliot. This co-ordinated on behalf of the governing body by the Company
Secretary. The countis witnessed by the Head Teacher and two members of staff. The Clerk to the Governing Body
ensures ail new Governors undergo all relevant checks such as DBS checks as well as receiving retevanl papers
and relevant fraining opportunities.
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TRUSTEES' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

Policies and procedures adopted for the induction and training of trustees

The member of the Senior Leadership Team with responsibility for training makes arrangements for afi director and
governor training. Training is available from the Local Authority, the Diocese and from a number of public service
and commercial organisations. Training records for all staff, directors and governors are maintained by the Academy.
Directors and Govemnors undertake required training e.g. Safeguarding, Safer Recruitment etc. Many directors and
governors also undertake/have taken lraining as part of thelr professional role (past and present), which is of
relevance to the work of the Academy e.g. finance, recruitment, HR, legal matters etc. The Academy has joined the
National Governors Association and The Key to provide further training and information and the Academy links with
other Academies via Diocesan Parinership, Hexham and Newcastie RC Parinership, the Specialist Schools and
Academies Trust and Schools North East. Directors and Govemors link with key Academy staff too, who undertake
relevant training. The Academy, as a Teaching School, provides training for staff at all levels within and beyond the
school community.

QOrganisational structure
The Academy's management structure consists of:
¢ The Directors
» The Govemors
» The Senior Leadership Team (1 Head Teacher (who is CEQ of the Trust), 2 Deputy Head Teachers, 1 Senior
Assistant Head Teacher}
» The Leadership Group (1 Assistant Head Teacher, 1 Director Teaching School, 1 Deputy Director Teaching
School, 2 Senior Pastoral Leaders and the Subject Leaders of English, Mathernatics and Science)
* The Academy Business Manager (resigned 31 August 2019)
s The Academy Company Secretary

The Directors are responsible for setting general policy, adopling an annual plan and budget, monitoring the Academy
and making decisions regarding the direction of the Academy.

The Senior Leadership Team controls the Academy at an executive level, implementing policy and reporting to
Directors. The Head Teacher, Directors and Senior staff are responsibie for the authorisation of spending within
agreed budgets and the appointment of staff. Some spending and budgetary control is devolved to senior finance
staff and members of the Senior Leadership Team/L.eadership Group, with limits above which must be countersigned
by a senior member of staff.

Arrangements for setting pay and remuneration of key managerment perscnnel

A Sub-Committee of the Governing Bedy is responsible for Head Teacher Perdformance Management, pay and re-
numeration. The Academy Pay Policy. reviewed and approved annually by the Personnel Sub-Committee details
academy arrangements regarding pay and re-numeration for other staff.
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Trade union facility time

The Trade Union {Facility Time Publication Requirements) Reguiations 2017, took effect from 1 April 2017 and
requires employers in the public sector to publish information on facility time. Facility time is the provisien of paid or
unpaid time off from an employee’s nermal role to undertake trade union duties and aclivities as a lrade union
representative.

The Academy Trust had no (FTE equivalent: nif} employees who were trade union officials during the year ended 31
August 2019. The percentage of the Trust's total pay bill spent on paying employees who were relevant trade union
officiats for facility time during the relevant period was therefore 0%.

Reiated parties and other connected charilies and organisations

The Education Trust and Academy is not part of any wider organisation and as such is an independent legal entity.
The ethos of the Trust, its background and inherent values do by necessity mean that it works closely with both
Sunderland City Council and the Diocese of Hexham and Newcastle {refer note 22 for details of related party
transactions).

St. Anthony's Girls’ Cathelic Academy and St. Aidan's Catholic Academy have, over many decades, worked {ogether
to deliver a wide ranging post-16 curricula. From September 2018, this venture has been formalised with a joint offer
made to all the young people within both schools and those who join us ffom other schools annuzlly. Courses are
taught by staff from both academies and an amount has been paid to St Anthony’s by St Aidan's calculated as the
share of 16-18 funding received by St Aidan’s for which costs incurred by St Anthony’s. St Aidan’s Catholic Academy
was transferred from St Aidan's Education Trust to Our Lady of Mercy Catholic Education Trust on September 2019
as detailed per note 23.

Objectives and activities

Objects and aims

The principal objective and activity of the charitable Company, Our Lady of Mercy Catholic Education Trust, is the
aducation of young pecple between the ages of 11-18,

Objlectives, strateqgies and activities

In developing the Academy Development Plan the Directors and senior staff have given carefut consideration to the
Charity Commissions general guidance on public benefit. St. Anthony's Girls' Catholic Academy is a non-selective
academy which offers a broad and balanced curriculum. The pupils who attend the Academy primarily live within the
City of Sundertand with a minority of pupils travelling from neighbouring authorities. The Academy organises a large
number of educational visits and activities beyond the schoo! day to support pupi! progress and develop the whole
child. The Academy bases its educational provision upon the Roman Catholic Mercy ethos which aims at excellence
and shows concem for the education of women and the poor.

Publi¢ benefit

The Academy Trust's objective is to advance the public benefit education in the United Kingdom, by maintaining the
developing a Catholic school which offers & broad and balanced curriculum conduced in accordance with the
principles, practices and tenels of the Catholic Church and all Catholic Canon Law and arranging for religious
education and daily acts of worship.
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Strategic report

Achievements and performance

St Anthony’s Girls’ Catholic Academy has been recognised for its outstanding perfermance with a number of
prestigious awards:

2018
¢ The British Council International School Award
¢ The Qualily in Careers Standard (stage 2)
» The Sunday Times Parent Power (3rd place in the North East, 11th 2018)
*  SBAT (Specialist Schools and Academies Trust) State School Award
» World Class School nomination

2018
+ ISM {incorporated Soc. Of Musicians) Bronze Music Award (3rd time in succession)
s Silver Sainsbury's National School Games Award
»  Siiver Active Sunderlang Award
« Qutstanding in all three categories Diocesan Inspection: Curriculum RE; Colieclive Warship; Catholic Life,

2017
* Top 100 state school for the English Baccalaureate {top 5% in the country)
+  (Gold Sainsbury’s National School Games Award
»  Gold Active Sunderland Award
* 18M (incorporated Soc. Of Musicians) Bronze Music Award
» Licensed Centre for the Duke of Edinburgh Scheme
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Key performance indicators

The following measures are considered key performance indicators for the academy:

Key Stage 4

[ Level 5 + English | Level4 + English | Attainment8 |  E-Bacc E-Bace

! | and Maths | and Maths _ Score 5+ 4+ |
| 2019 -  58% 8% 52 % | 56% ‘
2018 [ ~ 56% | 1% 54 LM% . 55%

[ 2017 53% | 79% | 51 L 40% | 42%

Keay Stage §

At Key Stage 5, the key performance measure is the Average point score per A level entry expressed as a grade:

= | Average
2019 c
2018 ‘ c ,
| 2017 I cC '

The academy continues to have high levels of achievement in external examinations across all subject areas and all
key stages over time. Directors, Governors and Leaders at all levels closely monitor progress internal and external
progress and achievement data inciuding the performance of disadvantaged.

Going concemn

The Trustees assess whether the use of going concern is appropriate, i.e. whether there are any material
uncertainties related 10 events or conditions that may cast significant deubt on the ability of the charitable company
fo continue as a going concemn.

The Trustees make this assessment in respeact of 3 period of at least one year from the date of authorisation for issue
of the financial slatements and have concluded that the academy trust has adequate resources to continue in
operational existence for the foreseeable future. However, the Trustees anticipate joining 'Northem Saints Catholic
Education Trust' within the academic year 2019-20 and therefore the financial slatements are prepared on a basis
olher than going concern on the basis that the transaction oceurs in 2018-20.

The assets and liabilities will be transferred as part of the transaction at their carrying value. No material adjustment
arose as a result of ceasing to apply the going concern basis,



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
TRUSTEES' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2019

Financial review

The majority of the Academy’s income is obtained from the ESFA (Education and Skills Funding Agency) in the form
of recurrent grants, the use of which is restricted fo particular purposes. The grants received from the ESFA during
the Period 1 September 2018 to 31 August 2019 and the associate expenditure are shown as restricted funds in the
statement of financial activities.

The Academy also receives grants for fixed assels from the ESFA. Such grants are shown in the statement of
Finangial Activities as resfricted income in the Fixed Asset Fund

During the period 1 Septernber 2018 to 31 August 2019 total expenditure of £7,080,034 {(excluding depreciation and
LGPS adjustments) was less than the recurrent grant funding from the ESFA together with other incoming resources.
The excess of income over expenditure for the period {excluding depreciation and the FRS 102 pension charge) was
£467 845,

At 31 August 2019 the net book value of fixed assets was £380,514. The assets were used exclusively for providing
educaticn and the associated support services to the pupils of the Academy.

Under accounting Standard FRS102, it is necessary to charge projected deficits on the Local Government Pension
Scheme, which is provided for support staff, to the Unrestricted Fund. This resulted in the pension fund showing a
deficit of £1,000,000 which has been carried forward to 2019-2020. K should be noted that his does not present a
liquidity problem for the Academy and that we are reviewing contribulions to the pension scheme in order to see a
reduction in the pension deficit in future years.

Reserves policy

The Directors review the reserve levels of the Academy annually. This review encompasses the nature of income
and expenditure stream, the need 1o match income with cornmitments and the nature of reserves. The Academy's
current level of general and unrestricted reserves is £1,133,953. Directors continue to use reserves to improve 1T,
this includes a new network which has recently been installed within the Academy. Routine maintenance on buifdings
and facilities is ongoing and there is future plans for a dining room extension due to substantial increases in student
numbers.

There are a number of constraints placed upon academies in terms of financial management. One of these is the
ability to borrow funds. This constraint may represent a risk to our academy in relalion to financial planning and
monitoring.

Through the effective management of reserves, this risk can be mitigated, by providing an alternative temporary
funding stream should we be faced with sudden urgent large unbudgeted expendilure or a delay in grani receipts.

The purpose of the reserves palicy for St Anthony's Academy is to ensure the stability of the academy's
erganisational and financial operations.

Level of Reserves

1.  The academy mainiains a risk register consisting of financial and strategic risks, the register is
reviewed and managed regularly.

2. The academy holds reserves in order to manage urgent unplanned expenditure. The level of reserves will
be approved by governors annually. Directors have agreed that the academy should aim to have one month
of expenditure held as a reserve,

Investment policy

The Directors have agreed to invest, when possible, a maximum sum of £100,000 per annum to plan financialty for
the replacement of capilal items e.g. furniture, fittings and equipment including L.T. equipment. This is reviewed
annually.
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Principal risks and uncerlainties

Pupil numbers across all Key Stages are very positive. In KS$3 the academy is 67 aver P.AN. {Pupil Admission
Number).

The Directors and Head Teacher have implemented a number of systems {0 assess risks that the Academy faces,
especially within operational areas e.g. in relation to teaching, health and safety and educational visits and in relation
to finance, premises and staffing. Systems have been introduced, including operational procedures e.g. vetting of
new staff and visitors, management of facilities and internal financiai controls in order to minimise risk. Where
significant financial risk stili remains they have abtained insurance cover. The Academy has established effective
systems of internal financial control. An external Risk Management Review was undertaken February 2019.

The impact at national and regional level of budget reductions, reductions in post-16 funding etc. are being monitored
closely by Directors ang Governors.

The impact of the proposed national funding formula is aiso being closely monitored by the Business Manager,
Budget Officer and Finance Committee.

The impact of diocesan plans finked to multi-academy trusts upon the academy, and associaled risks and
uncertainties, are being closely monitored by Directors, Governors and senior staff,

The impact of multi-academy trust expansion to bring St. Aidan’s Catholic Academy into the trust 1st September
2019.

Fundraising

The trustees are commitied to relevant, and appropriate, fund raising to support the educational purposes of the
academy. They ensure effective supervision of assets, reputational risk and compiiance. All fund ratsing is planned
and menitored at ali levels. The Code of Fundraising Practice (Charity Commission) is foliowed.

Plans for future periods

The Bishop of the Diocese of Hexham and Newcastie has announced pians to expand existing Multi-Academy Trusts.
The Bishop has announced that he would like St Aidan’s Catholic Academy and St Anthony's Girls’ Cathclic Academy
to transfer from Our Lady of Mercy Catholic Education Trust to Northem Saints Catholic Education Trust but this
transfer has not yet been approved by the Reglonal Schools Commisioner.

There are plans for further expansion of S.C.LT.T. (School Centred Initial Teacher Training} with 10 trainees on
placement during the academic year 2019-2020,

The Trust intends to continue its N.L.E. and Teaching School work with pariners and CneVision N.L.E. work.

Funds held as custodian trustee on behalf of others
There are no funds held as Custodian Trustee on behaif of others.
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Auditor
Insofar as the trustees are aware:

s there is no relevant audit information ot which the charitable company’s auditor is unaware; and

¢ the ruslees have taken all steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that the auditor is aware of that information.

A resclution proposing that Baldwing Audit Services be reappointed as audi of the charitabie company will be put to
the members.

The trustees' report, incorporating a strategic report, was approved by order of the Board of Trustees, as the company
directors, onfB™ December 2019 and signed on its behalf by:

Mrs A M Shanks
Chair

10



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
GOVERNANCE STATEMENT
FOR THE YEAR ENDED 31 AUGUST 2019

Scope of responsibility

As trustees we acknowledge we have overall responsibility for ensuring that the Frust {and all academies within the Trust)
has an effective and apprapriate system of contro!, financial and otherwise. However, such a system is designed to manage
rather than efiminate the risk of failure to achieve business objeclives, and can provide only reasonable and not absclute
assurance against material misstatement or loss.

The board of trustees has delegated the day-lo-day responsibility to the head teacher. as accounting officer, for ensuring
financial controts conform with the requirements of beth propriety and good financial management and in accordance with
the requirements and responsibilities assigned to it in the funding agreement between 5t. Anthony's Girls" Catholic
Academy and the Secretary of State for Education. They are also rasponsible for reperting 0 the board of frustees any
material weaknesses or breakdowns in internal control,

Governance

The information on governance inciuded here supplements that described in the Trustees’ Report and in the Statement of
Trustees’ Responsibilities. The board of trustees has formally met 6 times during the year. Attendance during the year at
meetings of the board of trustees was as follows:

Trustees Meetings Out of possible

Mrs A M Shanks (Chair)

Mrs M A Shepherd (Accounting Officer) (Resigned 11 November 2019)
Mr M L Flores (Vice Chair)

Mrs M A Galbraith (Appointed 15 February 2019)

Mr A McCourt (Appointed 9 Novemnber 2018}

Mr 5 O'Keeffe {Appointed § November 2018)

Mrs E H Schofield (Appointed 3 Novemiber 2018}

Mrs J Ward (Appainted 1 September 2018)

Fr M McCoy (Appointed @ November 2018 and resigned 31 August 2019)

(eI I o v >R S e IS e
DDA TOND DD

The following Trustees were not efigible to attend meetings during the year due to their resignation date:
Miss J C Cariin (Resigned 1 September 2018}

Mrs J M Adamson {Resigned 1 September 2018)

Mrs K L Richardson-Dunn (Resigned 1 September 2018}
Mrs M Forbes (Resigned 1 September 2018)

Mrs E J Ashton {Resigned 1 September 2018}

Mrs A M Bashion {Resigned 1 September 2018)

Fr M Lyden-Smith {Resigned 1 September 2018)

Mrs A Machin {Resigned 1 September 2018)

Mrs S Ward {Resigned 1 September 2018)

Miss A Gleeson {Resigned 1 September 2318}

11
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Governance Review
The Chair of Governors and Chair of Trustees undertook a governance review during the academic year 2018-2019
ingluding a review of the Board of Directors and Local Management Board as the trust prepared for the expansion of

the trust with the addition of St. Aidan's Catholic Academy on 1st September 2018 working in conjunction with
Womble Bond Dickinson,

The finance commitiee is a sub-committee of the main board of trustees. lts summary purpose is to:

Approve purchases of goods and services above agreed limits as identified in the "Finance Handbook™.

Report to full Governing Body current financial position.

Draft budget with Head Teacher, Academy Business Manager and with advice from the Local Authority Budget
Officer.

Monitor the progress of the budget at every Finance meeting via discussion and reports from Head Teacher, Local
Authority Budget Office and Academy Business Manager.

The audit committee is also a sub-committee of the main board of trustees. lts summary purpose is to:

Advise the Academy trust on the appointment, re-appointment of the Internal Assurance Officer.

Consider the reports of the Internat Assurance/Responsibie Officer and report to the Governing Body.

To monitor the implementation of agreed recommendations refating to the Internal Assurance/Responsible Officer
repors.

As the finange and a2udil commitiees are sub-committees of the main board of trustees, attendance at these meetings
i as shown for the board of trustees on page 11.

12
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Review of value for money
We consider ESFA guidance and we continue to operate a ten point pian for saving money, increasing income and
ensuring value for money and financial stability for the acadery in a climate of reducing school budgets.

The five key ways in which we reduce expenditure are as follows:

SOUND JUDGEMENT
Much caution and sound judgement with regard to decision making linked to permanent, and temporary, staffing
contracts and appointments, TLR's etc. by both senior staff and govermors.

GRADBUAL RERUCTION

A gradual reduction in staffing across all areas, as people retire or move on. This includes both teaching and non-
teaching staff. We try at all times, whilst undertaking this, to avoid adversely impacting upon the education of our
students and the well-being of our staff by reviewing what is most necessary and the impact of our decisions upon
outcomes and key performance indicators.

THRIFTY APPROACH

We are very abstemious with academy expenditure, given the national and local picture regarding school funding.
We brought in an internal, “bidding process” and on-going close monitoring by senior staff and governors sub-
committee of all budget headings. This is combined with encouraging a culture of “saving money” across the school
community e.g. papercut software, electronic communication via the VLE (Virtual Leamning Environment) eic.

CLOSE MONITORING

Very close monitaring of the teacher supply budget, which has also been gradually reduced year on year, and is also
very closely maonitored by senior staff. Strict adherence fo return to work interviews, monitoring of staff absence efg.
and a culture of professionalism with regard to staff attendance across the whole community which is accompanied
by & culture of support for staff.

SUPPORT and DEVELOPMENT

Increasing contact time for teaching staff at all levets, including senior staff. However, this is combined with strong
peer 1o peer support and the fostering a coilegiate approach amongst colleagues to support accompanying, staff
well-being across the community. Ensuring that staff are strongly supported to take ownership of their area of
respansibility and student outcomes, but with high Yevel support and development from colleagues.
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The five key ways in which we increase income are as follows:

QUALITY OUTCOMES

Delivering high quality cutcomes and consequently increasing the numbers of students who wish 1o attend the main
school/family wishes their daughter to attend this school. There are year on year increases 1o the student pepulation
within Y7-¥11. We use advertising, social media and high quality information evenings to ensure stakeholders are
very aware of the many and varied activities which support character education, the curriculum and the education of
our girls. Ultimately the school stands or falls on the quality of the end product and the results achieved by the
student.

HIGH QUALITY DESTINATIONS

Actively promoting the quality of provision within the sixth form and the destinations achieved by students o ensure
strong post-16 numbers and on-going post-16 performance. This provides up to cne-gquarter of academy income.
Making cuts to courses which are not proving poputar or alternatively considering shared provision to ensure the
survival of minority subjects. Working in partnership with St Aidan's Academy to deliver a broad offer ensures a
broad choice of subjects and a wider pool of staff and students.

STAFF DEVELOPMENT

Ensuring we keep good staff and ensuring quality training and development opportunities. Bidding for monies
available for Teaching School projects to ensure quality provision both within our own institution and the wider
community of schools, locally and regionslly, within our Teaching School Alliance. Consequently providing high
quality training {both initial teacher training and continuing professional development} {0 support staff and to enable
them te fulfil their role with confidence, within a supportive environment, to achieve the very best personal and
professional outcomes.

PARTNERSHIP WORKING

Working collectively with one partner school to deliver jointly post-16 education across the two schoals, in 2 gradual
and timely manner, resulting in increased income for cur academy and economies of scale and value for money for
both schoals.

BIDDING FOR FUNDS

Bidding for monies available for development projects eg. Priority Schools Building Project, which has transformed
the leaming and teaching envitonment, and alf other DIE initiatives. Being very active via partnership warking to
ensure we are very au fait with education policy and direction both {ocally, nationally and internationally. We do this
by actively taking part in RSC {Regional Schools Commissioner) Forums, Schools Neorth East Board, North East
Teaching Schools Alliance, Diocesan and Catholic Partnership Forums, City of Sunderland Forums as well as using
of “The Kay", the NGA (National Governors Association} and webinars available from the DIE. If required we also
seek external advice and guidance from accountants, auditors and other experts e.g. legal and Human Resources
teams.

All of the above is shared with zll staff, governors and directors reqularly to ensure that the message is weil
communicated and that all stakeholders are very aware of the financial issues currently facing all schools and how
we, at our school, are managing the situation to ensure both value for money, strong financial management, financial
regularity and financial viabiiity.

The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable leve! rather than to eliminate all risk of
failure to achieve palicies, aims and objectives. [t can, therefore, only provide reasonable and not absolute assurance
of effectiveness. The system of internal control is based on an on-going process designed to identify and prioritise
the risks to the achievement of academy trust policies, aims and objectives, 1o evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them efficiently, effectively and economically.
The system on internal control has been in place in $t. Anthony's Girls' Catholic Academy for the period ended 31
August 2019 and up o the date of approval of the annual report and financial staterments,
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Capacity to handie risk

The Governors has reviewed the key risks to which the Academy Trust is exposed together with the operating,
financial and compliance controls which have been implemented to mitigate those risks. The Governing Body is of
the view that there is a formal engeing process identifying, evaluating and managing the Academy’s significant risks
that have been in place for the year ending 31 August 2019 and up ic the date of approval of the annual repori and
financial statements. This process is reviewed by the Governing Body.

The risk and control framework

The Academy Trust's system of internal financiat control is based on a framework of regular management information
and administrative procedures including the segregation of duties and a system of delegation and accountability, In
particular it includes:

* comprehensive budgeting and monitoring systems with an annual budget and periodic financial reports which
are reviewed and agreed by the board of truslees;

s reguiar reviews by the finance commitlee and audit committee of reports which indicate financial performance

against forecasts and of major purchase plans, capital works and expenditure programmes;

setting targets to measure financial and other performance;

clearly defined purchasing (asset purchase or capital investment) guidelines;

delegation of authority and segregation duties;

identification and management of risk.

benchmarking.

*« & & & »

The board of Trustees has considered the need for a specific intemnal audit function and has decided not to appaint
an internal auditor. However, the Trustees have appointed Baldwins Audit Services to perform additional checks
and link with Trustees, The external auditor role includes giving advice on financial matters and performing a range
of checks on the academy trust’s financial systems. The auditor reports to the Academy Business Manager who
then reports to Govermnors Finance Sub-Committee and all Diractors who reports directly to the full governing body,
through the audit commitiee, on the operation of the systems of control and on the discharge of the board of trustees’
financial responsibilities. The schedule of work has been delivered as planned. All issues arising were fow/medium
risk and have been addressed via an Action Plan.



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2019

Independent Assurance visits took place on 4th and Sth February 2019 and 9th August 2019.

Visit 4th and 5th February 2019:

This review included a review of the previous report and discussion of progress made against recommendations
made previously.

Key areas covered are listed below:

» Review of management reports presented to Directors and Governors,

Review the fixed asset register and physically verify a sample of assets.

Examine significant virements or changes to budget.

Review strategic risk register.

Confirm the trust has appropriate contingency and business continuity planning.

Review controls over payment processing.

Review of control over payrefl changes and overtime/expense payments and executive pay decisions
Review controls gver cheques and credit cards.

Confirm signatories and electronic authorises.

Review mechanism for reporting financiai information to the Governing body.

Confirm the academy's current governance arrangements are published on website.

Ensure register of business interests/pecuniary interests is maintained.

Confirm the most recent financial statements are published on website.

Confirm DFE has been notified of appointments or resignations of trustees / governing bodies / accounting or
chief financial officer,

Review gifts and hospitality.

Review terms of reference.

Review related party ransactions.

Review minutes of audit and finance govemors’ meetings.

Review internal assurance reporis have been discussed and minuted,

Confirm the performance of auditors has been reviewed.

@ & ® & % % & & & B BN

* & & 8 w8

Visit 9th August 2019.

Review of previous report and discussion of progress with recommendations took place during these visits.
All reports were shared with Directors, Governors and Academy Business Manager.

Key areas covered are listed below:

+ Review minutes of Trustees audit, finance and governors' meetings.

+ Confirm 1A reports have been discussed and minuted.

+ Review gifts and hospitality.

» Review compliance of related party transactions.

¢ Confirm governance arrangements are published on website.

s Ensure register of business interests / pecuniary interests is up to date.

o Confirm DFE has been nofified of the appointment of vacating positions of trustee/govemor/accounting
officerichief finance officer.

s Ensure Academy has adequate back up of financial records.

» Ensure security controls over finance system. Confirm pupil census data and returns are accurate. Review fixed
assel register and verify samples.

¢ Review ICT expenditure.

¢ Review income postings.

s Review procedures for the receipt and banking of income.

» Test check a sampie of grant income.

+ Test check non-grant income.

¢ Reaview purchases requiring quotes.

+ Review management reporis.

+ Ensure bank reconctliations have been carried out. Review all monthly payroli controi accounts. Review creditor

and aged debtor listings. Review all purchases of high value.
+ Check sample of payroll entries.

All reports were shared with Directors, Governors and Academy Business Manager.
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
GOVERNANCE STATEMENT {CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2019

Review of effectiveness
As accounting officer, the Headteacher/CEC has responsibility for reviewing the effectiveness of the system of
internal control. During the year in question the review has been informed by:

the werk of the external auditor linking with Directors:

the work of the external auditor;

the financial management angd governance self-assessment process;

the work of the executive managers within the Academy Trust who have responsibitity for the development and
maintenance of the internal control framework.

* ¢ @

The accounting officer has been advised of the implications of the result of their review of the systemn ¢f internal
contral by the audit commiitee and a plan to address weaknesses and ensure continuous improvement of the system
in place.

Approved by order of the board of trustees onf8" December 2019 and signed on its behalf by:

drs A M Shanés Mrs MA Shepherd LA, SAaeqrt—eaeof

Chair Accounting Officer
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
STATEMENT OF REGULARITY, PROPRIETY AND COMPLIANCE
FOR THE YEAR ENDED 31 AUGUST 2019

As accounting officer of Our Lady of Mercy Cathelic Education Trust | have considered my responsibility to notify the
academy !rust board of frustees and the Education & Skilis Funding Agency (ESFA} of malerial irregularity,
impropriety and non-compliance with terms and conditions of ali funding received by the academy trust, under the
funding agreement in place between the academy trust and the Secretary of State for Education. As part of my
consideration | have had due regard to the requirements of the Academies Financial Handbook 2018.

1 confirm that | and the academy trust's board of trustees are able to identify any material irregular or improper use
of funds by the academy trust, or material non-compliance with the terms and conditions of funding under the
academy trust's funding agreement and the Academies Financial Handbook 2018.

1 confirm that no instances of material irregularity, impropriety or funding non-compliance have been discovered to
date. If any instances are identified after the date of this statement, these will be notified to the board of trustees and
ESFA,

Mrs M A Shepherd
Accounting Officer

18



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
STATEMENT OF TRUSTEES' RESPONSIBILITIES
FOR THE YEAR ENDED 31 AUGUST 2019

The trustees {who are also the directors of Qur Lady of Mercy Catholic Education Trust for the purposes of company
law) are responsible for preparing the trustees’ report and the accounts in accordance with the Academies Accounts
Direction 2018 to 2019 published by the Education & Skills Funding Agency, United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice) and applicable law and reguiations.

Company law reqguires the trustees to prepare accounts for each financial year. Under company law, the trustees
must not approve the accounts unless they are satisfied that they give a true and fair view of the state of affairs of
the charitable company and of its incoming resources and application of resources, inCluding its income and
expendilure, for that period.

In preparing these accounts, the trustees are required to;

e select suitable accounting policies and then apply them consistently;
observe the methods andg principles in the Charities SORP 2015 and the Academies Accounts Direction
2018 10 2019;

s+ make judgements and accounting estimates tha! are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the accounts; and

. prepare the accounts on the going concern basis unless it is inappropriale to presume that the charitable
companyv will continue in business.

The trustees are responsible for keeping adequate accounting recerds that are sufficient to show and explain the
charitable company's transactions and disclose with reasonable accuracy at any time the financial position of the
charitable company and enable them to ensure that the accounts comply with the Companies Act 20086, They are
aiso responsible for safeguarding the assets of the charitable company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

The trustees are rasponsible for ensuring that in its conduct and operation the charitable 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 that grants recetved from ESFA/DIE have been applied for the purposes intended,

The trustees are responsible for the maintenance and integrity of the corporate and financial information included an
the charitable company's website. Legislation in the United Kingdom governing he preparation and dissemination of
accounts may differ from legislation in other jurisdictions.

Approved by order of the members of the board of trustees onl@" December 2018 and signed on its behalf by:

h%% M Shanks

Chair
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF QUR LADY OF MERCY
CATHOLIC EDUCATION TRUST

FOR THE YEAR ENDED 31 AUGUST 2019

Opinion

We have audited the accounts of Qur Lagy of Mercy Catholic Education Trust for the ygar ended 31 August 2018
which comprise the statement of financial activities, the balance sheet, the statement of cash flows and the notes fo
the financial statements, including a2 summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of lreland’
{United Kingdom Generally Accepted Accounting Practice), the Charities SORP 2015 and the Academies Accounts
Direction 2018 to 2019 issued by the Education & Skilis Funding Agency.

In our opinion the accounts:

- give a true and fair view of the stale of the charitable company's affairs as at 31 August 2019 and of ils
incoming resources and application of résources, including its income and expenditure, for the year then
ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

- have been prepared in ascordance with the requirements of the Companies Act 20086; and

- have been prepared in accordance with the Charities SORP 2015 and the Academies Accounts Direction
2018 to 2018.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) {ISAs (UK)) and applicable law.
Qur responsibilities under those standards are further described in the "Auditor's responsibilities for the audit of the
accounts' section of our report. We are independent of the academy frust in accordance with the ethical requirements
that are relevant to our audit of the accounts in the UK, including the FRC's Ethical Standard, and we have fulfilled
cur cther ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter — non-going concern basis

In forming our opinien on the financial statements which is not modified, we have considered the adequacy of the
disclosure made in note 1 to the financial statements. As described in note 1, within 12 months of approval of the
financial statements the Academy Trust intends to transfer its activities, assets and liabilities to Northern Saints
Catholic Education Trust. The financial statements for the year ended 31 August 2019 have been drawn up on a
basis other than that of going concern,

Other information
The trustees are responsibie for the other information, which cemprises the information included in the annual repert
other than the accounts and our auditor's report thereon. Qur opinion on the accounts does not cover the other
information and, excepl 1o the extent otherwise explicitly stated in our report, we de not express any form of assurance
conclusion thereon.

In connection with our audit of the accounts, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the accounts or cur knowledge obtained in the
audit or otherwise appears te be materially misstated. i we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstaternent in the accounts or a material
misstatement of the other information. )f, based on the work we have performed, we conclude that there is a maternial
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF OUR LADY OF MERCY
CATHOLIC EDUCATION TRUST (CONTINUED)

FOR THE YEAR ENDED 31 AUGUST 2019

Opinions on other matters prescribed by the Companies Act 2006

In our opinian, based on the work undertaken in the course of the audit;

- the information given in the trustees’ report including the incorporated strategic report for the financial year for
which the accounts are prepared is consistent with the accounts; and

- the trustees' report including the incorporated strategic report have been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the academy trust and its environment obtained in the course of
the audit, we have not identified material misstaternents in the trustees' report, including the incorporated strategic
report,

We have nothing to report in respect of the following matters in relation to which the Companies Act 2008 requires

us to report to you if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

- the accounts are not in agreement with the accounting records and returns; or

- cerlain disclosures of trustees’ remuneration specified by law are not made; or

- we have nol received all the information and explanations we require for our audit,

Responsibilities of trustees

As explained mere fully in the statement of trustees’ responsibiiities, the trustees are responsible for the preparation
of the accounts and for being satisfied that they give a true and fair view, and for such internal control as the rustees
determine is necessary fo enable the preparation of accounts that are free from material misstatement, whether due
to fraud or error.

In preparing the accounts, the trustees are responsible for assessing the academy lrust's ability to continue as a
going concern, disclosing, as applicabte, malters related to going concern and using the going concern basis of
accounting uniess the trustees eilher intend to liquidate the charitable company, or have no realistic alternative but
to do so.

Auditor's responsibilities for the audit of the accounts

Qur objectives are to oblain reasonable assurance shout whether the accounts as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonabie
assurance is a high leve! cf assurance, but is not a guarantee that an audit conducted in accordance with 1SAs (UK)
will always detect a material misstatement when it exisis. Misstatements can arise from fraud or emor ang are
considered material if, individually or in the aggregate, they coutd reasonably be expected to influence the economic
decisions of users taken oo the basis of these accounts.

A turther description of our responsibilifies for the audit of the accounts is located on the Financial Reporting Council's
website ab: hitp:/iwww frc.org.uk/auditorsresponsibilities. This deseription forms part of our auditor's report.

21
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF OUR LADY OF MERCY
CATHOLIC EDUCATION TRUST (CONTINUED)

FOR THE YEAR ENDED 31 AUGUST 2019

Use of our report

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. Qur audit work has been undertaken so that we might state to the charitable
company's members those matters we are required to state to them in 2n auditor's repett 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 and the charitable company's members as a body, for cur audit work, for this report, or for the opinions
wé have farmed,

i

Angela Ingham FCA {Senior Statutory Auditor} {

for and on behalf of Baldwins Audit Services ]‘3/]1{}‘3]

Statutory Auditor
Wynyard Park House
Wynyard Avenue
Wynyard
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST

STATEMENT OF FINANCIAL ACTIVITIES

INCLUDING INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31 AUGUST 2019

Unrestricted Restricted funds:
Funds General Fixed asset
Notes £ £ £
Income and endowments from:
Donations and capital grants 3 4,480 - 94,753
Charitable activities:
- Funding for educational operations 4 363,846 6,731,831 -
- Funding for teaching school 4,26 - 46,000 -
Other trading activities 5 322,409 - .
Investments 6 4,560 - -
Total 685,288 6,777,831 94,753
Expenditure on:
Raising funds 7 345,868 - -
Charitable activities:
- Educaticnal operations 8 266,732 6,588,767 115,448
- Teaching School g - 30,667 -
Total 7 612,600 6,619,434 115,448
Net incomef{expenditure} 72,695 158,397 {20,695}
Transfers between funds 17 - (20,013} 20,013
Other recognised gains/{lossas)
Actuarial (losses)gains on defined
benefit pension schemes 19 - {423,000} -
Net movement in funds 72,895 {284,616} {682)
Reconciliation of funds
Total funds brought forward 479,357 (142,483) 461,608
Total funds carried forward 552,052 {427,089) 461,016

Total
201¢
£

99,233
70858677
45,000
322,409
4,560

7.557,878

345,868

6.970,847
30,687
7,347 482

210,397

(212,603}

798,572

585,969

{423,000}

Total
2018
£

29,081

6,836,499
46,000
308,823
1,612

7,222,015

623,814

6,668,480
46,000

7,238,294

(16,279)

324,000

307,721

490,851

788,872




OUR LADY OF MERCY CATHOLIC EDUCATION TRUST

STATEMENT OF FINANCIAL ACTIVITIES (CONTINUED)
INCLUDING INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31 AUGUST 2019

Comparative year information Unrestricted

Year ended 31 August 2018 Funds
Notes £

Income and endowments from:

Donations and capitai grants 3 2.362

Charilable aclivities:

- Funding for educational operations 4 444 495

- Funding for teaching school 26 .

Other trading aclivities 5 308,823

Investments ] 1,612

Total 757,292

Expenditure on:

Raising funds 7 523,814

Charitabie activities:

- Educational operations 8 186,800

- Teaching School ”

Restricted funds:
General Fixed asset

£ £

. 26,719
6,392,004 -
46,000 -

6,438,004 26,719

6,335,327 146,253
46,000 -

6,381,327 146,253

Totai 7 710,714
Net income/(expenditure} 46,678
Transfers between funds 17 -

Other recognised gainsi{losses)
Actuarial gains on defined benefit pension schemes

19 -
Net movement in funds 46,578
Reconciliation of funds
Total funds brought forward 432,779

Total funds carried forward 479,357

24

56,677 (119,534)

{13,497} 13,407

324,000 -

367,180 (108,037}

(509,863} 667,738

(142,483) 461,898

Total
2018
£

29,081
6,836,499
46,000
308.823
1,612

7,222,015

523,814

€,668,48C
46,000

7,238,294

(16.279)

324,000

307,721

490,851

798,572



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
BALANCE SHEET
AS AT 31 AUGUST 2019

2019 2018

Notes £ £ £ £
Fixed assets
Intangible assets 12 16,328 10,186
Tangible assets 13 364,186 441,110

380,514 451,306
Current assets
Debtors 14 195,025 178,921
Cash at bank and in hand 1,220,461 704,848
1,415,486 973,868

Current liabilities
Creditors: amounts falling due within one
year 15 (201,031) {182,603)
Net current assets 1,214,455 791,266
Net assets excluding pension liability 1,594,969 1,242,572
Defined benefit pension scheme Hability 19 1,008,000 (444,000}
Total net assets 585,968 798,572
Funds of the academy trust:
Restricted funds 17
- Fixed asset funds 481,016 461,698
- Restricted income funds 581,801 301,517
- Pension reserve {1,009,000} (444,000)
Total restricted funds 33,817 319,215
Unrestricted income funds 17 552,052 479,357
Total funds 585,969 798,572

The accounts set oul on pages 23 to 48 were approved by the board of trustees and authorised for issue on f@
December 2019 and are signed on its behaif by:

Mrs A M Shanks
Chair
Company Number 07968898
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 AUGUST 2019

2019 2018

Notes £ £ £ £
Cash flows from operating activities
Net cash provided by operating aclivities 20 370,856 129,464
Cash flows from investing activities
Dividends, interest and rents from investments 4,560 1,612
Capital grants from DIE Group 84,753 26719
Purchase of intangible fixed assets {15,090} {3.000)
Purchase of tangible fixed assels {29,566} {76,824}
Net cash provided byi{used in) investing activities 54,657 {51,493)
Net increase in cash and cash equivalents in the
reporting period 425813 77.871
Cash and cash equivalents at beginning of the year 794 848 718,877
Cash and cash equivalents at end of the year 1,220,461 794,948
Comprising:
Bank and cash balances 21,863 6,205
Short term deposits 1,198,598 788,653
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 AUGUST 2019

11

1.2

1.3

Accounting policles

A summary of the principal accounting policies adopted {which have been applied consistently, except where
noted}, judgements and key sources of estimation uncertainty, is set out below.

Basis of preparation

The accounts of the academy trust, which is a public benefit entity under FRS 102, have been prepared under
the historical cosl convention in accordance with the Financial Reporting Standard Applicable in the UK and
Republic of ireland {FRS 102), the Accounting and Reporting by Charities: Statement of Recommended
Practice applicable to charities preparing their accounts in accordance with the Financial Reporting St1andard
applicable in the UK and Republic of Ireland {FRS 102} (Charities SORP (FRS 102)), the Academies Accounts
Direction 2018 to 2019 issued by ESFA, the Charities Act 2011 and the Companies Act 2006.

Qur Lady of Mercy Catholic Education Trust meets the definition: of a public benefit entity under FRS 102,

Going concern

The Truslees assess whether the use of going concern is appropriate, i.e. whether there are any material
uncertainties related to events or conditions that may cast significant doubt on the ability of the charitable
company to continue as a going concern.

The Trustees make this assessment in respect of a pericd of at least ene year from the date of authorisation
for issue of the financial statements and have conciuded that the academy trust has adequate resources to
continue in operational existence for the foreseeable future.

However, the Trustees anticipate joining 'Northern Saints Catholic Education Trust' within the academic year
2019-20 and therefore the financial stalements are prepared on a basis other than going concern on the basis
that the transaction occurs in 2019-20.

The assets and liabilities will be transferred as part of the transaction at their carrying value. No material
adjustment arose as a result of ceasing to apply the going concern basis.

Incoime
All incoming resources are recognised when the Academy Trust has entitiement to the funds, the receipt is
probable and the amount can be measured reliably.

Grants

Grants are included in the statement of financial activities on a receivable basis. The balance of income
received for specific purposes but not expended during the period is shown in the relevant funds on the balance
sheet. Where income is received in advance of meeling any performance-retated conditions there is not
unconditional entitlement to the income and its recognition is deferred and included in creditors as deferred
income until the performance-related conditions are met. Where entitlement ocours before income is received,
the income is accrued.

General Annual Grant is recogrised in full in the statement of financial activities in the period for which it is
receivable, and any abatement in respect of the peried Is deducted from income and recognised as a liability.

Capital grants are recognised when there is entitiement and are not deferred over the life of the asset on which
they are expended. Unspent amounts of capital grant are reflected in the balance in the restricted fixed asset
fund.

Capital grants are recognised in full when there is an unconditional entittement to the grant. Unspent amounts
of capital grants are reflected in the balance sheet in the restricted fixed asset fund. Capital grants are
recognised when there is entitlement and are not deferred over the life of the asset on which they are expended.

Sponsorship income

Sponsorship income provided to the Academy Trust which amounts to a donation is recognised in the statement
of financial activities in the period in which it is receivable (where there are no performance-related conditions},
where the receipt is probable and il can be measured reliably.
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OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2019

1.4

1.5

Accounting policies

Donations

Donations are recognised on a receivable basis {where there are no performance-related conditions) where
the receipt is probable and the amount can be reliably measured,

Cther income

Other income, including the hire of facilities, is recognised in the period it is receivable and to the extent the
Academy Trust has provided the goods or services.

Donated gcods, facilities and services

Goods donated for resale are included at fair value, being the expected proceeds from sale less the expecied
costs of sale. If it is practical to assess the fair value at receipt, it is recognised in stock and ‘Income from other
trading activities'. Upon sale, the value of the stock is charged against ‘Income from other trading activities’ and
the proceeds are recognised as 'Income from other trading aclivities’. Where it is impractical to fair value the
items due to the volume of low value items they are not recognised in the financial statements unti! they are
sold. This income is recognised within ‘income from other trading activities’.

Donated fixed assels

Where the donated good is a fixed asset it is measured at fair value, unless it is impractical to measure this
reliably, in which case the cost of the jtem to the donor should he used. The gain is recognised as income from
donations and a corresponding amount is included in the appropriate fixed assel category and depreciated
over the useful economic life in accordance with the Academy Trust's accounting policies.

Expenditure

Expenditure is recognised once there is a legal or constructive obligation to transfer economic benefit to a third
party, it is probable that s transfer of economic benefils will be reguired in settlement, and the amount ¢f the
obligation can be measured reliably.

Expendilure is classified by aclivity. The costs of each activity are made up of the total of direct costs and
shared costs, including support costs involved in undertaking each activity. Direct costs atiributable to a single
activity are allocated directly to that activity. Shared costs which confribute to more than one activity and support
costs which are not attribulable 1o a single aclivity are apportioned between those aclivilies on a basis
consistent with the use of resources. Central staff cosis are allocated on the basis of time spent, and
depreciation charges are allocated on the portion of the asset's use.

All resources expended are inclusive of irrecoverable VAT.

Expenditure on raising funds
This includes ail expenditure incurred by the Academy Trust to raise funds for its charitable purposes and
includes cosis of all fundraising activities events and non-charitable trading.

Charitable activities

These are costs incurred on the Academy Trust's educational operations, including support costs and costs
relating to the governance of the Academy Trust apportioned to charitable aclivities.

intangible fixed assets and amortisation

Intangible assets costing £2,00C or more are capitalised and recognised when future economic benefits are
probable and the cost or value of the asset can be measured refiably. Intangible assets are initially recognised
at cost and are subsequently measured at cost net of amorisation and any provision for impairment.
Amortisation is provided on intangible fixed assets at rates calculated to write off the cost of each asseton a
straight-line basis over its expected useful life, as follows:

. Purchased computer software - 3 years
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1.6

1.7

Accounting policies

Tangible fixed assets and depreciation

Assets costing £2,000 or mote are capitalised as langible fixed assets and are carried at cost, net of
depreciation and any provision for impairment.

Where tangible fixed assets have been acquired with the aid of specific grants, either from the govemment or
from the private sector, they are Included in the Balance Sheet at cost and depreciated over their expecled
useful economic #ife. The related grants are credited to a restricted fixed asset fund in the Statement of Financtal
Activities and carried forward in the Balance Sheet. Depreciation on such assets is charged to the restricted
fixed asset fund in the Statement of Financial Activities so as to reduce the fund over the useful economic life
of the related asset on a basis consistent with the academy trust’s depreciation policy.

Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost of each assetona
straight-line basis over its expected useful life, as foliows:

Building improvements 50 years
Computer equipment 3 years
Fixtures, fittings and equipment 10 years

The academy trust occupies the footprint of the school building which is owned by the Diocese having been
transferred from the Sisters of Mercy Oaklea Convent during the year ended 31 August 2018. The trustees are
the providers of the land and buildings on the same basis as when the academy was a maintained school. The
academy trust occupies the lang and buildings under a mere licence. This continuing permission of the trustees
is pursuant fo, and subject to, the trustees' charitable objects, and is part of the Catholic Church's contribution
since 1847 to provide State funded education In parinership with the State. The licence delegates aspecis of
the management of the land and buildings to the academy trust for the time being, but does not vest any rights
over the land in the academy trust. The trustees have given an undertaking to the Secretary of State that they
will not give the academy trust less than two years notice to terminate the occupation of the land and buildings.
Having considered the factual matrix under which the academy trust is occupying the land and buildings the
trustees have concluded that the value of the land and buildings occupied by the academy trust will not be
recognised on the balance sheet of the academy. Subsequent expenditure funded by the trust has been
capitafised at cost.

A review for impairment of a fixed asset is camied out if events or changes in circumstances indicate that the
carrying value of any fixed asset may not be recoverable. Shortfalls between the carrying value of fixed assets
and their recoverable amounts are recognised as impairments. impairment losses are recognised in the
statement of financial activities.

Because the use of the land Is made available to the academy trust under a Supplemental Agreement, the
academy has been donaled the right to use the buildings and under accounting standards a donation and
expense representing the use of the facilities should be refiected in the financial statements. The trusiees are
of the opinion that oblaining a reliable estimate of this value would be onerous and the expense of obtaining
such a valuation wauld outweigh any benefits derived. Therefore no such adjustment has been reflected in
these financial statements.

Liabilities

Liavilities are recognised when there is an obfigation at the balance sheet date as a result of a past event, it is
probable that 2 transfer of economic benefit will be required in setfement, and the amount of the settlement
can be estimated reliably. Liabililies are recognised at the amount that the Academy Trust anticipates it will pay
to settle the debt or the amount it has received as advanced payments for the goods of services it must provide,
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1.8

1.9

1.10

1.41

Accounting polities

Leased assets

Rentals payable under operating leases are charged against income on a straight line basis over the ceriod of
the lease.

Financial instruments

The academy trust only holds basic financial instruments as defined in FRS 102. The financial assets and
financial liabifities of the academy trust and their measurement basis are as follows.

Financial assets

Trade and other debtors are basic financial insiruments and are debt instrumenis measured at amortised cost.
Prepayments are not financial instruments.

Cash at bank is classified as a basic financial instrument and is measured at face value,

Financial lizbilities
Trade creditors, accruals and other creditors are financial instruments, and are measured at amortised cost.
Taxation and social security are not included in the financiat instruments disclosure gefinition.

Deferred income is not deemed to be a financia! liability, as the cash settiement has already taken place and
there is an obligation io deliver services rather than cash or another financial instrument.

Faxation

The Academy Trust is considered to pass the tests set out in Paragraph 1 Scheduie 6 of the Finance Act 2010
and therefore it meets the definition of & charitable company for UK corperation tax purposes. Accordingly, the
Academy Trus! is poteniizlly exempt from taxation in respect of income ¢r capital gains received within
categories covered by chapter 3 part 11 of the Corporation Tax Act 2010 or Section 286 of the Taxation of
Chargeahie Gains Act 1992, {o the extent that such income or gains are applied exclusively to charitable
DUrposSes.

Pensions benefits

Retirement benefits to employees of the Academy Trust are provided by the Teachers’ Pension Scheme ('TPS")
and the Local Government Pension Scheme {1.GPS'). These are defined benefit schemes and the assets are
hefd separately from those of the Academy Trust.

The TPS is an unfunded scheme and contributions are calculated so as to spread the cosl of pensions over
employees’ working lives with the Academy Trust in such a way that the pension cost is a substantially level
percentage of current and future pensionable payrcll. The confributions are determined by the Government
Actuary on the basis of quadrennial valuations using a prospective unit credit method. As slated in note36, the
TPS is a multi-employer scheme and there is insufficient information available 10 use defined benefit
accounting. The TPS is therefore treated as a defined contribution scheme for accounting purposes and the
contributions are recognised in the period to which they relate.
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1.12

1.43

Accounting policies

The LGPS is a funded scheme and the assets are held separately from those of the Academy Trust in separate
trustee administered funds. Pension scheme assets are measured at fair value and liabililies are measured on
an actuarial basis using the projected unit credit method and discounted at a rate equivalent to the current rate
of return on a high quality corporate bond of equivalent term and currency to the liabiliies. The actuarial
valuations are oblained at least trignnially and are updated at each balance sheet date. The amounts charged
to operating surplus are the current service ¢osis and the costs of scheme introductions, benefit changes,
settlements and curtailments. They are inciuded as part of staff costs as incurred. Net interest on the ret defined
benefit liability/asset is also recognised in the statement of financial activities and comprises the interest cost
on the defined benefit obligation and interest income on the scheme assets, calculated by multiplying the fair
value of the scheme assets at the beginning of the period by the rate used 1o discount the benefit obligations.
The difference between the interest income on the scheme assets and the actual return on the scheme assets
is recognised in other recognised gains and losses. Actuarial gains and losses are recognhised Immediately in
other recognised gains and iosses.

Fund accounting

Unrestricted income funds represent those resources which may be used towards meeting any of the charitable
objects of the academy trust at the discretion of the trustees.

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

Restricted general funds comprise all other restricted funds received with restrictions imposed by the
funder/donor and include grants from the Education and Skills Funding Agency/Depariment for Education.

Agency arrangemants

The academy trust acts as an agent in distributing 16-19 bursary funds from ESFA. Payments received from
ESFA and subsequent disbursements to students are excluded from the statement of financial activities as the
trust does not have control over the charitable application of the funds. The funds received and paid and any
balances he!ld are disclosed in note 25.

Critical accounting estimates and areas of judgement

Accounting estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expeclations of future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions
The academy lrust makes estimates and assumptions concerning the future. The resulting accounting estimates
and assumptions will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significan risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financiat year are discussed below.
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2 Critical accounting estimates and areas of judgement {continued)

The present value of the Local Government Pensicn Scheme defined benefit liability depends on a number of
factors that are determined on an actuarial basis using a variety of assumptions, The assumptions used in
determining the net cost or income for pensions include the discount rate. Any changes in these assumptions,
which are disclosed in note 18, will impact the carrying amount of the pension liability. Furthermore a rofi forward
appreach which projects resuits from the latest full actuarial valuation performed at 31 March 2016 has been
used by the actuary in valuing the pensions liability at 31 August 2013, Any differences between the figures
derived from the rofl forward approach and a full actuarial valuation would impact on the carrying amount of the
pensiorn habiity.

McCloud

in 2015 the government infroduced reforms 1o public sector pensions resulting in most public sector
workers being transferred to a new scheme. In December 2018, the Courl of Appeai ruted that the
‘transitional protections’ offered to some members of the judges and firefighter schemes as part of the
reforms amounted to unfawful discrimination. While the judgement was not in refation to the LGPS it is
reasonable to expecl that it will need to be applied to this scheme by the government. Actuaries have
estimated that the additional liabilities associated with this to be around 3-4% of active liabilities. As this
has been considered 1o be potentially material to the financial statements the year end valuation
performed by the actuary has included an approximate calculation of the McCloud valuation. This has
increased the LGPS liability by £78,000 as at 31 August 2018.

GMP

GMP This case related to the equalisation for men and women of guaranteed minimum pension (GMP) for those
who were contracted oul of the State Second Pension between 6 April 1978 and 6 April 1997, In QOctober 2018
the High Court ruled that equalisation of GMP was required. This case was in relation to Lloyds Bank and HM
Treasury have since gone on record to state public sector schemes have a method to equatise GMP already.
Although there is some judgement in how this equalisation works and is reflected in the LGPS valuations,
actuaries have estimated that the impact of GMP indexation to be around 0.3% of total liabilities and they have
included an approximate calculation of the GMP valuation. This has ingreased the LGPS liability by £4,000 as
at 31 August 2018.

3 Donations and capital grants

Unrestricted Restricted Total Total

funds funds 2019 2018

£ £ £ £

Capital grants - 84,753 94,753 26,718
Cther donations 4,480 . 4,480 2,362
4,480 94,753 909,233 29,081
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DfE 1 ESFa grants

grant (GAG)
Other DIg group grants

Genera) anntal

Other government granes
Local authority grants

Other funding

Teaching schoo!
Catering income
Other incoming resources

Total funding

Other trading activities

Catering income

Schoot trips
Other income

Unrestricted
funds
£

303,779
50,067

——

353,846
-M

353,845

Unrestricted
funds
£

7,594
196,418
118,399

322,409
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Restricteq
funds

6,162,713
335,739

6,488,452

37,174

46,000
196,205

242,205

6,777,831

Restricted
funds
£

Total
2019
£

6,162,713
335,739

6,498,452

37,174

46,000
303,779
246,272

596,051

7,131,677

Total
2019
£

7,504
196,418
118,309

322,409

Total
2018
£

8,147,392
217,798

6,365,188

26,816

46,000
280,313
164,182

490,495
“_H

6,882,499

Totat
2018
£

7,481
156,899
144 443

308,823
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6 Investment income

Unrestricted Restricted Totat Total
funds funds 2019 2018
£ £ £ £
Short term deposits 4,560 - 4,560 1612
7 Expenditure
Non Pay Expenditure Totat Total
Staff costs Premises Gther 2019 2018
£ £ £ £ £
Expenditure on raising funds
- Direct costs 100,412 - 245 456 345,868 523,814
Academy's educationat operations
- Birect costs 4,852,113 - 531,984 5,424,097 §,281 509
- Allocated support costs 718,193 384,102 444 555 1,546,850 1,376,971
Teaching School
- Direct costs 30,667 - - 30,667 46,000
5,741,385 384,102 1,221,998 7,347 482 7,238,284
Net incomel{expenditure) for the year includes: 2019 2018
£ £
Fees payabte to auditor for:
- Audit 7,700 6,995
- Other services 4,850 6,430
QOperating lease rentals 16,259 16,157
Depreciation of tangible fixed asseis 106,490 111,484
Amortisation of intangible fixed assets 8,958 5,768
Loss on disposal of fined assels - 29,001
Net interest on defined benefit pension liability 10,000 15,000
8 Charitable activities
Unrestricted Restricted Total Total
funds funds 2019 2018
£ £ £ £
Direct costs
Educational operations 21,539 5,402,558 5,424,097 5,291,508
Teaching School - 30,667 30,667 48,000
Support costs

Educational operations 245,193 1,301,657 1,546,850 1,376,971

266,732 6,734,882 7,001,614 6,714,480
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8  Charitable activities (continued)

Educational Total Total
operations 2019 2018
£ £ £

Analysis of support costs
Support staff costs 718,193 718,193 827,724
Depreciation and amartisation 115,448 115,448 146,253
Premises cosis 268,654 268,654 243,800
Other support costs 367,130 367.130 295,606
Governance costs 77.425 77,425 63.479

1,546,850 1,546,850 1,376,971

9 Staff

Staff costs
Staff costs during the year were:

2019 2018

£ £

Wages and salaries 4,391,166 4,414 332
Social security costs 441,208 445,587
Pension costs 854 957 821,615
Amounts paid to employees 5,687,328 5,681,534
Agency staff costs 51,039 58,306
Staff restructuring costs 3,018 1,084
Amounts paid to staff 5,741,385 5,741,924
Staff development and other staff costs 22,888 24,821
Total staff expendilure 5,764,273 5,766,745
Staff restructuring costs comprise:

Redundancy payments 3,018 1.084
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Staff (continued)
Staff numbers
The average number of persons employed by the academy trust during the year was as follows:
2019 2018

Number Number
Teachers 97 94
Administration and suppert 54 57
Management 6 7

157 158

Higher paid staff

The number of employees whose employee benefits (excluding employer pension costs) exceeded £60,000
was:

2019 2018

Number Number

£60,001 - £70,000 2 2
£90,001 - £100,000 - 1
£100,000 - £110,000 1 -

Key management personnel

The key management personnel of the Academy Trust comprise the trustees and the senior management team
as listed on page 1. The total amount of empioyee benefits {including employer pension and national insurance
contributions) received by key management personnel for their services to the Academy Trust was £374,683
{2018: £361,608).
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10

1

Trustees' remuneration and expenses

The headteacher and other siaff lrustees only receive remuneration in respect of services they provide
undertaking the roles of headleacher and staff, and not in respect of their services as trustees. Other trustees
did not receive any payments, other than expenses, from the academy trust in respect of their role as tusiees.
During the year, travel and subsistence payments totalling £139 {2018: £337) were reimbursed to 1 frustees
{2018: 1 trusiee).

The value of trustees’ remuneration was as foljows:

M Shepherd {Headteacher and trustee)
Remuneration £100,001 - £105,000 {2018: £95,001 - £100,000}
Employer's penston contributions £15,001 - £20,000 (2018: £15,001 - £20,000)

S K Ward {Staff trustee)
Remuneration £50,001 - £55,000 (2018: £50,001 - £55,000)
Employer’s pension contributions £5,001 - £10,000 {2018; £5,001 - £10,000})

J Adamson {Staff trustee)}
Remuneration £50,001 - £55,000 (2018: £45,001 - £50,000)
Employer's pension contributions £5,001 - £10,000 {2018: £5,001 - £10,000)

K Richardson-Dunn (Staff trustee}
Remuneration £25,601 - £30,000 (2018: £25,001 - £30,000}
Employer's pension contributions £5,001 - £16,000 {2018: £5,001 - £10,000)

Other related party transactions involving the trustees are set out within the related parties note.

Trustees and officers insurance

The academy trust has opted into the Department for Education's Risk Protection Amangement {RPA}, an
alternative to insurance where UK government funds cover losses that arise. This scheme protects trusiees
and officers from claims arising from negligent acts, errors or omissions occurting whilst on academy trust
business, and provides cover up to £10,000,000. It is not possible to quantify the trustees and officers’ indemnity
element from the overall cost of the RPA scheme.

37



OUR LADY OF MERCY CATHOLIC EDUCATION TRUST
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED})

FOR THE YEAR ENDED 31 AUGUST 2019

12

123

Intangible fixed assets

Cost

Al 1 September 2018
Additions

At 31 August 2019
Amortisation

At 1 September 2018
Charge for year

At 31 August 2019

Carrying amount
At 31 August 2018

At 31 August 2018

Tangible fixed assets

Cost

Al 1 September 2018
Addifions

Al 31 August 2018
Depreciation

At 1 September 2014
Charge for the year
At 31 August 2019

Net book value
At 31 August 2019

At 31 August 2018

38

Software

licences

£

18,556

15,000

33,646

8,360

8,958

17,318

16,328

10,196

Building Computer  Fixtures, Total
improvements equipment fittings and
equipment

£ £ £ £

41,063 327,964 445,580 814,607

- 8,861 20,705 29,566

41,063 336,825 466,285 844,173

4,560 240,817 128,120 373,497

821 €60.011 45658 106,490

5,381 300,828 173,778 479,987

35,682 35,997 292,507 364,186

36,503 87,147 317,460 441,110
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14  Debtors 2019 2018
£ £

Trade debiors - 3,538

VAT recoverable 48,423 28,676
Prepayments and accrued income 146,602 148,707
185,025 178,921

15  Creditors: amounts falling due within one year 2019 2018
£ £

Trade creditors 73,771 38,162
Diher creditors 64,260 48,466
Accruals and deferred income 63,00C 85,975
201,031 182,603

16 Deferred income 2019 2018
£ £

Deferred income is included within:

Credifors due within one year 49,993 82,228
Deferred income at 1 Seplember 2018 52,228 39,586
Released from previous years (52,228} {30,586)
Resources deferred in the year 48,903 52,228
Deferred income at 31 August 2019 49,893 52,228

Al the balance sheet date the academy trust was holding funds received in advance for trips and rates funding
in respect of 2019/20.
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17

Funds

Restricted general funds
General Annual Grant {GAG)
Other DfE / ESFA grants
Other government grants
Teaching School

Other restricted funds
Pension reserve

Restricted fixed asset funds
inherited on conversion

EME group capitat grants
Capital expenditure from GAG
Other capital funds

Total restricted funds

Unrestricted funds
General fungds

Total funds

Balance at
1 September
2018 income Expenditure
£ £ £
301,517 6,162,713 {5,886,687)
- 335738 {335.739)
- 37,174 (32,174)
- 46,000 (30,887)
- 196,205 (192,167)
{444.000) - (142,000)
(142,483) 6,777.831 (6,619,434}
16,424 - {2,342)
154,448 94,753 (39,353)
58,872 - (39.363)
231,853 - {34,350)
481,688 94,753 {115,448}
319,215 6,872,584 (6,734,882)
478,357 685,295 {612,600}
{7.347.482)

798,572

7,657,879
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Gains,
losses and
transfers
£

(20,013)

{423,000}

(443,013)

(6,121)
{33,685}
59.71¢

20,013

{423,000)

{423,000}

Balance at
31 August
2019

£

557 530
5,000
15,333
4,038
{1.008.000)

{427,099)

7,961
176,264
70,228
197,563

461,016

33,917

552,082

585,969
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17

Funds

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

General Annual Grant must be used for the narmal running costs of the academy. Under the funding agreement
with the Secretary of State, the Academy Trust was not subject to a limit on the amount of GAG that it could
carry forward at 31 August 2019,

Other DIE/ESFA grants includes pupif premium funding targeted at disadvantaged pupils, year 7 caich up grant,
Teachers Pay award, MAT grant and FSM supplement grant, all funds have been spent within the year.

Other government grants includes funding for pupils with special educational needs and ather income from the
local authorities.

Teaching schools’ income from the ESFA relates to April 2019 to March 2020.

Cther restricted income includes 6th form income and Teacher training income.

The pension reserve refiects the LGPS transactions, The costs and income associated with the defined benefit
pension scheme have been recorded in the restricted fund. Staff costs are paid from this fund, including

coniributions to the LGPS, and the pension liability has therefore been aligned with these funds.

DFE/ESFA capital grants include devolved formuta capital funding, some of which has been carried forward for
future use.

The inherited fixed asset fund reflects the fixed assets acquired on conversion. Depreciation on these assets
is charged against this fund.

Unrestricted funds can be used for any purpose at the discretion of the academy.

The academy's restricted generai and unrestricted funds were £1,133,853 as at 31 Augus? 2019.
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18

Funds

Comparative information in respect of the preceding period is as follows:

Restricted general funds
General Annugl Grant (GAG)
Other DIE / ESFA grants
Other government grants
Teaching School

Pension reserve

Restricted fixed asset funds
Transfer on conversion

DfE group capital grants
Capital expenditure from GAG
Other capital funds

Total restricted funds

Unrestricted funds
General funds

Total funds

Analysis of net assets between funds

Fund balances at 31 August 2019 are

represented by:
Intangible fixed assets
Tangible fixed assets
Current assets

Creditors falling due within one year
Defined benefit pension liability

Total net assets

652,052

42

{427.089)

Balance at Gains, Balance at
1 September losses and 31 August
2017 Income Expenditure transfers 2018
£ £ £ £ £
170,367 6,147,392 (6,002,745} {13,497) 301,517
2970 217,796 (220,766} - -
- 26,818 {26,816} - -
- 46,000 {46,000) - -
{683,000} - (85,000} 324,000 {444,000}
{509,663) 6,438,004 {6,381,327) 310,503 {142,483)
18,766 - (2,342} - 16,424
193,427 26,718 {65,697} - 164,449
79,570 - {34,195} 13,497 58,872
275972 - {44,019} - 231,953
567,735 26,719 {146,253) 13,497 461,698
58,072 6,464,723 (6,527,580} 324,000 318,215
432,779 757,292 (710,714) - 479,357
490,851 7,222,015 {7,238,294) 324,000 798,572
Unrestricted Restricted funds: Total
Funds General Fixed asset Funds
£ £ £ £
- - 16,328 16,328
- - 364,186 364,186
578,524 756,460 80,502 1,415,486
(26,472) (174,559} - {201,031)
- (1,008,000} - {1.008,000)
461,016 585,969
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18  Analysis of net assets between funds

19

Unrestricted Restricted funds; Totat
funds General  Fixed agset Funds
£ £ £ £
Fund balances at 31 August 2018 are
represented by:
Intangible fixed assets - - 10,196 10,1986
Tangible fixed assets - - 441,110 444,110
Current assels 479,357 484,120 10,392 973,869
Creditors falling due within one year - {182,603) - {182.603)
Defined benefit pension liability - {444,000} - {444,000}
Total net assets 479,357 {142,483) 461,608 798,572

Pension and similar obligations

The academy trust's employees belong to two principal pension schemes: the Teachers' Pension Scheme
England and Wales (TPS) for academic and related staff; and the Local Government Pension Scheme (LGPS)
for non-teaching staff, which is managed by South Tyneside Council. Both are multi-employer defined benefit
schemes.

The pension costs are assessed in accordance with the advice of independent qualified actuaries. The latest
actuarial valuation of the TPS related to the period ended 31 March 2012, and that of the LGPS related to the
pericd ended 31 March 2016.

There were ne outstanding or prepaid contributions at sither the beginning or the end of the financial year.

Teachers’ Pension Scheme

Introduction

The Teachers' Pension Scheme {TPS or scheme) is a sfatutory, unfunded, defined benefit occupational
scheme, governed by the Teachers' Pensions Regulations 2010 {as amended}, and the Teachers’ Pension
Scheme Regutations 2014 (as amended). Thase regulations apply to teachers in schools and other educational
establishments, including academies, in Engiand and Wales that are maintained by local authorities. [n addition,
teachers in many independent and voluntary-aided schools and teachers and lecturers in some establishments
of further and higher education may ba eligible for membership. Membership is automatic for full-time teachers
and lecturers and, from 1 January 2007, automatic too for teachers and lecturers in parl-time employment
following appointment or a change of contract. Teachers and lecturers are able to opt out of the TPS.

The Teachers’ Pension Budgeting and Valuation Account
Aithough members may be employed by various bodies, their retirement and other pension benefits are set out
in reguiations made under the Superannuation Act{1972) and Public Service Pensions Act {2013) and are paid
by public funds provided by Parliament. The TPS is an unfunded scheme and members contribute on a 'pay
as you go ‘basis -~ contributions from members, along with those made by employers, are credited to the
Exchequer under arrangements governed by the above Acts,

The Teachers' Pensions Regulations 2010 require an annual account, the Teachers' Pension Budgeting and
Valuation Account, to be kapt of receipls and expenditure (including the cost of pension increases). From
1 April 2001, the Account has been credited with a real rate of return, which is equivalent to assuming that the
balance in the Account is invested in notional investments that produce that real rate of return.
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Pension and similar obligations {continued)

Valuation of the Teachers’ Pension Scheme

The latest valuation of the Teachers' Pension Scheme has now taken place, in line with directions issued by HM
Treasury and using membership data as at 31 March 2016. As a result of this valuation TPS employers will pay
an increased contribution rate of 23.68% from September 2019 {this includes the administration levy of 0.8%).
The timing of the implementation is to align its introduction with employers’ budget planning cycles. Uniil then,
employers will pay the current rate of 18.48%.

A copy of the latest valuation report can be found on the Teachers’ Pension Scheme website.

Scheme Changes

The arrangements for a reformed Teachers' Pension Scheme, in line with the recommendations made by Lord
Hutton, in particular the infrodugction of a Career Average Revalued Earnings (CARE) scheme, were implemented
from 1 April 2015,

In December 2018, the Court of Appeal held that transitional protection provisions contained in the reformed
judicial and firefighter pension schemes, introduced as part of public service pension reforms in 2015, gave rise
t¢ direct age discrimination and were therefore unlawful. The Supreme Court, in a decision made in June 2018,
have rejected the Government's application for permission to appeal the Court of Appeat's ruling. The case will
now be referred to an Employment Tribunal for a decision regarding the remedy which will need to be offered {o
those members of the two schemes who were subject of the age discrimination.

HM Treasury are clear that the ruling has implications for the other public service schemes, including the
Teachers' Pension Scheme. Those implications are currently being considered and any impact on scheme costs
is expected to be looked at within the next scheme valuation, which is currently scheduled to be based on April
2020 data and implemented in April 2023,

The employer's pension costs paid to the TPS in the period amounted (o £583,671 (2018: £603,387).
A copy of the valuation report and supporting documentation is on the Teachers' Pengions website.
Under the definitions sel out in FRS 102, the TPS is an unfunded multi-employer pension scheme. The academy

trust has accounted for its contributions to the scheme as if it were a defined contribution scheme. The academy
trust has set cut above the information available on the scheme.

Local Government Pension Scheme

The LGPS is a funded defined-benefit scheme, with the assets held in separate trustee-administered funds. The
total contributions are as noted below. The agreed contribution rates for future vears are 23.8% for employers
and 5.5 -« 12.5% for employees. The estimated value of employer contibutions for the forthcoming year is
£159,000 (2018: £187,000).

Parliament has agreed, at the request of the Secretary of State for Education, to a guaraniee that, in the event of
academy closure, outstanding Local Government Pension Scheme liabilities would be met by the Department for
Education. The guarantee came into force on 18 July 2013.
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19  Pension and similar obligations {continued}
Total contributions made
Employer's contributions
Employees’ contributions

Total contributions

Principal actuarial agssumptions

Rate of increase in salaries

Rate of increase for pensions in paymentiinflation
Discount rate for scheme liabilities

Inflation assumption {CPI}

2018 2018

£ £
154,000 158,000
34,000 36,000
186,000 195,000
2019 2018

% %

3.6 36

21 21

1.8 28

2.1 2.1

The current mortality assumptions include sufficient allowance for fulure improvements in mortality rates. The

assumed life expectations on retirement age 65 are:

Retiring today

- Males

- Females

Retiring in 20 years
- Males

- Females

Scheme liabilities would have been affected by changes in assumptions as follows:

Biscount rate + 0.1%
Discount rate - 0.1%
Mortality assumption + 1 year
Martality assumption - 1 year
CPlrate + 0.1%

CPlrate -0.1%

45

2019
Years

219
251

23.8
26.9

2019

£
4,272,000
4,438,000
4,207 000
4,503,000
4,409,000
4,300,000

2018
Years

229
26.4

25.1
28.7

2018

£
3,366,000
3,487,000
3,333,000
3,529,000
3,474,000
3,389,000
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18 Pension and similar obligations {continued)

The academy trust's share of the assets in the scheme 2019 2018
Fair value Fair value

£ £

Equities 2,180,975 2,016,225
Governmen? bonds 137,145 118,480
Corporate bonds 381,330 334,544
Cash 70,245 65,714
Property 287,670 253,895
Other assets 277638 197,142

Total market value of assels 3,345,000 2,987,000

The actual return on scheme assets was £210,000 {2018: £204,000).

Amount recognised in the Statement of Financial Activities 2018 2018
£ £
Current service cost 203,000 228,000
Past service cost 83,000 -
Interest income (86,000} {68,000)
Interest cost 96,000 83,000
Total eperating charge 296,000 244,000
Changes in the present value of definad benefit obligations 2019 2018
£ £
At t Seplember 2018 3,431,000 3,360,000
Current service cost 203,000 229,000
Interest cost 96,000 83,000
Employee contributions 34,000 36,000
Actuarial lossf(gain) 547,000 {188,000)
Benefits paid {40,000) {89.,000)
Past service cost 83,000 -

At 31 August 2019 4,354,000 3,431.000

Changes in the fair value of the academy trust’s share of scheme assets

2019 2018

£ £

Al 1 September 2018 2,987,000 2,677,000
Interest income 86,000 58,000
Actuarial gain 124,000 136,000
Emplayer contributions 154,000 159,000
Employee contributions 34,000 36,000
Benefits paid {40,000) (88,000)
At 31 August 2018 3,345,000 2,887,000
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20 Reconciliation of net incomef{expenditure} to net ¢ash flow from operating activities

2018 2618
£ £

Net income/{expenditure) for the reporting period (as per the statement of
financial activities) 210,397 {16,279}
Adjusted for:
Capital grants from DfE and other capital income (94,753) {26.719)
Investment income receivable (4,560) {1.612)
Defined benefit pension costs less contributions payable 132,000 70,000
Defined benefit pensicn scheme finance cost 10,000 15,000
Depreciation of tangibie fixed assels 106,490 111,484
Amortisation of intangible fixed assels 8,958 5,768
Loss on disposal of fixed assets - 28,001
{increase} in debtors (16,104) (46,507}
Increase/(decrease) in creditors 18,428 (10,672)
Net cash provided by operating activities 370,858 129,464

21 Commitments under operating leases

At 31 August 2019 the total of the academy trust's fulure minimum lease payments under non-cancellabie
operating leases was:

2019 2018

£ £

Amounts due within one year 15,739 13,672
Amounts due in two and live years 26,184 32,262

41,820 45,934
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22

23

24

25

Reiated party transactions

Owing te the nature of the Academy Trust's operations and the composition of the board of truslees being drawn
from locat public and private sector organisations, transactions may take place with organisations in which the
Academy Trust has an interest. All transactions involving such organisations are conducted at arm's length and
in accardance with the Academy Trust's financial reguiations and normal procurement procedures.

The academy trust occupies the footprint of the schaol building which is owned by the Diotese having been
transferred from the Sisters of Mercy Oaldea Convent during the year. The trustees are the providers of the
land and buildings on the same basis as when the academy was & maintained school. The academy trust
occupies the fand ang buildings under a mere licence. This conlinuing permission of the trustees is pursuant to,
and subject o, the trustees' charitable objects, and is part of the Catholic Church's contribution since 1847 0
provide State funded education in partnership with the State. The licence delegates aspects of the management
of the 1and and buildings to the academy lrust for the time being, but does not vest any rights over the land in
the academy trust, The trustees have given an undertaking o the Secretary of State that they will not give the
academy trust less than two years notice fo terminate the occupation of the land and buildings. Having
congidered the factual matrix under which the academy trust is occupying the land and buildings the trustees
have concluded that the vatue of the land and buildings occupied by the academy trust will not be recognised
on the balance sheet of the academy.

During the year, the academy made a contribution of £10,885 {2018: £10,615) to the Diocese of Hexham &
Newcastle {Diocesan Department for Education), a company in which Bishop Robert Byrne is a Director. In
entering into the transaction the academy trust has complied with the requirements of the Academies Financial
Handbook 2018. The element above £2,500 has been provided ‘at no maore than cost’ and the Diocesan
Depariment for Education has provided a statement of assurance confirming this.

St. Anthony's Girls” Catholic Academy and St. Aidan's Catholic Academy have, over many decades, worked
together to deliver a wide ranging post-16 curricula. From September 2018, this venture has been formalised
with a joint offer made to all the young people within both schools and those who join us from other schoals
annually. Courses are taught by staff from both academies and an amount has been paid to St Anthony's by
St Aidan‘s calculated as the share of 16-19 funding received by St Aidan’s for which costs incurred by St
Anthony's. St Aidan’s Catholic Academy was transferred from St Aidan’s Education Trust to Qur Lady of Mercy
Catholic Education Trust on 1 September 2018 as detailed per note 23.

Post balance sheet events
After the year end, the following school joined Our Lady of Mercy Catholic Education Trust.

Academy Location Date of conversion
St Aidan's Education Trust Sunderiand 1 September 2019

The Bishop of the Diocese of Hexham and Newcastie has announced plans to expand existing Multi-Academy
Trusts. The Bishop has announced that he would like St Aidan’s Catholic Academy and St Anthony’s Girls’
Catholic Academy to transfer from Cur Lady of Mercy Catholic Education Trust to Naorthem Saints Catholic
Education Trust. The Trustees of both trusts are in the process of seeking approval for the trust merger from
the Regional Schools” Commissioner.

Members’ liability

Each member of the charitable company undertakes to contribute to the assets of the company in the event of
it being wound up while he or she is a member, or within one year after he or she ceases 1o be a member, such
amount as may be required, not exceeding £10 for the debts and liabiliies contracted before he or she ceases
to be a member.

Agency arrangements

The academy trust distributes 16-19 bursary funds to students as an agent for the ESFA. In the accounting
period ending 31 August 2018 the trust brought forward £48,453 (2018; £36.,385), received £22,103 (2018:
£22.083) and disbursed £6,308 {2018: £10,915) from the fund. An amount of £64.247 {(2018; £48,453) is
included in other creditors relating to undistributed funds.
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26 Teaching School trading account

Direct income
External funding

Direct costs
Direct staff costs

Staff development
Educational supplies and services

Total expenditure
Surplus from all sources
Teaching School balances at 1 September 2018

Teaching School balances at 31 August 2019
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30,667

30,667

{30,667)

15,333

16,333

29,150
1,015
15,835

46,000

46,000

(46,000}




OUR LADY OF MERCY CATHOLIC EDUCATION TRUST

INDEPENDENT REPORTING ACCOUNTANT'S ASSURANCE REPORT ON
REGULARITY TO OUR LADY OF MERCY CATHOLIC EDUCATION TRUST AND THE
EDUCATION & SKILLS FUNDING AGENCY

FOR THE YEAR ENDED 31 AUGUST 2019

In accordance with the terms of our engagement [elter dated 26 September 2018 and furiher to the requirements of
the Education & Skills Funding Agency {ESFA) as included in the Academies Accounts Direction 2018 to 2019, we
have carried out an engagement to obtain limited assurance about whether the expenditure disbursed and income
received by Our Lady of Mercy Catholic Education Trust during the period 1 September 2018 to 31 August 2019
have been applied to the purposes identified by Parliament and the financial transactions conform to the authorities
which govern them.

This report is made soleiy to Our Lady of Mercy Catholic Education Trust and ESFA in accordance with the terms of
our engagement fetter. Qur work has been undertaken so that we might state to the Cur Lady of Mercy Catholic
Education Trust and ESFA those matlers we are required to stale in a report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility 1o anyone other than Our Lady of Mescy Catholic
Education Trust and ESFA, for our work, for this report, or for the conclusion we have formed.

Respective responsibilities of Qur Lady of Mercy Catholic Education Trust's accounting officer and the
reporting accountant

The accounting officer is responsible, under the requirements of Our Lady of Mercy Catholic Education Trust's
funding agreement with the Secretary of State for Education dated 1 April 20612 and the Academies Financial
Handbook, extant from 1 September 2018, for ensuring that expenditure disbursed and income received is applied
for the purposes intended by Parliament and the financial fransactions conform to the authorities which govern them.

Our responsibiliies for this engagement are established in the United Kingdom by our profession’s ethical guidance,
and are lo obtain limited assurance and report in accordance with our engagement letter and the requirements of the
Academies Accounts Direction 2018 to 2019, We report to you whether anything has come to our attention in carrying
out our work which suggests that in all material respects, expenditure disbursed and income received during the
period 1 September 2018 to 31 August 2019 have not been applied to purposes intended by Parliament or thal the
financial transactions do nat conform to the authorities which govern them.

Approach
We conducted our engagement in accordance with the Academies Accounts Direction 2018 to 2019 issued by ESFA,
We performed a limited assurance engagement as defined in our engagement letter.

The otjective of a limited assurance engagement is to perform such procedures as to obtain information and
explanations in order to provide us with sufficient appropriate evidence o express a negative conclusion on regularity,

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

Our engagement includes examination, on a test basis, of evidence relevant o the regularity and propriety of the
academy trust's income and expenditure.
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The work undertaken to draw to our conclusion includes:

compietion of self-assessment questionnaire by Accounting Officer

discussions with the Accounting Officer and finance team

review of Intermal Assurance report

review of trustee and committee meeting minutes

review of finance and other relevant policies

review of purchases, expenses and expense claims on a sample basis including the applicalion of controls
and tendering processes where applicable

review of gifts and hospitality transactions including the application of controls

review of credit and debit card transactions including the application of controls

review of payroll transactions on a sample bases including the application of controls

review of potential special payments to staff

review of leases and consideration of areas where borrowing may have been incurred
consideration of transactions with related and connected parties

review of register of business interests for completeness and compliance with regulations
enquiries into fransactions that may require disclosure under ESFA delegated authority rules

* % & & 4 ¢ &

Conclusion

In the course of our work, nothing has come to our attention which suggests that in all material respects the
expenditure disbursed and income received during the period 1 September 2018 to 31 August 2019 has not been
applied to purposes intended by Parliament and the financial transactions do not conform to the authorities which
govern them.

Protdwins Avdst Sewice/

Reporting Accountant
Baldwins Audit Services

Dated: lctjilj lC\
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