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North Kesteven Academy
Trustees’ Report

For the year ended 31 August 2017

The trustees present their annual report together with the financial statements and auditor’s report of
the charitable company for the period 1 September 2016 to 31 August 2017, The annual report serves
ihe purpeses of both a trustees’ report, and a directors’ report under company law.

The trust operates an academy for pupils aged 11 to 18 serving a catchment area in the district of North
Kesteven, immediately to the south of Lincoln but also extending to several outlying villages to the south
of the cily. It has a pupif capacity of 1,400 and the number on roll was 1,125 on the academy census in
QOctlober 2017.

STRUCTURE, GOVERNANCE AND MANAGEMENT

Constitution

The academy trust is a company limiled by guarantee {registration number 07657605} and an exempt
charity. The charitable company's memorandum and ariicles of association are the primary governing
documents of the academy trust.

The trustees of Norih Kesteven Academy are also the directors of the charitable company for the
purposes of company law. The charilable company is known as Norlh Kesteven Academy.

Details of the trustees who served during the period are included in the Reference and Administrative
Details on page 1.

Fembers’ liability

Each member of the charitable company undertakes to contribute to the assets of the charitable
company in the event of it being wound up while they are 2 member, or within one pericd after they
cease to be a member, such amount as may be required, not exceading £10 for the debis and liabilities
conlracted before they ceased o be a member.

Trustees' indemnities

The trustees of North Kesteven Academy are covered under the Professional Indemnity section of the
Risk Protection Arrangement (RPA) administered by the Education and Skills Funding Agency for
academy irusis fo the value of £600,000. This cover applies 1o all rusiees of the academy acling in
accordance with the role and professional respaonsibilities of the academy.

Kethod of recruitiment and appoiniment or election of trustees
Polential new trustees are identified by the strategic committee, ensuring that the skills and experience
of new trustees are complementary o those of existing board members. North Kesteven Academy has
the power to appoint those trustees who are not subject to election.

Paolicies and procedures adopted for the induction and training of trustees

The training and induction provided for new trustees will depend on their existing experience. Where
necessary and appropriate the induction process will provide iraining on charity, educational, legal and
financial matters. All new trustees are welcome to visit the academy and to meet with staff and students,
All trustees are provided with access to policies, procedures, minutes, accounts, budgets, plans and
other documents that they will need to undertake their role as trustees. As there are normally few new
trustees a year, induction tends to be done informally and is tailered specifically to the individual frustees.

Organisational structure

There is a clear management structure to control the way in which the academy is run. The structure
consists of two levels: the directors and the senior leadership team. The aim of the management
structure is to devolve responsibility and engsourage involvement in decision making at all levels.



North Kesteven Academy
Trustees’ Report (continued)

For the year ended 31 August 2017

STRUCTURE, GOVERNANCE AND MANAGEMENT (CONTINUED)

The directors are responsible for the strategic direction of the academy. This includes ensuring
accountability for roles and exploring efficiency and opportunity sirategy across the academy to drive
standards. This includes setting general policy, adopting an annual plan and budget, monitoring the
academy’s use of budgets and making major decisions about the direction of the Trust, capital
expenditure and leadership staff appointments.

The senior leadership team control the school at an executive level implementing the policies laid down
by the directors and reporting back to them. As a group the senior leadership team are responsible for
the authorisation of spending within agreed budgets and the appointment of staff, although
appointments to the senior leadership team always involve a representative of the directors.

Arrangements for setting pay and remuneration of key management personnel

Any new Key Management Personnel (Senior Leadership Team) post will only be advertised with the
prior approval of the board of trustees, who will set the appropriate pay range with reference to the
Standard Teachers’ Pay and Conditions Document (STPCD). There is no right of appeal against the
salary level to which a person is appointed.

Progression on the Leadership Pay Range by Key Management Personnel follows the STPCD
guidance, and stipulates that there will be no progression unless there has been sustained high quality
of performance judged against:

e Performance objeclives
¢ Specific job descriptions; and
e The Teachers’ Standards.

Under no circumstances may more than two points pay progression on the Leadership Pay Range be
awarded in any one year and the award of two points will be exceptional and require detailed justification.

No progression will be awarded to any Academy Leader if during the appraisal period or before the pay
review the academy has been assessed by OFSTED as inadequate or requiring improvement.

Related Parties and other Connected Charities and Organisations

North Kesteven Academy is a single academy trust. It works closely with neighbouring schools and
academies, particularly with Sir Robert Pallinson Academy, with who it shares a sixth form, known as
North Hykeham Joint Sixth Form (NHJSF). Policy of the joint sixth form is driven by a joint committee
comprising trustees supported by Key Management Personnel from both academies; this committee
duly reports to the trustees of its two parent academy trusts.

OBJECTIVES AND ACTIVITIES

Principal activities

North Kesteven Academy implements the vision to improve the life opportunities of every learner within
the academy. This is done by providing a broad, balanced curriculum, a climate for leaming
commensurate with the ethos and philosophy of the academy and a culture of mutual respect and
tolerance which will prepare every North Kesteven student for life in the twenty first century.



North Kesteven Academy
Trustees’ Report (continued)

For the year ended 31 August 2017

OBJECTIVES AND ACTIVITIES (CONTINUED)

Objects and aims
Norh Kesteven Academy will develop students™

@ Q0 o & O

By:

Awareness of the importance of building resilience and independent leaming

As confident, caring individuals within an increasingly fragmented sociely

As rounded, confident individuals fully prepared for work and play in the twenty first cenfury
Potential in academic, vocational and creative areas of the curriculum

Apprecialion of, and enthusiasm for, [eaming across the full range of subjects.

Being positive and opfimistic, having high expeclations and looking to praise and acknowledge
success;

Offering appropriate information, advice and guidance throughout their time at school and in
preparation for their later working life;

Providing an academic, vocational and creative curiculum giving challenge and opportunity to
develop the strengths, talents and skills of all students

Maintaining a well-disciptined and ordered community which everyona is proud of and in which
all feel safe;

Providing opporiunities for students to develop their exira-cusricular interests;

A relentless focus on achievement and academic success.

Because we believe in:

® & & & B8 0 ©

Harmonious and productive relationships

A broad, balanced curriculum which maximises the chance to produce rounded individuals
An active partnership with parents to provide mutual support for their children’s progress.
Good inanners, good humour and self-discipline.

Equal opporiunities and access to the curiculurn.

A high quality leaming environment

Providing the best information, advice and guidance to studenis.

Objectives, strategies and activities

Curriculum

-4

To ensure that the academy’s curriculum is outstanding and supports both the delivery of
excellence for and raises achievement of all students

To constantly review the curriculum

To develop a strong English Baccalaureate (Ebace) curriculum for the needs of the cohort

To ensure that all students have equal access to high quality curriculum and leaming

To ensure that all students’ choices of learning is limited due to the options system (as they
move towards Key Stage 4)

Examinations and Assessment

To develop and deliver an exam strategy for the whole academy (Year 7 - Year 13), that allows
students to demonstrate regularly highly developed exam success skills, routines and habits,
To ensure that targets are set cotrectly for all students in all years on a regular basis, ensuring
that they are both sensitive and aspirational.

A range of high-guality incisive data analysis toals will be used to constantly assess progress
for all students.

To ulilise a clear intervention strategy to ensure the delivery of effective, timely and successful
intervention.



North Kesteven Academy
Trustees’ Report (continued)

For the year ended 31 August 2017

OBJECTIVES AND ACTIVITIES (CONTINUED)

To ensure that assessment is dynamic and that the information gathered is utilised to inform
future teaching and raise achievement. 5

For the academy to become a national leader in innovation with assessment recording and
reporting.

Behaviour

To ensure that high standards of behaviour are exhibited across the academy at all times, and
that expectations are fully understood by all stakeholders.

To ensure that all systems and protocols are transparent and fair, and are consistently applied.
To ensure that all systems and protocols are effective, deliver excellence in education and
community wellbeing.

To ensure that areas of concern are addressed in a swift and supportive manner and to correct
inconsistent practice.

To regularly review and enhance systems and protocols to ensure effectiveness.

Teaching and Learning

To implement the academy Teaching and Learning strategy, delivering excellence.

To ensure that all teaching and learning is of the very highest order and raises achievement as
a direct result.

To deliver an enthusiasm and whole school culture for innovative practice and effective routine
coaching opportunities for ongoing cross fertilisation of pedagogy.

To deliver a whole-school raising achievement and student achievement engagement sirategy,
utilising new technology, and demonstraling a direct impact on outcomes (e.g. impact on stalf
practice, impact on student experience). Examples might be the use of augmented reality and
virtual reality for leaming.

To ensure that all staff are clear and effeciive in differeniiation for all studenis of all abililies and
to ensure that high expectations for all students are vigorously maintained.

To devise a programme for very high ability students to experience teaching and learning at the
very highest ability range.

To embed an open-door culture of Research and Development, where risk taking is celebrated
and learning shared for the benefit of all.

To ensure that the academy has a clear and robusl self-evaluation structure that enables and
empowers managers to monitor areas of responsibility in order that all staff have clarity and
support in carrying out their roles.

To deliver a Continuing Professional Development strategy that meets the needs development
towards world class innovative education techniques, whilst meeting individuals’ needs fully.
To ensure out of lesson leaming and aclivities adds significant value to student experience and
progress.

Safeguarding Systems

To ensure that the academy has outstanding safeguarding systems and practices.
To constantly review and improve the academy site and safeguarding practice.

Pastoral and Academic Support

To deliver clear support via the College system; to ensure that the ethos and standards of the
College System are clear.

To drive through the College System the idea of teacher and student roles models of excellence.
To use the College System to facilitate incisive and forensic knowledge and actions to enable
staff to deliver excellence in achievement.
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OBJECTIVES AND ACTIVITIES (CONTINUED)

« To enable all students to achieve at least their target grade, ensuring that all students in the
college have effective individual action plans that secure excellent progress and achievement
outcomes.

» To ensure that quality support is in place to maximise attendance by all students.

Community

s To deliver a community strategy that delivers excellence for the academy and value to the wider
community through dynamic and innovative activities.

« To ensure that the ‘student voice’ dives direction of events such as ethos days, and that these
events are inclusive and provide benefit to all.

o To furiher develop partnerships with groups such as the Medical Schools Council and local
Universities. To forge other new relationships where there is clear benefit to the academy and
its students.

e To deliver a clear and student-centric policy for academic excellence; to ensure that such
schemes are meaningful and drive student achievement, confidence and success.

e To create via the College System volunteering opportunities and leadership through a variely
of ‘captain’ and similar roles.

e To ensure that the student voice is loud, up to date and is centric in the formation of all future
strategy.

Environment
« To ensure the academy's site is at a safe and a high standard, and is continuously maintained
and improved
e To offer a world-class teaching and learning environment.
» To explore a range of alternative and innovative leaming environments,

Public benefit

The trustees confiim that they have referred to the guidance contained in the Charity Commission’s
general guidance on public benefit when reviewing the academy trust's objectives and aims and in
planning future activilies for the year. The trustees consider that the trust’s aims are demonstrably to
the public benefit.

STRATEGIC REPORT

Achievements and Performance

Examinations

An innovative approach to assessment and examination saw a set of excellent results in summer 2017,
Key Stage 4

Over 66% of students achieved at least five A* to C passes, or their equivalent in the new grading
system.

English remains a huge strength at North Kesteven Academy and, once again, students performed
above national averages. In total 78% of grades awarded in English were belween 9 and 4 {equivalent
to previously A* to C), and 60% were between a grade 8 and 5 —teslament to the expertise, commitment
and innovation of the English Depariment.

7
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STRATEGIC REPORT (CONTINUED)

Maths also saw a strong examination performance, with 70% of grades being between 9 and 4
(equivalent to previous A* to C).

Individual highlights saw one student achieve a magnificent 11 A*A grades at GCSE, and another
manage 10,

QOverall, and with some data still to be processed following re-marking, it appears that the Academy’s
final Progress 8 will be approximately -0.39; a slight improvement on the previous year at a difficult time
for students and teachers alike with the introduction of the new GCSE marking system.

Key Stage 5

North Kesteven Academy continues fo work with neighbours and pariners Sir Robert Pattinson
Academy to deliver a wide sixth form cumricutum as the North Hykeham Joint Sixth Form.

The summer 2017 examinations saw an overall pass rate of 95% in A levels and BTEC equivalents ,
with 60% achieving A* to C grades.

lmpressively, over 40% of English and Maths candidates achieved A* to B grades.

A number of curriculum areas saw 100% high pass rates. Departmental highlights included Art with
100% of candidates achieving A* to B; Russian with 80%, Media 67%, Dance 60% and Business Studies
59% - all bettering last year's performance.

Again, students and teachers alike had to contend for the first time with a new examination and scoring
regime introduced in 2015.

Other Successes

The Academy continues to enjoy a wide range of successes as its students engage in a huge number
of events, especially in areas such as sport and the arts.

One of the academy’s students was selected to represent England at the U20 Commonwealth Youth
Games held in the Bahamas in July 2017,

The academy hosted a number of events during the year. In June, it welcomed teachers from numerous
local providers to @ Medical Schools Conference — a first for the locality, run in partnership with the
Medical Schools Council and the Universities of Leicester and Nottingham. On the back of this a further
student event was held at the academy in October 2017 for local Year 12 students looking to move into
a career in Medicine — a completely unique experience locally.

Local chef and owner of Lincoln’s Brown's Ple Shop, Danny Gill visited the academy in May to assist
students in a ‘pop-up restaurant’ serving a high-end menu to parents and staff members. Danny is a
former student of the academy and was also a finalist on the BBC’s ‘Great British Menu'.

NK students experienced a wide variely of trips and events during the year, attending events such as
" ihe local Lincolnshire Show, white educational visits included visiting Wimbledon, the World Athletics,
London and Malham Cove.
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STRATEGIC REPORT (CONTINUED)

In December, students of all ages performed the School Show, High School Musical to packed houses
at the magnificent Terry O'Toole Theatre. The academy’s continued partnership with North Kesteven
District Council and management company 1life remains vital and allows studenis access to world-
class, industry standard leaming environments at the neighbouring sports centre and theafre.

A wide amay of charitable events took place, raising in excess of £10,000 throughout the year. These
included non-uniform days, Children in Need, Comic Relief as well as many other ad hoc activities, and
culminated in a whole school feslival’ celebration event on the last day of term which alone raised in
excess of £3,000.

In addition, groups of students and their families have raised thousands of pounds towards the cost of
an ambitious expedition to Tanzania planned for summer 2018 — a real ‘once in a lifetime’ opportunity.

Year 7 once again took part in 'Retro Dance Fever’ - a fabulous opportunity for those starting their time
at NK to showease their talenl {and raise money for Children in Need).

6% form students fundraised and organised the annual Pensioners’ Party at Christmas — an important
event that puts the school at the vary heart of its community.

In March the academy came together for World Book Day, with staff and students alike sporting some
magnificeni costumes celebrating their favourite literary characlers.

In the spring, the academy was proud (o sign a partnership deal with Lincoln City Foothall Glub to defiver
part of their own football academy programme. During an hisloric season for the club, they chose to
approach NK Academy based on both sporling and academic excellence.

fFinally, in summer 2017 the academy revealed its exciing new branding, designed exleinally with
professional inpul from a wide range of stakeholders. The modem, fresh branding was chosen fo
accurately poriray the ethos of the school as it enters ils next exciting stage.

In tandem with this, the academy unveiled a new *College’ system. All students and staff are now
arranged into one of six colleges, each named after an inspirational local figure. This will help to foster
more of a ‘family’ feel as students move through the academy and will provide inspiration to younger
students sharing in the successes of their older peers. Naturally, the college system lends itseif to
competiiion, and a wide range of academic, sporting and other activities will follow.

Key Performance Indicalors are set by the Departrnent for Education within the term ‘headline
figures’. OFSTED visit schools approximately every three years. The school's Ofsted inspeclion of
March 2015 was strong and the “GOQL’ judgement means that the school will now be part of the new
Ofsted framework and will be likely fo receive a short Ofsted inspection by March 2018.

Going Concern

After making appropriate enquiries, the trustees have a reasonable expectation that the academy has
adequate resources to continue in operational existence for the foreseeable future. For this reason it
continues to adopt the going concem basis in preparing the financial statements. Further detalls
regarding the adoption of the going concern can be found in the Statement of Accounting Policies.
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STRATEGIC REPORT (CONTINUED)
Financial review

Almost 94% of the academy trust's income is obtained from exchequer funds — largely from the
Education and Skills Funding Agency (ESFA) in the form of recurrent grants, the use of which is
restricted to particular purposes. The grants received from the ESFA during the year ended 31 August
2017 and the associated expenditure are shown as restricted funds in the Statement of Financial
Activities.

Income from other sources, such as catering, are shown as unrestricted funds and comprise only 6% of
the total income of the academy.

The academy trust also receives grants for fixed assets from the Department for Education. In
accordance with the Charities’ Statement of Recommended Practice, ‘Accounting and Reporting by
Charities’ SORP 2015, such grants are shown in the Statement of Financial Activilies as restricted
income in the fixed asset fund. The restricted fixed asset fund balance is reduced by annual depreciation
charges over the expected useful life of the assets concemed.

Financial and risk management objectives and policies

The academy trust's exposure to financial risks is minimal, due to the fact that the financial instruments
that it deals with are largely bank balances, cash and trade creditors, with limited trade and other
debtors. There is a deficit on the Local Government Pension Scheme, as described in note 24 to the
financial statements but this is subject to periodic actuarial review and is regularly monitored by the
frusiees.

Reserves policy
The trustees have reviewed the reseives of the trust. This review encompassed the nature of income
and expenditure streams, the need to match them with commitments and the nature of reserves.

The balance on the unrestricted fund comprises a designated fund of £20k in respect of the Temry
O'Toole Theatre.

The balance on restricted general reserves (excluding the pension reserve) plus unrestricted funds was
a deficit of (£126k) at 31 August 2017 (surplus of £55k at 315! August 201 6).

The current level of reserves is lower than the academy would normally expect to maintain as a result
of the reported deficits in the last two periods. Whilst the academy’s reserves policy does not specify an
absolute value, a prudent level of reserves would normally be approximately one month’s worth of
income or circa £500k for 2016/17. However, the balance on general restricted funds is shown net of
three long term capital loans of £355k repayable over the next 7 to 10 years. The available balance on
these reserves (excluding loans) was £229k at 315 August 2017. The Medium Term Financial Plan
includes provision for the scheduled loan repayments in addition to the ongoing operating costs. The
trustees therefore consider that the academy has sulfficient reserves to continue to operate.

The other reserve of £1.96M represents an unrealised gain on property revaluation and would only be
realised in the event of the sale of the school buildings. The Fixed Asset Fund balance of £10.45M can
also only be realised on the sale of fixed assets.

Investment policy

The academy trust does not hold any long term invesiments. Any cash surpluses are invested in
accordance with the approved Treasury Management Policy, which sets out clear criteria for the
selection of financial instruments and counterparties for investment purposes.

10
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STRATEGIC REPORT (CONTINUED)

Principal risks and uncertainties
There are two principal risks and uncertainties relating to the trust.

Future funding of the sector will change with the recently announced introduction of a National Funding
Formula (NFF) from 2018/19. While funding per pupil is due to increase In the transitional year of
2018/19 and again on full implementation of the NFF in 2019/20, fine detail of funding is still to be
decided, while further changes in political direction may ultimately have an impact on funding received.

The finances of the academy are highly sensitive to the annual intakes in Year 7 and Year 12. Itis hoped
that the improving assessment and examination performance will underpin strong future recruitment at
both Year 7 and 12. New strategies around branding and marketing for the academy are also seen as
vital in a competitive local market. The new branding provides the academy with a fresh, vibrant look to
accurately reflect its ethos. Ultimately, however, the strong historic reputation for excellence and resulls
particularly in performing arts subjects continues to atiract students to North Kesteven Academy.

Risk management

The trustees have assessed the major risks to which the academy trust is exposed, in particular those
relating to the specific teaching, provision of facilities and other operational areas of the trust, and its
finances. The academy has an approved Risk Policy and a Risk Register in place which is updated on
an annual basis. The trustees have implemented a number of systems to assess risks that the academy
faces, especially in the operational areas (e.g. in relation to teaching, health and safety, bullying and
school trips) and in relalion to the confrol of finance. They have introduced systems, including
operalional procedures (e.g. velling of new staff and visitors, security of school grounds) and internal
financial controls (see below) in order to minimise risk. Where significant financial risk still remains they
have ensured they have adequate insurance cover through the Risk Protection Arrangement (RPA).

Plans for future periods

The academy continues to enjoy access to the world-class facilities at the neighbouring Kesteven Cenire
through its ‘Chance to Share’ arrangements with Lincolnshire County Coungil, North Kesteven District
Council and their management company. The centre benefited from £3.6M of capital investment in 2016,
includes 3G pitches, dance studios, spinning studio, a fully refurbished swimming pool, leamer pool and
state of the art leisure slide. In addition, the site houses a professional theatre (The Termy O'Toole
Theatre). All this is immediately adjacent to the academy and exclusively available during the school
day. The centre remains a major selling point for the academy and is at the forefront of future strategic
thinking.

The academy has a clear site impact plan with a full programme of re-decoration, refurbishment and
fumiture replacement in place augmented by radical and significant changes externally including a new
perimeter fencing scheme (commenced summer 2017), refresh of external signage carried out during
the summer of 2017 and plans for the refresh of the exterior of buildings and landscaping of external
areas.

Initial plans have been developed during 2017 for a proposed examinations centre. This would provide
a permanent, purpose built home for examinations which are currently hosted by the academy’s hall
and sports hall; the use of both of these facilities results in daily set-up into ‘exam mode’. Any future
build would be dependent on the availability of capital funding.

The academy continues to engage with Lincolnshire County Council around potential increases in

11
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STRATEGIC REPORT (CONTINUED)

capacity to support the forecast demographic increases locally from 2018/2019. Lincolnshire County
Coungcil are leading this project locally and have ring-fenced funding under the Basic Needs Fund to
support the required capital programme.

The school's 10 day timetable provides the degree of flexibility required to meet the continuing and
ongoing changes to the curriculum, assessment and qualification systems. Considerable investment
has been made in 2017 in improving the efficiency of the timetable and ensuring it is robust, sensible
and well placed to allow the academy to continue to offer a broad, balanced cumiculum with academic,
vocational and creative pathways.

The academy has received national acclaim with the award of Artsmark Gold and this will give great
impetus and credibility to future recruitment of students.

Staffing costs continued to reduce during 2016/17, following the redundancy process in 2015/16, with
careful scrutiny of the staffing budget (and particularly any vacancies) to ensure it meets the needs of
the academy. Any necaessary teaching recruitment has been, and will continue to be, primarily centred
an teachers with 1 to 3 years of experience. However, the philosophy of encouraging staff to develop
their skills and experience Is a comerstone of the academy's Professional Learning programme and
inevitably leads to promotion opportunities for some. A strategy will be adopted to recruit from within as
the academy is a member of the Lincolnshire Teaching School Alliance (LTSA) and has recruiled a
number of trainees over the past year, some of which have successfully been recruited to permanent
roles. In the medium term this membership of LTSA and its status as a SCITT {School Centred Initial
Teacher Training) centre will be vital in our budget strategy.

Auditor

Insofar as the trustees are aware:
» there is no relevant audit information of which the charitable company’s auditor Is unaware
e the trustees have taken all steps that they ought to have taken as trustees to make themselves
aware of any relevant audit information and to establish that the auditor is aware of that
information.

Fomester Boyd, Chartered Accountanis, have indicated their willingness to be reappointed for another
term and are deemed reappointed.

The Trustees Annual Report, incorporating the Strategic Report, was approved by the board of trustees
as the company directors on 12 December 2017 and signed on the board's behalf by:

M A Taylor
Chair
12 December 2017

12
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Scope of responsibility

As trustees, we acknowledge the overall responsibility for ensuring that North Kesteven Academy has
an effective and appropriate system of control, financial and otherwise. However such a system Is
dasigned to manage rather than eliminate the risk of failure to achieve business objectives, and can
provide only reasonable and not absolute assurance against material misstatement or loss.

The board of trustees have delegated the day-to-day responsibility to the Head teacher, as Agccounting
Officer, for ensuring financiat controls conform to the requirements of both propriety and good financial
management and in accordance with the requirements and responsibilities assigned to it in the funding
agreement between Norlh Kesteven Academy and the Secretary of State for Education. They are also
responsible for reporting to the board of trustees any material weaknesses or breakdowns in internal
control.

Governance
The information on governance included here supplements that described in the Trustees’ Report and |

in the Statement of Trustees’ responsibilities. The board of trustees has formally met 8 times during the
year. Attendance during the year at meetings of the frustees was as follows:

Trustee Meetings attended Out of a possible
M A Taytor (Chair) 5 8
R Barreit 6 8
J Bumett 8 8
N Wilkinson-McKie (Head teacher and 7 7

Accounting Officer appointed 31/10/2016)
N Cooper

M Gallimore

D Garfoot (uniil 15/7/2017)

R Shore

J Sloan

D Salisbury (appointed 27/4/2017)

A Greenwood (appointed 27/4/2017)

K Vause (appointed 27/412017)

S van 2yl (appointed 27/4/2017)

e N WWw~NUO®
WWwWWwRB~BE

Governance reviews

There have been no govemnance reviews during the course of 2016/17 but the sifuation has been
assessed and reviews of various different natures e.9. committee structures, staff pay and performance,
will be undertaken throughout the forthcoming financial year.

The Finance and Audit Committee is a sub-committee of the main board of trustees. Its purpose is
to propose the annual budget, review actual performance throughout the year in financial matters,
review the effectiveness of financial internal controls through intematl audit, advise the trustees on the
appropriateness or otherwise of spending requests outside the delegated powers given to it and monitor
and keep under review the needs and requirements of the academy in relation to competitive tendering.

i
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North Kesteven Academy
Governance Statement (continued)

For the year ended 31 August 2017

Aftendance at meetings of the Finance and Audit Committee in the year was as follows:

Trustee Meetings attended Out of a possible
M A Tayior 4 5

R Barett (Chair) 4 5

N Wilkinson-McKie (Head teacher and 4 4
Accounting Officer appointed 31/10/2017)

D Salisbury (appointed 27/4/2017) 1 2

A Greenwood (appointed 27/4/2017) 2 2

Review of Value for Money

The Accounting Officer has rasponsibility for ensuring that the academy trust delivers good valug in the
use of public resources. The Accounting Officer understands that value for money refers o the
educational and wider societal outcomes achieved in return for the taxpayer resources received.

‘The Accounting Officer considers how the academy trust's use of its resources has provided good value
for money during each academic year, and reporis to the board of trustees where value for money can
be improved, including the use of benchmarking data where available. The Accounting Officer for the
academy trust has delivered improved value for money during the year by:

e Using in-house site staff extensively for improvement projects and routine maintenance activilies

e Limiting recruitment to teachers in first phase of career

e Creating in-house solutions 1o staffing changes wherever possible

o Ensuring key projects were managed extremely carefully and efficiently

= Making key strategic decisions to miligate risk and limit financial commiiments

s Maintaining the school's three key curriculum strands of vocational, academic and ciealive
pathways

o Capitalising fully on the strong Ofsted report

o Maintaining the school's positive destinations data

The purpose of the system of internal control

The syslem of internal control is designed to manage risk fo a reasonable level rather than to eliminate
all risk of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and
not absolule assurance of effectiveness. The system of intemal 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, to evaluate the likelihood of those risks being reatised and the impact should they be realised,
and to manage them efficiently, effectively and econotnically. The system of intemal control has been
in place in North Kesteven Academy for the year ended 31 August 2017 and up to the date of approval
of the annual report and financial statements.

Capacity to handle risk

The trustees have reviewed the key risks to which the academy frust is exposed together with the
operating, financial and compliance controls that have been implemented to mitigate those risks. The
trustees are of the view that there is a formal on-going process for identifying, evaluating and managing
the academy trust's significant risks that has been in place for the year ended 31 August 2017 and up
to the date of approval of the annual report and financial statements. This process is regularly reviewed
by the board of trusless.
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North Kesteven Academy
Governance Statement (continued)

For the year ended 31 August 2017

|

The Risk and Control Framework

The academy trust's system of interal financial controlis 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:

o comprehensive budgeting and monitoring systers with an annual budget and periodic financial
reporls which are reviewed and agreed by the board of frustees;

o regular reviews by the Finance and Audit Commiltee of reporis which indicate financial performance

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

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

delegation of authority and segregation of dulies;

setling targets to measure financial and other performance;

identification and management of risks.

@ o o ©

During 2016, the board of trustees appointed Nicholsons, Chartered Accountants as internal auditor. A
programme of internal audit work has been agreed by the Finance & Audit Committee and intemal audit
reviews of Key Financial Controls have taken took place in both 2016 and 2017.
The internal auditor's role includes performing a range of checks on the academy trust’s financial
systems. In particular the checks carried out in the current period included:

o testing of purchase systems

o tesling of control account/bank reconciliations

Review of effectiveness

The Accounting Officer has responsibility for reviewing the effectiveness of the system of intemal
control. During the year in question, the review has been informed by:

the work of the internal auditor

the work of the external auditor

the financial management and governance self-assessment process

the work of the executive managers within the academy trust who have responsibility for the
development and maintenance of the internal control framework.

e @ o o

The Accounting Officer has been advised of the implications of the result of their review of the system
of internal contro! by the Finance and Audit Committee and a plan to address weaknesses and ensure
continuous improvement of the system is in place.

Approved by order of the members of the board of trustees on 12 December 2017 and signed on its
behalf by:

M A Taylor N Wilkinson-McKie
Chair Accounting Officer
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North Kesteven Academy
Statement on Regularity, Propriety and Compliance

For the year ended 31 August 2017

As Accounting Officer of North Kesteven Academy, | have considered my responsibility to notify the
academy ftrust board of trustees and the Education and Skills Funding Agency (ESFA) of material
iregularity, impropriety and non-compliance with ESFA terms and conditions of funding, under the
funding agreement in place between the academy trust and the Secretary of State. As part of my
consideration, | have had due regard to the requirements of the Academies Financial Handbook.

I confirm that § and the academy trust board of trustess are able to identify any material imegular 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 Financlal Handbook.

I confinm that other than the matter below, no instances of material iregularity, impropriety or funding
non-compliance have been discovered to date. If any instances are identified afler the date of this
statement, these will be nolified to the board of trustees and ESFA.

On one accasion the Academy Trust entered into its overdraft facility on one of its bank accounts without
prior approval from the ESFA. This was due to an administrative error during a holiday period and was

comrected the next working day. At the time there were sufficient funds held in other bank accounts. The
matter has been reported to the ESFA.

N Wilkinson-McHie
Accounting Officer

42 Decembar 2017
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North Kesteven Academy
statement of Trustees’ Responsibilities

For the year ended 31 August 2017

The trustees (who also act as governors of North Kesteven Academy and are also the directors of the
charitable company for the purposes of company law) are responsible for preparing the Trustees’ Repaort
and the financial statements in accordance with the Annual Accounts Direclion published by the
Education and Skills Funding Agency, United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice) and applicable law and regulations. '

Company law requires the frustees to prepare financial statements for each financial year. Under
company law, the trustees must not approve the financial statements unless they are satisfied that they
give a true and fair view of the statement of affairs of the charitable company and of its incoming
resources and application of resources, including its income and expenditure for that peried. In
preparing these financial statements, the trustees are required {o:

o select suitable accounting policies and then apply them consistently
observe the methods and principles in the Charities SORP 2015 and the Academies Accounts
Direction 2016 to 2017

s make judgements and accounling eslimates that are reasonable and prudent
state whether applicable UK Accounting Standards [FRS 102] have been followed, subject to any
material depariures disclosed and explained in the financial statements

o preparé the financial statements on the going concern basis unless it is inappropriate to presume
that the charilable company will continue in business

The trustees are responsible for keeping adequate accounting records 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 financial statements
comply with the Companies Act 2008. They are also responsible for safeguarding the assets of the
charitable company and hence for taking reasonable steps for the prevention and detection of fraud and
other iregularities.

The trustees are responsible for ensuring that in ils conduct and operation, the charitable company
applies financial and other controls which conform to the requirements of both propriety and of good
financial management. They are also responsible for ensuring grants received from the 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 on the charitable company’s website. Legislation in the United Kingdom goveming ihe
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Approved by order of the members of the board of trustees on 12 December 2017 signed on its behalf
by:

M A Taylor
Chair
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North Kesteven Academy

Independent Auditor’s Report on the Financial Statements to the
Members of North Kesteven Academy

For the year ended 31 August 2017

Opinion

We have audited the financial statements of North Kesteven Academy (the ‘Academy’) for the year

ended 31 August 2017, which comprise the Statement of Financial Activilies incorporating Income and

Expenditure Account, Balance Sheet, Statement of Cash Flows, and Notes to the Financial Statements,

including a summary of significant accounting policies. The financial reporting framework that has been

applied in their preparation is applicable law and United Kingdom Accounting Standards (United

Kingdom Generally Accepted Accounting Practice), including FRS 102 "The Financial Reporting

Standard applicable in the UK and Republic of Ireland’, the Charities SORP 2015 and the Academies

Accounts Direction 2016 to 2017 issued by the Education and Skills Funding Agency.

This report is made solely to the Academy's Trustees, as a body, in accordance with Chapter 3 of Part

16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the

Academy’s trustees those matters we are required to state to them in an auditor’s report and for no other

purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone

other than the Academy and its Trustees, as a body, for our audit work, for this report, or for the opinions
we have formed. :

In our opinion the financial statements:

- give a true and fair view of the state of the Academy’s affairs as at 31 August 2017 and of its incoming
resources and application of resources, including its income and expenditure, for the year then
ended;

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

- have been prepared in accordance with the requirements of the Companies Act 2006, the Charities
SORP 2015 and the Academies Accounts Direction 2016 to 2017 issued by the Education and Skills
Funding Agency.

Basis for opinion

We conducied our audit in accordance with Inteinational Standards on Auditing (UK) (1ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
Academy in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audil evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require

us to report to you where:

« the Trustees use of the going concem basis of accounting in the preparation of the financial
statements is not appropriate; or

« the Trustees have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the Academy’s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

The Trustees are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicilly stated in our report, we do not express any form of assurance conclusion thereon.
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North Kesteven Academy

Independent Auditor’s Report on the Financial Statements to the
Members of North Kesteven Academy (continued)

For the year ended 31 August 2017

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

We have nothing to report in this regard.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

« the information given in the for the financial year for which the financial statements are prepared is
consistent with the financial statements; and

- the Strategic Report and Trustees' Report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of our knowledge and understanding of the company and its environment obtained in the

course of the audit, we have not identified material misstatements in the Strategic Report and Trustees’

Report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires

us to report to you if, in our opinion:

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

« the financial statements are nol in agreement with the accounting records and retumns; or

« certain disclosures of Trustees remuneration specified by law are not made; or

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

Responsibilities of Trustees

As explained more fully in the Statement of Trustees’ Responsibilities on page 17, the Trustees are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such intenal control as the Trustees determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
ervor.

In preparing the financial statements, the Trustees are responsible for assessing the Academy’s abilily
to continue as a going concem, disclosing, as applicable, matters related to going concern and using
the going concem basis of accounting unless the Trustees either intend to liquidate the Academy or to
cease operations, or have no realistic altemative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements 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. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the

aggregate, they could reasonably be expected to influence the economic decisions of users taken on

the basis of these financial statements.

As part of an audit in accordance with 1SAs (UK), we exercise professional judgement and maintain

professional scepticism throughout the audit. We also:

« ldenlify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
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North Kesteven Academy

independent Auditor’s Report on the Financial Statements to the
Members of North Kesteven Academy (continued)

For the year ended 31 August 2017

involve collusion, forgery, intentional omissions, misrepresentations, or the overide of intemal
contral,

«  Obtain an understanding of intemal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Academy’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Trustess.

. Conclude on the appropriateness of the Trustees use of the going concem basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Academy’s ability to continue as a going concem.
if we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
reporl to the refated disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Academy to cease to continue
as a going concem.

- Evaluate the overall presentation, struclure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair preseniation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the enfities or
business activilies within the Academy to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Academy audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with govemnance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal conirot ihat we identify during our audit.

Alan 'ﬁ'éé'ﬁiﬁ'ﬁk% {Senior Statutory Auditor)

For and on behalf of Forrester Boyd, Statutory Auditor

Waynflete House
139 Eastgate
Louth
Lincolnshire
LN11 9QQ

Date:. 27 RECEDer 2004
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North Kesteven Academy

Statement of Financial Activities
(including Income and Expenditure Account)

For the year ended 31 August 2017

Income and endowments from:
Donations and capital grants

Charitable activities:

Academy Trust's educational aperations

Other trading activilies
Investment income

Total
Expenditure
Charitable activities:

Academy Trust's educational operations
Other trading activities

‘fotal
Net income/{expenditure}

Transfers between funds

Net expenditure for the year

Ofher recognised gains and losses:
Revaluation of school buildings
Actuarial gains/(losses) on defined
benefit pension scheme

Net mmovement in funds

Recongiliation of funds
Total funds brought forward

Total funds carried forward

Restricted
Restricted Fixed
Unresiricted General Asset Total Total
Funds Funds Funds 2017 2016
Note £000 £000 £000 £000 £000
2 20 - 40 60 49
3 - 6,085 - 6,085 6,578
4 380 38 - 418 487
5 1 - - 1 2
401 6,123 40 6,564 7,116
6 - 6,534 284 6,818 7.524
6 357 - - 357 380
357 6,534 284 7,475 7,884
44 (411) (244} (671} (768)
15 (44) (3) a7 - -
- (414) (97) _ (611)  __(768)
- - - - 1,956
24 323 - 323 (1,182)
- (91) (197) (288) 6
20 (3,083) 12,602 9,529 9,523
15 20 (3.184) 12,405 9,241 9,529

Al of the Academy Trust's activities derive from continuing operations during the above financial ygars.

The notes on pages 24 te 43 form part of these financial statements.
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North Kesteven Academy

Balance Sheet as at 31 August 2017

Company Number: 07657605

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more than
one year

Net assets excluding pension liability

Pension scheme liability
Total net assets

Funds of the academy trust:

Restrictad funds

Fixed asset fund

Other Reserve

General fund

Restricted funds excluding pension reverse
Pension reserve

Total restricted funds

Tota! unrestricted funds
Total funds

Note

11

12

13

14

24

15

15

15,24

15

2017 2017 2016 2016
£000  £000  £000 £000
12,405 - 12,602
399 189
337 722
736 011
(556) 517
180 304
12,585 12,996
___{306) . (339)
12,279 12,657
(3,038) (3.128)
9,241 9,529
10,449 10,646
1,956 1,956
(146) 35
12,259 12,637
_(3,038) (3.128)
9,221 9,509
20 20
9,241 _ 9529

The financial statements on pages 21 to 43 were approved by the trustees and authorised for issue on
12 December 2017 and are signed on their behalf by:

i

M A Taylor
Chair of Trustees

Tha notes on pages 24 to 43 form part of these financial statements.
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North Kesteven Academy

Statement of Cash Flows

For the year ended 31 August 2017

Cash flows from operating activities
Nel cash flow used in operating activities
Cash flows from investing activities

Cash flows from financing activities

{Pecrease)lincrease in cash in the year

Reconciliation of net cash flow to movement in net
funds

Cash and cash equivalents at 1 September

Cash and cash equivalents at 31 August

The notes on pages 24 to 43 form part of these financial statements
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Note

19
21

20

22

22

2017 2016
£000 £000
(335) (477)
(47) (125)
(32) (30)
(414) (632)
722 1,354
308 722




North Kesteven Academy
Notes to the Financial Statements

For the year ended 31 August 2017

Statement of accounting policies

Basis of preparation

The financial statements of the academy frust, which is a public benefit entity under FRS 102, have
been prepared under the historical cost 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 Standard applicable in the UK and Republic of Ireland
(FRS 102) (Charities SORP (FRS 102)), the Academies Accounts Direction 2016 to 2017 issued
by the ESFA, the Charities Act 2011 and the Companies Act 2006.

North Kesteven Academy meets the definition of a public benefit entity under FRS 102.

Going concern

The frustees assess whether the use of going concemn 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 frust to continue as a going concem. The trustees make this assessment in respect of a
period of at least one year from the date of authorisation for issue of the financial statements and
have concluded that the academy trust has adequate resources to continue in operational
existence for the foreseeable future, and there are no material uncertainties about the academy
trust's ability to continue as a going concem, thus they continue to adopt the going concen basis
of accounting in preparing the financial statements.

Income
All incoming resources are recognised when the academy trust has entitlement to the funds, the
receipt is probable and the amount can be measured with reliability.

- 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 any performance-
related conditions there is not unconditional entittement to the income and its recognition is
deferred and included in creditors as deferred income until the performance-related conditions
are met. Where eniitiement occurs before income is received, the income is accrued.

General Annual Grant {GAG) is recognised in full in the Statement of Financial Activities in the
year for which it is receivable and any abatement in respect of the period is deducted form
income and recognised as a liability.

Capilal grants are recognised when there is an unconditional entilement to the grant. Unspent
amounts of capital grant are reflected in the balance in the restricted fixed asset fund. Capital
grants are recognised when there is entitlement and are nol deferred over the life of the asset
on which they are expended.

Other grants are recognised in the period in which they are receivable to the extent the
conditions of funding have been met. Where income is received in advance of entittement its
recognition is deferred and included in creditors as deferred income untll the performance ~
refated conditions are met.

- Sponsorship income
Sponsorship income provided to the academy trust which amounts lo 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 it can be measured
reliably.
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North Kesteven Academy
Notes to the Financial Statements

For the year ended 31 August 2017

Statement of accounting policies {continued)

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

Other 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 goods, facilities and services

Goods donated for resale are included at fair value, being the expected proceeds from sale
less the expected costs of sale. If it 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 activities™. Where it is impractical to fair value the items, they are nof recognised
in the financiat statements until they are sold. The income is recognised within “Income from
other trading activites”.

Donated fixed assets

Where donated goods are fixed assets they are measured at fair valus, unless it is impractical
to measure this reliably, in which case the cost of the itam to the donor should be used. The
gain is recognised as income from donations and a corresponding amount is included in the
appropriate fixed asset category and deprecialed over the useful economic life in accordance
with the academy trust’s accounting policies.

Interest receivable
Interest receivable is included in the Statement of Financial Activities on a receivable basis,
and is stated inclusive of related tax crediis.

Expenditure

Expendilure is recognised once there is a legal or consliuctive obligation to transfer economic
benefit to a third parly, it is probable that a transfer of econcmic benefits will be required in
setlement and the amount of the obligation can be measured reliably. Expenditure is classified by
aclivity. The costs of each aclivity are made up of direct cosls and shared costs, including support
cosls involved in undertaking each aclivity. Direct costs atiributable ta a single actlivity are allocated
directly to that activity. Shared costs which contribute 1o more than one activity and support costs
which are not attributable to a single aclivity are apportioned between those activities on a basis
consistent with the use of resources. Central staff costs are allocated on the basis of time spent,
and depreciation charges allocated on the portion of the assel's use.

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

Charitable activities

These are cosis incurred on the academy trust’s educational operations, including support
costs and costs relating to the govemnance of the academy trust apportioned to charitable
activities, :

All resources expended are inclusive of irrecoverable VAT,
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North Kesteven Academy
Notes to the Financial Statements

For the year ended 31 August 2017

Statement of accounting policies {continued)
Intangible fixed assets

intangible assets cosling £1,000 or more are capitalised and recognised when future economic
benefits are probable and the cost or value of the asset can be valued reliably. Intangible assets
are initially recognised at cost and subsequently measured at cost net of amortisation and any
provision for impairment. Amortisation is provided on intangible fixed assets at a rate calculated to
write off the cost of each asset on a siraight-line basis over its expected useful lives, as follows:

Purchased computer software - 3 years

Tangible fixed assets
Assets costing £1,000 or more are capitalised as tangible 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 seclor, they are included in the Balance Sheet at cost and
depreciated over their expected useful economic life. Where there are specific conditions attached
to the funding requiring the continued use of the asset, the related grants are credited to a restricted
fixed asset fund in the Statement of Financial Activities and carried forward in the Balance Sheet.
Deprecialion on the relevant assels is charged direclly to the restricted fixed asset fund in the
Statement of Financial Activities. Where tangible fixed assets have been acquired with unreslricted
funds, depreciation on such assets is charged, with this amount being reduced over the useful
economic life of the related asset on a basis consistent wilh the academy trust's depreciation policy,
the corresponding amount charged to the restricted fixed asset found in the Statement of Financial
Activities.

Depreciation is provided on ali tangible fixed assets other than freehold land, at rates calculaled to
write off the cost of each asset on a straight-line basis over its expected useful lives, as follows:

Freehold buitdings - B0 years/20years
Fumiture and equipment - 10 years

Motor vehicles - 7 years
Computer equipment - byears

Assels in the course of construction are included at cost. Depreciation on these assets is not
charged until they are brought into use.

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. Shorifalls between the cammying
value of fixed assets and their recoverable amounts are recognised as impairments. Impairment
losses are recognised in the Statement of Financial Activities.

Liabilities

Liabilities are recognised when there is an obligation at the balance sheet date as a result of a past
event, it is probable that a transfer of economic benefit will be required in settlement, and the
amount of the setliement can be estimated reliably. Liabilities are recognised at the amount that
the academy trust anticipates it will pay to settle the debt or the amount it has received as advance
payments for goods or services it must provide.
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North Kesteven Academy
Notes to the Financial Statements

For the year ended 31 August 2017

Statement of accounting policies (continued)

Provisions

Provisions are recognised when the academy trust has an obligation at the reporting dafe as a
result of a past event which it is probable will result in the transfer of economic henefits and the
obligation can ba estimated reliably.

Provisions are measured at the best estimate of the amounts required to settle the obligation.
Where the effect of the time value of money is material, the provision is based on the present value
of those amounts, discounted at the pre-tax discount rate that reflects the risks specific to the
liability. The unwinding of the discount is recognised within interest payable and similar charges.

Leased assets
Rentals under aperating leases are charged on a straight line basis over the lease term.

Financial Instruments
The academy trust only holds basic financlal instruments as defined in FRS 102. The financial
assets and financial liabilities of the academy trust and their measurement basis are as follows:

Financial assets — trade and other debtors are basic financial instruments and are debt instruments
measured at amortised cost as detaited in note 12. Prepayments are not financial instruments.

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

Financial liabilities — trade creditors , accruals and other creditors are financial instruments, and are
measured at amortised cost as detailed in notes 13 and 14. Taxation and social security liabililies
are not included in the financial instruments disclosure dafinition. Deferred incoma is not deemed
to be a financial liabilily, as the cash settlemant has already taken place and there is an abligation
{o deliver services rather than cash or another financial instrument.

Taxation

The academy trust is considered to pass the tests set out in Paragraph 1 Schedule 6 of the Finance
Act 2010 and therefore it meets the definition of a charitable company for UK corporation tax
purposes. Accordingly, the Academy Trust is potentially exempt from taxation in respect of income
or capital gains received within categories covered by Chapter 3 Part 11 of the Corporation Tax Act
2010 or Section 256 of the Taxation of Chargeable Gains Act 1992, to the extent that such income
or gains are applied exclusively to charitable pumoses.

Pension benefits

Retirement benefits to employees of the academy trust are provided by the Teachers’ Pension
Scheme {TPS') and the Local Government Pension Scheme ('LGPS’). These are defined benefit
schemes. .

The TPS is an unfunded scheme and confributions are calculated so as to spread the cost of
pensions over employees’ working fives with the trust in such a way that the pension cost is a
substantially tevel percentage of current and future pensionable payroll. The contributions are
determined by the Govemment Actuary on the basis of quadrennial valuations using a prospeclive
benefit method. As stated in Note 24, the TPS is a multi-employer scheme and there is insufficient
information available to use defined benefit accounting. The TPS is therefore treated as a defined
contribution scheme for accounting purposes and the confributions recognised in the period to
which thay relate.
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Statement of accounting policies (continued)}

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
liabilities are measured on an actuarial basis using the projected unit 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 liabilities. The actuarial valuations are obtained at least triennially and are updated
at each balance sheet date. The amounts charged to operating surplus are the cumrent service
costs and the costs of scheme introductions, benefit changes, settlements and curtailments. They
are included as part of staff costs as incurred. Net interest on the net defined benefit liability/asset
is also recognised in the Statement of Financial Activities and compromises the interest cost on the
defined benefit obligation and the interest income on the scheme assets, calculated by mulliplying
the fair value of the scheme assets at the beginning of the period by the rate used to discount the
benefit obligations. The difference between the interest income on the scheme assets and the
actual retumn on the scheme assets Is recognised in other recognised gains and losses.

Actuarial gains and losses are recognised immediately in other gains and losses.

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.

Resiricted general funds compromise all other restricted funds received with restrictions imposed
by the funder/donor and include grants from the Education and Skills Funding Agency or the
Department for Education.

Critical accounting estimates and assumptions.

The Academy Trust makes estimates and assumptions concerning the future. The resulting
accouniing estimates and assumplions will, by definition, seldom equal the related actual results.
The estimates and assumptions that have a significant risk of causing a malerial adjustnent to the
carrying amounts of assets and liabilities within the next financial year are discussed below.

The present value of the Local Government Pension 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 (income) for pensions include the discount rate. Any
changes in these assumptions, which are disclosed in note 24, will impact the carmying amount of
the pension lability. Furthermore a roll forward approach 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 2017. Any differences between the figures derived from the roll
forward approach and a full actuarial valuation would impact on the carrying amount of the pension
liability.

Agency accounting

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 aver the charitable application of the funds.
The trust can use up to 5% of the allocation towards its own administration costs and this is
recognised in the statement of financial activities. The funds received and paid and any balances
held are disclosed in note 26.
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2. Donations and capital grants

Capital grants
Other donalions
Total

3. Funding for the Academy Trust’s educational operations

DfE/EFA grants
General Annual Grant (GAG)
Other DIE/EFA granis

Other Government grants
Special education projects

Total

4. Other trading activities

Catering income
Other income
Total

Unrestricted Restricted Total Total
Funds Funds 2017 2016
£000 £000 £000 £000
- 40 490 27
20 - 20 22
20 40 60 49
Unrestricted Restricted Total Total
Funds Funds 2017 2016
£000 £000 £000 £000
- 5,653 5,653 6,177
“ 292 292 280
- 5,945 5,945 6,457
- 140 140 121
=== 6,085 6,085 6,578
Unrestricted Restricted Total Total
Funds Funds 2017 2016
£000 £000 £000 £000
334 - 334 307
46 38 84 180
380 38 418 487
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5. Investment income

Unrestricted Restricted Total Total
Funds Funds 2017 2016
£000 £000 £000 £000
Investment income 1 - 1 2
Total 1 - 1 2
6. Expenditure
Non Pay expenditure
Staff Total Total
costs Premises Other 2017 2016
£000 £000 £000 £000 £000
Academy Trust's educational operations
-Direct costs 4,454 - 427 4,881 5,708
-Allocated supporl costs 755 767 415 1937 1816
5,209 767 842 6,818 7,524
Other trading activities 188 - 169 357 360
Total expenditure 5397 767 1011 _7.175 7,884
Net income/(expenditure) for the period includes:
2017 2016
£000 £000
Depreciation 284 232
Fees payable to auditor for:
- audit 8 8
- other services 1 1
Operating lease rentals 30 30
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7. Charitable activities

Toftal Total
2017 2016
£000 £000
Direct costs:
Teaching and educational support staff costs 4,454 5,194
Educational supplies 98 102
Educational visits 30 122
Examination fees 145 126
Staff development 1 10
Educational consultancy 119 126
Other direct costs 24 28
4,881 5,708
Allocated support costs:
Support staff costs 539 597
Pension cost from defined benefit scheme FR5102 report 166 93
Depreciation 284 232
Recruitment and support 35 8
Premises costs 483 448
Insurance 50 51
Security and fransport 21 12
Bank interest and charges 21 23
Net interest cost from defined benefit pension scheme FRS102 report 67 69
Other support cosis 209 272
Govemarice costs 12 "
1,937 1,816
Total 6,818 7,524
8. Staff
a} Staff costs
Staff costs during the year were: Total Total
2016 2015
E£000 £000
Wages and salaries 4,011 4,693
Sacial security costs 338 379
Qperating costs of defined benefit pension schemes 822 938
Apprenticeship levy 2 -
Total Staff costs 5173 6,010
Staff supply costs 216 80
Staff restructuring costs 8 48
Total 5,397 6,138

The restructuring costs shown above comprised £4k of statutory redundahcy payments and
£4k in respect of seitlement payments.
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8. Staff (continued)
b) Staff numbers

The average number of persons (including senior management team) employed by the
academy during the year was as follows:

2017 2016

No. No.

Teachers 72 88
Administration and support 71 92
Management 10 ]
Total 153 189

The average number of persons (including senior management team) employed by the
Academy during the year expressed as full time equivalents was 130.

¢} Higher paid staff

The number of employees whose employee benefits (excluding employer pension costs)

thai exceeded £60,000 was:
2017 2016
No. No.
£60,001 - £70,000 1 2
£70,001 - £80,000 1 -
£80,001 - £80,000 - .
£80,001 - £100,000 - -
£100,001 - £110,000 - 1

All of the above employees participated in the Teachers’ Pension Scheme, a defined
benefit scheme.

d) Key management personnel

The key management persennel of the academy trust comprise the trustees and the senior
leadership team as listed on page 1. The total amount of employee benefits {including
employer pension contributions) received by the key management personnel for thelr
services to the academy trust was £590,567 (2016: £641,628).
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9. Related Party Transactions - Trustees’ remuneration and expenses

The Head teacher and other staff trustees only receive remuneration in respect of services
they provide undertaking the roles of Head teacher and staff members under their contracts
of employment and not in respect of their services as trustees. Other Trustees did not
receive any payments from the academy trust in respect of their role as Trustees.

The previous Head teacher (M Connor) retired on 31 August 2016, while N Wilkinson-
McKie joined the Academy as Head teacher on 31 October 2016.

Total remuneration in respect of the Head teacher was £76,767 (2016: £103,060).

The head feacher accrued retirement benefits under the Teacher's Pension Scheme. The
contributions paid in the year amounted to £12,689 (2016: £16,984).

M Gallimore (staff trustee), received remuneration of £19,792 in 2017 (2016: £1 8,987) and
is accruing retirement benefits under the Local Govemment Pension Scheme. The
contributions paid in the year amounted to £3,818 (2016: £3,770).

R Shore (staff trustee), received remuneration of £18,452 in 2017 (2016: £21,222) and
retired fror his employment with the Academy on 19 July 2017 — no remuneration was
paid for the period after this date. Post retirement, Mr Shore remains a community trustee
of the Academy.

During the year to 31 August 2017, £344 in total was reimbursed in respect of out of pocket
trave! and subsistence expenses to one trustee (the Head teacher) (2016: £nil).

Related party transactions involving the Trustees are set out in Note 25.

10. Trustees' and officers’ insurance

The Academy Trust has opted into the Department for Education's Risk Prolection
Arrangment (RPA), an altemalive to insurance where the UK Govemment funds cover
losses that arise. The scheme protects trustees and officers from claims arising from
negligent acts, ermors or omissions oceurring whilst on academy business and provides an
unlimited cover. It is not possible to quantify the trustees and officers indemnity element
from the overall cost of the RPA scheme.

In the previous year, the Academy procured more traditional commercial insurance for this
purpose, at a cost of £1,000 and providing cover of up to £2,000,000 for any one claim.
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11. Tangible fixed assets

Freehold Furniture,
land & equipment Computer Total
buildings & vehicles equipment 2017
£000 £000 £000 £000
Cost
1 September 2016 12,383 301 81 12,765
Additions 16 5 56 87
31 August 2017 12,399 316 137 12,852
Depreciation
1 September 2016 - 121 42 163
Charged in year 246 25 13 284
31 August 2017 246 146 55 447
Net book values
31 August 2017 12,153 170 82 12,405
31 August 2016 12,383 180 39 12,602

Included in the total cost of freehold land & buildings of £12,211,000 is £1,410,000 of land
which is not depreciated.

The academy’s buildings were revalued at 31 March 2016. The valuation was carried out
in accordance with the Statement of Asset Valuation Practice and Guidance Notes of the
Royal Institute of Chartered Surveyors. The valuation was undertaken by Mr G Tyemrman
MRICS, on behalf of Kier.

12. Debtors

2017 2016

£000 £000
Trade debfors 159 52
Prepayments and accrued income 165 110
VAT 69 18
Other debtors 6 9
Total 399 189

All amounts shown within debtors fall due for payment within one year.

34



North Kesteven Academy
Notes to the Financial Statements

For the year ended 31 August 2017

13. Creditors: amounts falling due within one year

2017 2016

£000 £000

Bank overdrait ‘ 29 -
Trade creditors 225 98
Taxation & social security creditors 92 136
Other creditors 111 147
Accruals and deferred income 99 136
Total 556 517
Deferred income: 2017 2016
£000 £000

Deferred income at 1 September 14 : 15
Income deferred in the year 8 14
Amounts released from previous years ‘ (14) (15)
Total 8 14

Included in Other Creditors is the element of loans due for repayment within one year being
£49,561. Full details of the loans are shown below.

Included in deferred income is a £7k from a Ministry of Defence grant received March 2017
for raising attainment of services-family students, and £1k in respect of a grant for the
training and development of Mathematics teachers. Bolh grants are planned to be spent
during 2017/2018.

14. Creditors: amounts falling due after more than one year

2017 2016
£000 £000

Loans inherited on conversion
Amounts due within 2 to 5 years 154 145
Amounts due after more than b years I - S |
306 339

The balance above is comprised of three separate capital loans with Lincolnshire County
GCouncil which were transferred to the academy trust on conversion. The amounts
repayable within one year are included in Creditors due within one year under Other
Creditors above (2017 - £49,561; 2016 - £31,725). Details of these loans are shown below:

Date of loan Term  Original Interest Balance at Amount  Amount due

Amount Rate per 31 August due in more than
annum 2017 within one year
one year
01/06/1999 25yrs 400,000 5.250% 177,371 30,184 147,187
19/06/2002 25yrs 150,000 6.000% 89,867 9,686 80,181
19/07/2002 25yrs 150,000 5.625% 88,251 9,691 78,560
Total 700,000 355,489 49,561 305,928
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15.

Funds
Balance
Balance at 1 Gains, at 31
September : losses & August
2016 Income Expenditure transfers 2017
_ £000 £000 £000 £000 £0600
Restricted general funds
General Annual Grant
(GAG) 406 5,717 (5,895) (19) 209
Pupil Premium - 228 (228) - -
Local Authority grants - 140 (140) - -
Other restricted income - 38 (38) - -
Inherited loan (371) - - 16 {355)
Pension reserve (3,128) - (233) 323 (3,038)
(3,093) 6,123 {6,534) 320 {3,184)
Restricted fixed asset
funds
DIE/EFA capital grants 1,017 40 - - 1,067
Capital expenditure from
GAG or other funds 541 - - 47 588
Assets transferred on
conversion 9,088 - (284) - 8,804
Qther Reserves 1,956 - - - 1,956
12,602 10 (284) 47 12,405
Total rastricted funds 9,509 6,163 (6,818) asr 9,221
Unrestricted funds
- General - 401 (357) (44) -
- Designated
Thealse fund 20 e - - 20
Total unrestricted funds 20 401 {357) (44} 20
Total funds 9,529 6,564 {7.175) 323 9,241

During the year a transfer of £44k was made from unrestricted funds to restricted general funds.
The trust has historically generated large amounts of unrestricted income and made the decision
to transfer this amount to support the restricted funds. £47k was transferred from Restricted
General Funds to the Restricted Fixed Assets Fund to support the purchase of Tangible Fixed
Assets from the Academy's own reserves in the year.

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 2017.

Restricted general funds

General Annual Grant (GAG), other DfE/ESFA grants and local authority grants are to be applied
far the primary purpose of the Academy Trust in line with the master funding agreement and other
specific funding letters.

Restricted fixed asset funds

The restricted fixed asset funds relate predominantly to the assets acquired on conversion to an
Academy Trust, being the property. The other reserve represents the unrealised gainon revaluation
of the main school buildings.
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15. Funds {continued)

Unrestricted funds

Unrestricted funds represent other incoming resources to the Trust applied for the general
purposes of the Trust at the discretion of the Trustees. The designated Thealre fund is held
as a contingency for emergency expenses such as repairs and maintenance.

The academy trust is carrying a net deficit of (£126,000) on restricted general funds
(excluding pension reserve) plus unrestricted funds because of the operating deficits seen
in recent years and also because of long term loans included here (currently £355,000).
The trust's financial strategy was updated in summer 2017 and plans to continue with
efficiency savings and run the academy at an operating break-even (or better) to retumn
these funds to surplus.

16. Analysis of net assets between funds

Restricted
Restricted fixed
Unrestricted general asset Total
funds funds funds funds
£000 £000 £000 £000
Tangible fixed assets - - 12,405 12,405
Current assets 20 687 - 707
Current liabilities - (527) - (527)
Long term liabilities - (306) (306)
Pension scheme liability - (3,038) - (3,038)
Total net assets 20 (3,184) 12,406 9,241
17. Capital commitments
2017 2016
£000 £000

Contracted for, but not provided in the financial statements - -

18. Commitments under operating leases
Operating leases

At 31 August in each year the total of the academy trust's future minimum lease payments
under non-cancellable operating leases was:

2017 2016

£000 £000

Amounts due within one year 16 12

Amounts due between one and five years 48 -
e 12
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19. Reconciliation of net incomef{expenditure} to net cash flow from operating activities

2017 2016
£600 £000
Net {(expenditure) for the reporting period (as per the statement of {611) {768)
financial activities)
Depreciation {nofe 11) 284 232
Capital grants from DfE and other capital income {40) (27)
Interest receivable {1) (2)
Defined benefit pension scheme cost less confributions payable 166 a3
{note 22)
Defined benefit pension scheme pension finance costs (note 22) 67 69
{Increase) in debtors (210) (61)
increase/(decrease) in creditors excluding overdraft 10 (13)
Net cash {outflow} from operating activities (335) {477)
20. Cash flows from financing activilies
2017 2016
£000 £000
Repayment of borrowing (33) (32)
Interest received 1 2
Met cash inflow from returns on invesiment and o -
servicing of finance (32) {30)
21. Cash flows from investing activities
2017 2016
£000 £000
Purchase of tangible fixed assels {87) {152)
Capital grants from DIE/EFA 40 27
Net cash {outflow)/inflow from capital expenditure and
financlal Investment (47) {125)
22. Analysis of changes in net funds
At1 At 31
September Cash August
2016 flows 2017
£000 £000 £000
Cash in hand and at bank 722 {414) 308
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23. Members' liabilities

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

24. Pension and similar obligations

The Academy Trust's employees belong fo two principal pension schemes: the Teachers’
Pension Scheme England and Wales (TPS) for academic and related staff; and the Local
Govermnment Pension Scheme (LGPS) for non-teaching staff which is managed by
Lincotnshire County 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 of the LGPS 31 March 2016.

There were no outstanding or prepaid contributions at either the beginning or the end of
the financial year for the TPS. Contributions of £17,045 (2016: £24,910) were payable to
the LGPS at 31 August 2017 and are included within creditors.

Teachers’ Pension Scheme

The Teachers' Pensions Scheme (TPS) is a statutory, conliibutory, defined benefit
scheme, governed by the Teachers' Pensions Regulations (2010} and from 1 April 2014,
by the Teachers' Pensions Scheme Regulafions 2014. Membership is automatic for full-
time teachers in academies and, from 1 January 2007, autornatic for teachers in part-time
employment fallowing appointment or a change of contract, although they are able to opt
out.

The TPS is an unfunded scheme and members contribute on a ‘pay as you go' basis —
these contributions along with those made by employers are credited to the Exchequer.
Retirement and other pension benefits are paid by public funds provided by Parliament.

Valuation of the Teachers’ Pensions Scheme

The Govemment Actuary, using normal acluarial principles, conducts a formal actuarial
review of the TPS in accordance with the Public Service Pensions (Valuations and
Employer Cost Cap) Directions 2014 published by HM Treasury. The aim of the review is
to specify the level of future contributions. Actuarial scheme valuations are dependent on
assumptions about the value of future costs, design of benefits and many other factors.
The latest acluarial valuation was carried out as at 31 March 2012 in accordance with the
Public Service Pensions (Valuations and Employer Cost Cap)} Directions 2014. The
valuation report was published by the Department for Education on 9 June 2014. The key
elements of the valuation and subsequent consultation are:
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24. Pension and similar obligations (continued)

e Employer contribution rates set at 16.48% of pensionable pay (including a 0.08%
employer administration charge)

e  Total scheme liabilities (pensions currently in payment and the estimated cost of future
benefits) for service to the effective date of £191,500 million, and notional assets
(estimated future contributions together with the notional investments held at the
valuation date) of £176,600 million giving a notional past service deficit of £14,900
million

=  An employer cost cap of 10.9% of pensionable pay will be applied to future valuations
The assumed real rate of return is 3.0% in excess of prices and 2% in excess of
eamings. The rate of real eamings growth is assumed to be 2.76%. The assumed
nominal rate of retumn is 5.06%.

Previously, the employer contribution rate was 14.1%. The TPS valuation for 2012
determined an employer rate of 16.4% which was payable from September 2015. The next
valuation of the TPS is cuirenly underway based on April 2016 data, whereupon the
employer contribution rate is expected to be reassessed and will be payable from 1 April
2019.

The pension costs paid to TPS in the period amounted to £688,000 (2016: £861,000).

A capy of the valuation report and supporting documentation is on the | eachers Pensions
website.

Under the definitions set out in FRS 102, the TPS is a 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 lrust has set out the information available on the
scheme.

Local Government Pension Scheme

The LGPS is a funded defined benefit scheme, with the assels held in separale trustee-
administered funds. The total contribution made for the year ended 31 August 2017 was
£257,000 (2016: £293,000) of which employer's contributions totalled £197,000 (2016:
£224,000) and employees’ contributions totalled £60,000 (2016: £69,000). The agreed
contribution rates for future years are 18.7% for employers and between 5.5% and 12.5%
for employees.

Parliament has agreed, at the request of the Secretary of State for Education, to a
guarantee that, in the event of an academy closure, outstanding Local Government
Pension Scheme liabilities would be met by the Department for Education. The guarantee
came in force on 18 July 2013.

Principal Actuarial Assumptions At 31 At 31
August August

2017 2016

Rate of increase for pensions in payment/inflation 2.4% 21%
Rate of increase in salaries 2.8% 3.6%
Discount rate for scheme liabilities 2.5% 21%
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24. Pensions and similar ebligations (confinued)

The current mortality assumptions include sufficient allowance for future improvements in
mortality rates. The assumed life expectations on retirement age 65 are:

At 31 At 31
August  August
2017 2016
Retiring today
Males 22.1 22.2
Females 244 24.4
Reliring in 20 years’ time
Males 241 245
Females 26.6 26.8

Sensitivity analysis

At 31 August 2017
Approx. % increase  Approximate
to Defined Benefit monetary

Obligation value (£000)
Change in assumplions:
0.5% decrease in Real Discount Rate 13% 786
0.5% increase in Salary Increase Rale 2% 117
0.5% increase in the Pension Increase Rate 11% 657

The academy trust’s share of assets in the scheme were as follows:

Estimated
split of
assets at
31 August
2017

Equities 78%
Bonds 12%
Property 9%
Cash 1%

Total market value of
assets

Present value of funded liabilities
Present value of unfunded liabilities

Deficit in the scheme

Fair value
at

31 August
2017

£000

2,413
ar
279

31

3,004

(6,132)

(3,038)

Estimated Fair value
split of at
assets at 31 August
31 August 2016
2016 £000
7% 2,230
13% 376
10% 290
0% -
2,896
(6.024)

(3,128)

The actual retumn on scheme assets was £21,000 (2016: £460,000).
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24. Pensions and similar obligations (continued)

Amount recognised in the Statement of Financial Activities

2017 2016

£000 £000
Current service cost (net of employee contributions) (363) (316)
Interest income 63 88
Interest cost (130) (157)
Total amount recognised in the Statement of Financial
Activities (430) (385)
Changes in the present value of defined benefit obligations were as follows:

2017 2016

£000 £000
At 1 September 6,024 3,977
Current service cost 363 316
Employee contributions 60 69
Actuarial (gain)/loss (365) 1,554
Interest cost 130 167
Benefits paid (80) (49)
At 31 August 6,132 6,024
Changes in the fair value of academy’s share of scheme assets:
At 1 September 2,896 2,193
Expected return on assets 63 88
Acluarial gain/{loss) (42) 372
Employer contributions 197 223
Employee contributions G0 69
Benefits paid (80) (49)

3,094 2,896

At 31 August

25. Related party transactions

Owing to the nature of the Academy Trust's operations and the composition of the board
of govemors being drawn from local public and private sector organisations, it is inevitable
that, from time to time, fransactions will take place with organisations in which a member
of the board of governors may have an interest. All transactions involving such
organisations are conducted at arm’'s length and in accordance with the academy’s

financial regulations and normal procurement procedures,

No related party transactions took place in the year.
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28, Agency arrangements

The Academy Trust administers the disbursements of the new discretionary support for
leamers, 16-19 Bursary Funds, on behalf of the ESFA. In the year it received £19,224
(2016: £20,156) and disbursed £19,224 (2016: £20,156).

27. Contingent liabilities

The academy trust completed a staff restructuring programme during the previous period
{(with a number of compulsory redundancies effective on 31 August 2016). Subsequently
challenges from former staff have been submitted in the financial period, some of which
remain unsettied.
The academy trust has taken and continues to take extensive legal advice in its defence of
these challenges.
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For the year ended 31 August 2017

In accordance with the terms of our engagement letter dated 26 July 2017 and further to the
requirements of the Education and Skills Funding Agency {(ESFA) as included in the Academies
Accounts Direction 2016 to 2017, we have carried oul an engagement to obtain limited assurance about
whether the expenditure disbursed and income received by North Kesteven Academy during the period
1 September 2016 to 31 August 2017 have been applied to the purposes identified by Parliament and
the financial transactions conform to the authorities which govern them.

This report is made solely to North Kesteven Academy and ESFA in accordance with the terms of our
engagement letter. Our work has been undertaken so that we may state to North Kesteven Academy
and ESFA those malters we are required to state in a report and for no other purpose. To the fullest
extent penmilted by law, we do not accept or assume responsibility to anyone other than North Kesteven
Academy and ESFA, for our work, for this report, or for the conclusion we have formed,

Respective responsibilities of North Kesteven Academy’s accounting officer and the reporting
accountant

The accounting officer is responsible, under the requirements of North Kesteven Academy's funding
agreement with the Secretary of State for Education dated 31 March 2011 and the Academies Financial
Handbook extant from 1 September 2016, for ensuring that expenditure disbursed and income received
is applied for the purposes intended by Parliament and the financial transactions conform to the
authorities which govern them.

Our responsibilities for this engagement are established in the United Kingdom by our profession’s
ethical guidance and are to obfain limited assurance and report in accordance with our engagement
letter and the requirements of the Academies Accounts Direction 2016 to 2017. We report to you
whether anything has come to our attention in camying out our work which suggests that in all material
respects, expenditure disbursed and income received during the year from 1 September 2016 to 31
August 2017 have not been applied to purposes intended by Parliament or that the financial transactions
do not conform to the authornifies which govem them.

Approach

We conducted our engagement in accordance with the Academies Accounts Direction 2016 to 2017

issued by ESFA. We performed a limited assurance engagement as defined in our engagement letter.

The objective 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 to 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 posilive opinion.

Our engagement includes examination, on a test basis, of evidence relevant to the regularity and

propriety of the Academy’s income and expenditure.

The work undertaken {o draw to our conclusion includes;

» evaluating the systems and control environment;

- assessing the rsk of iregularity, impropriety and non-compliance;

+ confirming that the activities of the academy are in keeping with the academy’s framework and the
charitable objectives; and

« obtaining representations from the accounting officer and key management personnel.
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Conclusion

In the course of our work, except for the matter below, nothing has come lo our attention which suggests
that in alt material respects the expenditure disbursed and income received during the year from 1
September 2016 to 31 August 2017 has not been applied to purposes intended by Parliament and the
financial transactions do not conform fo the autherities which govern them,

Matter 1: The Academy Trust entered into its overdraft facility on one of its bank accounts during the year
without seeking prior approval from the Education and Skills Funding Agency (ESFA). This was an
adminisirative error as there were sufficient funds available in other bank accounts. The matter has been
reported to the ESFA by the Academy Trust.

AR

Alan MNeshitt BA FCA, {Reporting Accountant)

For and on behalf of Forrester Boyd, Chartered Accountants

Waynflete House
139 Eastgate
Louth
Lincelnshire
LN11 Q0

Date: 2000 DCConner 2ot
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