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ANNUAL REPORT
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Mission Statement

Our vision for growing church bringing hope expresses a
deep longing to see our worshipping communities growing
in numbers, in prayer and discipleship, in serving our
communities, and above all in making a difference - sharing
the hope we have, which is the power of God to transform
us and our world.

Page 3



THE NEWCASTLE DIOCESAN BOARD OF FINANCE LIMITED

ANNUAL REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The trustees, who are also directors for the purposes of company law, present their annual report,
together with the audited financial statements, for the year ended 31 December 2018.

The directors/trustees are one and the same and in signing as trustees they are also signing the
strategic report sections in their capacity as directors.

This combined report satisfies the legal requirements for:
e aDirectors Report of a charitable company,
e 3 Strategic Report under the Companies Act 2006; and
e aTrustees Annual Report under the Charities Act 2011.

LEGAL OBJECTS

The objects of the Diocese of Newcastle cover the local authorities of Northumberland, Newcastle,
and North Tyneside and also small parts of County Durham and Cumbria.

The Newcastle Diocesan Board of Finance Limited (“NDBF”)’s principal object is to promote, assist
and advance the work of the Church of England in the Diocese of Newcastle by acting as the financial
executive of the Newcastle Diocesan Synod.

The NDBF has the following statutory responsibilities:

i.  the management of glebe property and investments to generate income to support the cost
of stipends arising from the Endowment and Glebe Measure 1976; and

ii.  the repair of benefice houses as the Diocesan Parsonage Board under the Repair of Benefice
Buildings Measure 1972.

The main role of the NDBF is to identify and manage the financial aspects of the provision of ministry
within the Diocese so as to provide appropriate personnel and financial resources to assist the
Diocesan Synod, the Bishop’s Council, deaneries and parishes to further the mission and strategic
priorities throughout the Diocese of Newcastle.

The strategic priorities of the company are established by the Diocesan Synod in consultation with
Deanery Synods, Parochial Church Councils, and the Bishop of Newcastle (in respect of her
responsibility for the provision of the cure of souls).

STRATEGIC AIMS

The strategic vision for growing church bringing hope was founded on the values of being generous,
engaged and open in the way we follow Christ with a priority to invite others to join our pilgrimage
of faith. The vision was launched at an Open Synod Forum held in Rothbury in March 2017 and is
supported by five priority work streams with the following aims:

e We affirm that everything we do must be grounded in a deep prayerfulness and so we aim
to create opportunities for deeper engagement with God in prayer.

e We aim to equip teams of lay people and clergy to work together for missional, spiritual
and numerical growth.
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e God calls churches to grow as they serve, worship and pray; therefore we aim to focus on
the potential for numerical growth, enabling lay and ordained leadership, and encouraging
local opportunities for those exploring Christian faith.

e We value the place of Newcastle city centre in the Diocese and will invest in the life of the
city, engaging with civic life, seeking continued growth in areas of inherited strength, and
developing fresh expressions to engage with areas of opportunity.

e \We aim to recruit, train and support new ministry and mission teams in our rural parish
benefices, with clergy and laity working together — in order to reshape the rural Church’s
engagement with God’s mission.

OBIJECTIVES

The goals to support the five priority work streams were:

e Prayer: by 2020, 250 people across the Diocese will have taken part in a Month of
Guided Prayer, and 30 Prayer Guides will have been trained and resourced.

e Growth: by 2020, 60 parishes will have taken part in Leading your Church into Growth
and will have seen the fruits of that in missional, spiritual and numerical growth.

e Impact: by 2022, impact and attendance will have increased in 20 identified parishes
(some will be parishes currently having the lowest per capita attendance, others will
be those with significant potential for further growth).

e  City: by 2020, church life in Newcastle city will be more engaged, vibrant and growing
— engaging with students, city workers and the vulnerable, growing congregations and
planting at least one community exploring new forms of worship.

e Rural: by 2022, ministry in rural multi-parish benefices will have been re-imagined,
and to enable this we will have simplified structures, identified lead/focal ministers
and created new teams.

Through carrying out these objectives and in promoting the whole mission of the church (pastoral,
evangelistic, social and ecumenical) the trustees are confident (having had regard to Charity
Commission guidance) that NDBF delivers public benefit through community engagement and
supporting those in need both spiritually and physically.

ACTIVITIES AND ACHIEVEMENTS

Work supporting the objectives supporting the five priority work streams included:

e Prayer: Over 70 people from 26 parishes have now participated in a Month of Guided
Prayer and 20 Prayer Guides have been trained.

e Growth: a second course of Leading your Church into Growth was held in May 2018.
39 parishes have now completed the course and are participating in an ongoing
mentoring programme.

o Impact: the first parishes have been identified and funding from the National Church
helped to employ additional specialist resources. In October 2018 a Children and
Families Missioner began work in Denton and a second Missioner was appointed to
work in Cowgate and Newbiggin Hall.

e City: Thereality of a diocesan resource church took a big step forward with a successful
funding application in 2018 which saw the award of £2.6M from the National Church.
The Revd Ben Doolan was appointed as Resource Church Leader and the location of
the resource church was expected to be agreed in early 2019.
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® Rural: The first pilot benefice which established a lay and ordained ministry team has
continued to flourish in Morpeth Deanery and work on a second pilot began to be
developed in 2018.

The Christian Presence

Our licensed ministers form a central part in the life of churches in the Newcastle Diocese and carry
out important roles in communities. As well as engaging in a wide variety of community and church
projects, we carry out around 520 weddings, 2,150 funerals and 1,900 baptisms every year.

While the NDBF is responsible for the funding of clergy stipend costs, the national clergy payroll is
administered by the Church Commissioners whom the NDBF reimburses monthly for the costs of
stipendiary clergy deployed in the Diocese. Caring for the licensed clergy and lay workers in the
Diocese is a priority of the NDBF and represents by far its largest financial commitment. Although
the NDBF does not employ the parish clergy, it is responsible for training them, their continued
development and, where applicable, resourcing their stipend, and paying into their pension fund. In
2011 terms of service were introduced in the form of Common Tenure under which all new clergy
are appointed (some present clergy chose to retain their freehold). Common Tenure gives greater
clarity on the rights and obligations of clergy and requires that they participate in a process of
Continual Professional Development and Ministerial Development Review. It also gives clergy access
to Employment Tribunals and other useful services.

For many, the clergy house represents the domestic heart of the parish, serving not only as a home
but also as a base for ministry. The NDBF recognises the importance of a safe, secure and well
maintained house and through the Houses & Glebe Committee it strives to continue with this work
as well as carrying out programmed refurbishments and improvements, as available money allows.

In January 2018 there was an establishment of 107 full-time equivalent (FTE) posts for permanent
stipendiary ministry (incumbent, priest-in-charge, team vicar and associate clergy posts) and this was
reduced through the year to an establishment of 101.8FTE in December. The average vacancy rate
in the year was 17.5% and of the establishment there was an average of 84.75FTE in post. This figure
excludes curates in training posts, chaplains and the archdeacons.

During allinterregnums the relevant area dean worked closely with the churchwardens of the vacant
parishes and ensured that in every case scheduled services continued and, with very few exceptions,
other activities within the community continued uninterrupted. This was largely made possible by

the increasing pool of both retired and self-supporting ministers in the Diocese together with support
from the Archdeacons.

Church Buildings

New procedures introduced by the Church of England to control the maintenance and development
of its buildings are working well with parishes benefitting from the streamlining that has been
introduced and the way in which permissions are sought.

There were 90 faculty full applications in the year, of which 24 were carried out via the Online Faculty
System. The use of the online faculty process continues to grow in popularity and significantly
reduces the amount of paperwork involved in the process by all parties. Other Dioceses have moved
to a wholly electronic system and Newcastle is yet to adopt this approach.

Through our Inspired North East programme work has continued with local church congregations to
help achieve a sustainable future for church buildings as both living places of worship and buildings
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that are enjoyed by local communities. Church buildings continue to be welcoming places for tourists
and pilgrims and unique heritage assets.

Community Engagement

Our churches are embedded in their communities and as a result have developed trusting
relationships and networks, enabling churches to play an important part in responding to the
challenges faced by neighbourhoods and communities today.

Over the past year Together Newcastle, a joint venture between the Church Urban Fund (CUF) and
the Diocese of Newcastle, has continued to develop connections and relationships with
congregations across the Diocese and as a result has experienced an increase in requests to help set
up activities in response to identified needs and issues.

Together Newcastle is a resource to churches, individuals and groups that are wanting to get involved
in some form of community activity, as part of their mission and commitment to growing church
bringing hope.

Other related parties

The major related parties with whom the NDBF works include:

e The Archbishops’ Council to which the NDBF pays a donation based on an apportionment system
agreed by the General Synod for funding national training of ordinands and the activities of the
various national boards and councils, as well as the costs of the General Synod.

e The Church Commissioners, from which the NDBF receives grants and which acts on behalf of
clergy with HM Revenue and Customs. The NDBF reimburses the Commissioners for the stipends
of those clergy holding appointments in the Diocese of Newcastle.

e The Church of England Pensions Board, to which the NDBF pays retirement benefit contributions
for stipendiary clergy and employees. The Pensions Board also offers schemes to provide housing
for clergy in retirement.

e The Newcastle Diocesan Education Board (“NDEB”) to which it pays a donation for funding the
work of the Joint Education Team which resources the activities of the NDEB.

e The Lord Crewe’s Charity from which the NDBF receives grants to resource activities of the NDBF
which support serving clergy within the Diocese of Newcastle.

Volunteers

The Diocese of Newcastle is dependent on the huge number of people involved in church activities
both locally and at diocesan level. We believe that the number of active volunteers (or volunteer
hours) given to the mission and ministry of the church is a key indicator of the health of a church.
The service provided to a community through church volunteering also has a significant impact on
people’s relationship to the church particularly at times of crisis. Within this context, the NDBF values
the considerable time given by all members of boards, committees and task groups across the
Diocese in pursuit of the mission of the NDBF.

FUTURE PLANS

Activities will continue to be in line with supporting the five priority work streams detailed in the
objectives set out on page 5.
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FINANCIAL REVIEW

Financial performance

Parish Share, the money given by parishes to the Diocese to fund its mission and ministry, is the main
incoming resource for the Diocese. Including the arrears received from earlier years, share
decreased in cash terms by £55k compared to 2017. The total share received when expressed as a
percentage of the overall share requested was 89.9% (2017: 93.1%).

The trustees are thankful to all the parishes which completed their parish share contributions during
2018. The trustees are grateful to those parishes that were able to make their parish share
contributions by monthly instalments which helped the NDBF to resource the monthly financial

responsibilities associated with the payment of clergy stipends and the salaries of those employed
by the NDBF.

The balance on the Unrestricted Fund went up by £668k in 2018 to £1,919k. There was an overall
£542k net excess of income over expenditure (within this was a decrease of £55k in parish Share
contributions), funds transfers in of £146k and our investment in equities, held with CCLA Investment
Management Ltd (CCLA) was revalued downwards by £20k.

The trustees have prepared a balanced budget for 2019. Once again the target for Parish Share has
been set at 100% to enable us to meet all our expenditure requirements and make further transfers
into the Strategic Mission Fund. This fund was set up to strengthen our ability to match fund future
funding applications to the National Church.

Overall the NDBF’s funds have increased in 2018 by £723k. This breaks downs as an operating surplus
on unrestricted funds of £762k, an unrealised loss on investments of £42k, and funds transfers from
restricted to unrestricted of £3k.

Accounting rules require the inclusion of two items within the operating surplus on unrestricted
funds which do not form part of the NDBF’s regular day-to-day operating income and expenditure.
The following illustration removes the two items to help to understand the underlying operating
position for 2018, which was a deficit on unrestricted funds of £134k:

Reported surplus on unrestricted funds £762k

remove reduction in the pension liability (£698k)
remove balance of Lowest Income Communities Funding to be used in future years?! (£198k)
Underlying operating deficit on unrestricted funds (£134k)

Significant property transactions
During 2018 there were no significant property transactions.

Our housing policy continues to be:
e to replace unsuitable properties;
e toaccommodate the changing geographical deployment of clergy within the Diocese;
and
e torealise development potential in some properties, thereby using our resources
more effectively for the ministry of the Church.

I This is the unspent balance of monies received from the National Church which are to be used in defined
areas. The balance is transferred and held in a designated fund for use in those areas in future years.
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Balance sheet position

The trustees consider that the balance sheet together with details in note 20 show broadly that the
restricted and endowment funds are held in an appropriate mix of investment and current assets
given the purposes for which the funds are held. While the net assets at the balance sheet date
totalled £22.648m (2017: £21.925m) it must be remembered that included in this total are
properties, mostly in use for the ministry, whose value amounted to £18.699m (2016: £18.754m).
Much of the remainder of the assets shown in the balance sheet are held in restricted funds, and
cannot necessarily be used for the general purposes of the NDBF.

Reserves policy
Free reserves

Having considered financial risk, liquidity requirement and the timing of cash flows throughout the
year, the trustees’ policy is to hold a balance of readily realisable assets in the unrestricted funds
equivalent to 3 months budgeted unrestricted cash expenditure for 2019. At 31 December 2018 the
amount required under this policy was £1.9m (2017: £1.9m). Actual free reserves as at 31 December
2018 totalled £1.4m (2017: £1.5m). The trustees are aware that the level of free reserves is below
the stated policy and are reviewing how best to rectify this position.

Reserves tied up in fixed assets

The general fund comprises net assets amounting to £1,919k of which £24k is tied up in tangible
fixed assets.

Designated funds

The trustees may, with the approval of the board, designate additional unrestricted reserves to be
retained for an agreed purpose where this is considered to be prudent. Such designated reserves are
reviewed from time to time and returned to the General Fund in the event that the purpose of their
designation is no longer considered to be adequate justification for their retention. A description of
each reserve together with the intended use of the reserve is set out in note 21. At 31 December
2018 total designated reserves were £5.87m (2017: £5.80m)

Restricted and endowment funds

As set out in note 20, NDBF holds and administers a large number of restricted and endowment
funds. As at 31 December 2018 restricted funds totalled £1.65m (2017: £1.65m) and endowment
funds totalled £13.21m (2017: £13.22m). Neither are available for the general purposes of the NDBF.

Grant making policy

The Memorandum of Association of the NDBF explicitly permits the NDBF to make grants in
pursuance of its objects, and the nature of grants made in 2018 is indicated in note 11. Certain grants
are built into the Diocesan Budget which is approved by Synod, whilst others are overseen by the
Bishop’s Council, the Diocesan Finance Group and the Diocesan Mission and Pastoral Committee.

Investment policy

The Memorandum and Articles of Association of the charity permit wide powers of investment.
NDBF's investment policies are based on two key criteria:
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e Ethical investment - this includes ensuring that investments are held in companies which

have high standards of corporate governance and act in a responsible way towards
stakeholders.

e long-term responsibilities - the trustees are aware of their long-term responsibilities in

respect of endowed funds and as a result follow a correspondingly prudent approach to
investment decisions.

These policies are achieved by holding all funds with CCLA.

Investment policy for long-term funds is aimed primarily at generating a sustainable income with due
regard to the need for the preservation of capital value and the possible need to realise investments
to meet operational needs. The glebe investments are held for the purpose of raising income to

achieve the maximum contribution possible to clergy stipends on an on-going basis. Unrestricted and
restricted fund investments are invested to balance income, liquidity and the maintenance of capital.

The investments held and their return during the year are set out in the following table:

Shares in CBF Investment Fund

Valuation at 1Jan 2018 £2,806,499
Dividend income % 433%
Revaluation % -1.50%
Total % return 2.83%

Glebe managed mainly by glebe agent

Valuation at 1 Jan 2018 £1,537,967
Rental income % 3.17%
Revaluation % 0.02%
Total % return 3.19%

PRINCIPAL RISKS AND UNCERTAINTIES

The trustees are responsible for the identification, mitigation and management of risk. To achieve
this, a register of all the risks identified is maintained and, alongside it, a management and mitigation
strategy formed. This is subject to review by the trustees on an annual basis with the responsibility
for delivery of the mitigation strategies identified by it being delegated to the Diocesan Secretary. In
2018 the Finance Group, a sub-committee of the Bishop’s Council, reviewed the management and
mitigation strategy and revised the Risk Register.

Page 10



THE NEWCASTLE DIOCESAN BOARD OF FINANCE LIMITED

ANNUAL REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The receipt of voluntary Parish Share contributions remains the major risk to the Board’s overall
performance. The trustees have put in place a framework of support, including regular
communication and active management through the Finance Group, to mitigate this risk.

STRUCTURE AND GOVERNANCE

Summary Information about the structure of the Church of England

The Church of England is the established church and HM The Queen is the Supreme Governor. It is
organised into two provinces (Canterbury and York) and 42 Dioceses. Each Diocese is under the care
of a Diocesan Bishop who is charged with the cure of souls of all the people within that geographical

area. This charge is shared with priests within benefices and parishes which are sub-divisions of the
Diocese.

The National Church has a General Synod comprised of ex-officio members and elected
representations from each Diocese and it agrees, and lays before Parliament, Measures for the
governance of the church’s affairs which, if enacted by Parliament, have the force of statute law. In
addition to the General Synod, the Archbishops’ Council has a coordinating role for work authorised
by the Synod; the Church Commissioners manage the historic assets of the Church of England; and
the Church of England Pensions Board administers the pension schemes for clergy and lay workers.
Within each Diocese, overall leadership lies with the Diocesan Bishop, who exercises that input as
Bishop within the Diocesan Synod. The Diocese of Newcastle is divided into twelve deaneries, each
with its own Synod and within each parish there is a Parochial Church Council which shares with the
parish priest responsibility for the mission of the church in that place, in a similar way to that in which
the Bishop shares responsibilities with the Diocesan Synod.

Whilst each Diocese is a separate legal entity, with a clear responsibility for a specific geographical
area, being part of the Church of England requires and enables each Diocese to seek support from
and application for partnership with neighbouring Dioceses.

Organisational structure

NDBF is a company incorporated in England, limited by guarantee (No. 00650977) and a registered
charity (No. 247233) governed by its Memorandum and Articles of Association.

The company’s principal activity is to promote, assist and advance the work of the Church of England
within the Diocese of Newcastle. It was established in its present form in 1882.

Governance and policy of the NDBF is the responsibility of the trustees, who are also members of
the company and trustees for the purposes of charity law. There are nine ex-officio trustees and six
lay members and three clergy members elected from and by the members of Diocesan Synod every
three years. The most recent elections were held in November 2018. The next elections are
scheduled to be held in Autumn 2021. The details of trustees who served during 2018 are set out on
page 15.

The Diocesan Synod, the statutory governing body of the Diocese, is an elected body drawn from

across the Diocese with responsibility for setting the vision and strategy of the Diocese, guided by

the Bishop’s Staff Team. The Synod membership is elected every three years, the last elections having

been in July 2018. Whilst the NDBF is a separate legal entity, with clear responsibilities under both

company and charity law, as well as a governing memorandum and articles of association, by virtue

of the National Institutions Measure 2000 the NDBF is subject to the direction of the Synod in all its
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activities, unless such direction is not in accordance with the governing documents or statutory
regulations.

Decision making structure

Corporate priorities and the overall financial strategy for the Diocese, in its primary object to
promote, assist and advance the work of the Church of England within the Diocese of Newcastle are
set by the Diocesan Synod, and the NDBF. The responsibility for ensuring that these priorities and
strategies are delivered is delegated to the Diocesan Secretary. The members of the company meet
once a year in general meeting to receive and approve the annual report and financial statements
and to appoint the auditors. The Diocesan Synod each year receives and agrees the annual budget,
prepared and approved by the NDBF. The trustees, meeting within the context of the Bishop’s
Council & Standing Committee, hold up to seven meetings during the year to formulate and
coordinate policies on mission, ministry and finance by:-

e Initiating proposals for action by the Synod and advising it on matters of policy;

e Transacting business of the Synod when it is not in session subject to the directions of the
Synod and in accordance with Synod Standing Orders;

e Acting as the trustees of the NDBF;

e Planning the business of the Synod, preparing the agenda for its session, and circulating to
members information about matters for discussion;

e Advising the Bishop on any matters she may refer to the committee;

e Initiating consideration of any restructuring of Synod Committees and Departments which
may appear necessary and for the establishment of ad hoc review groups, their terms of
reference and membership;

e Carrying out such other functions as the Synod delegates to it;

e Appointing members to committees and representatives to external bodies, subject to the
direction of the Synod.

The trustees are assisted in their work by four sub-committees:-

Finance Group: responsible for considering the financial affairs of the Diocese. Amongst other things,
it draws up draft budgets for approval by the trustees prior to submission to Diocesan Synod and
monitors expenditure and income. The group comprises eight members of whom six are trustees.

Houses & Glebe Committee: responsible for advising on policy concerning the management of
parsonage houses in each benefice of the Diocese of Newcastle, including setting the policy for
buying, repairing, maintaining and disposing of all parsonage houses, team vicarages and houses
owned by NDBF, together with responsibility for determining policy and making decisions concerning

the management of glebe property and investments for the benefit of the Diocesan Stipends Fund
of NDBF.

Diocesan Mission & Pastoral Committee: responsible for advising on pastoral reorganisation in the
Diocese of Newcastle, taking account of available clergy numbers and making use of new patterns of
ministry. The Committee also advises on the finding of appropriate alternative uses for churches
closed to regular public worship.
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Diocesan Advisory Committee: advises on matters affecting churches and places of worship in the
Diocese such as granting of faculties, architecture, archaeology, art and history of places of worship,
the use and care of places of worship and their contents and the care of churchyards.

Trustee recruitment, selection and induction

The trustees are the members of the Bishop’s Council. There are ex-officio members, elected
members, with elections taking place every three years, and there is provision for co-opted
members. Trustees are given induction at the outset of the triennium and at other times as
appropriate. They are informed about the role and function of the Bishop’s Council before seeking
membership. All trustees are required to sign the code of practice and maintain their entry in the
declarations of interest and loyalty.

Remuneration of key management personnel

Emoluments of higher-paid employees are determined by the Bishop of Newcastle, the Chair of the
Board of Finance and the Human Resources Manager with reference to appraisals and remuneration
and salary benchmarking.

Delegation of day to day delivery

The trustees and the sub-committees which assist them in the fulfilment of their responsibilities rely
upon the Diocesan Secretary and his colleagues for the delivery of the day to day activities of the
company. The Diocesan Secretary is given specific and general delegated authority to deliver the
business of the NDBF in accordance with the policies framed by the trustees.

TRUSTEES’ RESPONSIBILITIES

The trustees are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the trustees (as directors) to prepare financial statements for each financial
year. Under that law the trustees have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). 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 state of the affairs of
the NDBF and of the surplus or deficit of the NDBF for that period. In preparing these financial
statements the trustees are required to:

e Select suitable accounting policies and apply them consistently;

e QObserve methods and principles in the Charities SORP;

e Make judgements and estimates that are reasonable and prudent;

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

e Prepare the financial statements on the going concern basis unless it is inappropriate to
assume that the company will continue in operation.

The trustees are also responsible for keeping proper accounting records that disclose with
reasonable accuracy at any time the financial position of the NDBF and enable them to ensure that
the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the NDBF and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
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The trustees are responsible for the maintenance and integrity of the corporate and financial
information included in the NDBF’s website. Legislation in England/Wales governing the preparation
and dissemination of financia