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REPORT OF THE BOARD OF TRUSTEES

About Foundation Scotland
Foundation Scotland’s theory of change

As we grow our place-based approach, we believe that:

... with a mosaic of people as changemakers — philanthropists, citizens and investors

... who have access to diverse, long-term funding

... and with our committed support — of brokering, facilitation, coaching and partnership

... this will lead to more sustainable, empowered and resilient communities

Our priorities

We have four (near or medium) term strategic priorities:

1.

3.
4.

Build long-term FS Capital Funds for sustainable communities in Scotland (achieve collective
funds totalling £45million)

Grow long-term, non-invested funds to support charities, social enterprises and communities
in Scotland (grow annual fund distribution to £10million)

Develop an inspiring Foundation

Achieve a thriving Foundation

Public Benefit

Foundation Scotland provides public benefit in a range of ways. Through a process of research
and due diligence and using long-term expertise, we bring together deserving needs and
opportunities across Scotland’s communities with independent funders. We ensure that public
benefit is targeted and has lasting impact.

Reference and administrative details

Trustees:
Toby Anstruther Ian Marr Isabella Simpson
Robert Benson (Resigned 05/12/17 ) James McCulloch?3 Emily Stair (Resigned 6/12/16
Gillian Donald (Resigned 05/12/17) John Naylor? Thomas Ward (Chair) 234
Samantha Fiander Lauren Scott (Resigned
27/02/18)
James Hilder (appointed 12/06/18) Barry Sillers (appointed
13/6/17)

Membership of Board Sub-Committees

2 Finance and Investment 3 Remuneration
*Women'’s Fund for Scotland Development
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Progress against Planned Objectives
(1)Pathways to Change

During 2017 the Chief Executive launched an organisational change project, Pathways to
Change. The project had two main purposes. Firstly to ensure that the team structure, capacity
and expertise matched the range of delivery required by the Foundation’s funding clients.
Secondly, the restructure was intended to pave the way toward improved collaborative
working, ultimately to support a future objective of working with communities to develop
community endowment funds.

The re-organisation was successfully implemented between April and August. The resulting
team structure improved the focus on particular client types, and also improved the financial
and operational support capacity and expertise, as follows.

« Philanthropy team — the focus is mainly on individual and family clients, with these clients
advising on the funding strategy and distribution of funding for charitable and community
purposes.

e Programmes team — the focus is mainly on organisational clients, such as companies and
charitable trusts, with a representative(s) of the organisation advising on strategy and
funding distribution.

e Communities team — the focus is on company and community company clients, with a
mandate for the Foundation to develop a community representative panel to advise on
funding strategy and distribution

Each of these three teams is responsible for the recruitment of appropriate clients and the
delivery of services, which is mainly focussed on funding distribution to charities, community
projects and social enterprises, i.e. each team can fully manage and monitor the funding
pathway, from inward donation and set-up of client funds, through to grant making, grant
management, monitoring and evaluation (where relevant) with their specialist client type.

¢ Finance and Support Team — in particular the existing finance team merged with a central
administrator and a communications role, under a new senior role of Chief Finance and
Operations Officer. This role was filled later in the financial year, with a raft of software
platforms and systems developments awaiting, all focussed on improving effective support
for the three teams listed above, and improving the underlying financial efficiency of the
Foundation.

The new structure has enabled some improved collaborative working, however the structure
only fully settled toward the end of the financial year, meaning it was too soon to make
progress on the objective to develop significant community endowments. This is intended as a
major development in the forthcoming Five Year Plan, from 2019, and it is expected that there
will be progress to report in the 2018/19 financial year.
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(2) Growth of Clients and Fund Distribution to Support Charities and Communities
Fund Distribution

Two of the three teams achieved their budgeted funding distribution. The Communities Team
distribution of funds was below the projected level, based on timing of the launch of some new
funds. The total fund distribution was broadly on track, at about £9.5m funding support.

Team Planned Full Year Actual

£000's £000's
Communities 4,094 3,459
Philanthropy 3,991 4,079
Programmes 1,732 2,042
Total 9,817 9,580
Year ended 31/3/17 7,352

FS Capital Funds — the endowment

In recent years about £4million of new funds have been donated each year to be invested,
either as new client funds or as sums to add to existing endowments. In general this activity
relates mainly to the Philanthropy Team. This year saw a lower income than projected, and
may have related to the restructure project, which diverted time and focus from this important
area. However, growing interest in community-focussed invested funds resulted in a single
community establishing a new invested fund with an opening deposit of £500,000. This
supports a future focus on developing community endowments.

Team Planned Full Year Actual

£000's £000’s
Communities 500 525
Philanthropy 3,300 2,152
Programmes 500 0
Total 4,300 2,677
Year ended 31/3/17 912

Client, fund and project examples

The Nationwide Building Society established a funding programme, focussed on housing
services to people in need and support for the most vulnerable. The three areas of support
include: preventing people from being homeless, helping people into a home and supporting
people to remain in their home. Project examples include stabilising rental accommodation e.g.
by helping people to access bond schemes; and, supporting independent living within their
current home e.g. offering adaptations to support older people or people with disabilities to live
at home. This new programme supports one and two year projects, via existing housing and
homelessness charities in Scotland.
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The Foundation continued to develop support for place-based community funds. This
included concluding Fourteen that was part of the Glasgow Commonwealth Games legacy and
supported by the Spirit of 2012 Trust and which the Foundation administered in six
communities — Caithness (Highland), Islay & Jura (Argyll & Bute), Dumbiedykes
(Edinburgh) and Ruchill & Possilpark, the Calton and the Gorbals (Glasgow). All
communities established Panels that worked in partnership with the Foundation to deliver a
range of funding opportunities to increase health and well-being through participation in
grassroots sports and physical activity, cultural activity and the arts and youth leadership and
personal development.

There was continued growth in the number of place-based funds administered which are linked
to renewable energy schemes, including those in Angus, South Lanarkshire, Scottish Borders,
South Ayrshire and Dumfries & Galloway. The Foundation is involved with administration or
support for well over 50 community benefit funds, at least one-third of Scotland'’s
total. These contribute significantly to a diverse range of social, cultural, economic and
environmental outcomes. The Foundation employs a volunteer Panel model, nurturing and
working with local leadership. The overwhelming response from the Annual Panel survey was
that the Funds are making a real difference to the lives of those who live in the beneficiary
communities.

Through its CARES programme (Community and Renewable Energy Scheme), the Scottish
Government drew on Foundation expertise in community benefit fund design and
implementation. Related work included improvements in the nationwide register of community
benefits, compilation of case studies and development of guidance templates and good practice
materials.

The Foundation developed Education and Training Funds on behalf of communities which
benefit from EDF Renewables funding. These contribute to the prospects of local people by
encouraging and supporting them to develop more skills and pursue further qualifications.

e 64% of awards have supported individuals for training that will benefit local employment
including childcare, forestry, plumbing, joinery, electrician, other trades, haulage,
agriculture and courses to support employability.

e 25% of awards have supported individuals on engineering, construction, health and safety
and other STEM related courses.

The Foundation supported a UK-wide community foundation bid for funding from the Tampon
Tax Fund, held by the Treasury. Via the Women’s Fund for Scotland this successful bid has
enabled a wide range of new developments in Scotland. An example is in funding the co-
ordinator to establish Scotland's first women's law centre, the Scottish Women'’s
Rights Centre. This is a joint project between Rape Crisis Scotland, the University of
Strathclyde Law Clinic and the Legal Services Agency. Via a helpline it has already received 298
calls and 58 women were taken on for representation during this period, covering matters such
as child contact, residency and maintenance; protective orders; rights in the criminal justice
process; immigration and asylum.
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A long-standing fund, the David and Averil McDonald Trust, supported a growing
venture, the Larder Cook School in Livingston. The Larder has two aims: support young
people experiencing multiple barriers into work in, and get as many people in West Lothian
cooking their own healthy food. They run cookery activities for adults, children and companies,
with profits re-invested in training and employability programmes. These programmes teach
employability skills to gain and sustain a job, alongside practical skills for the hospitality sector.
Young people 14 to 19 participate, with priority for those with a family history of unemployment
or who face multiple barriers to secure employment. The funding supports the cost of a fulltime
manager, with the outcome of an increased the number of venues that the Larder works from,
with training programmes to 60 young people, up 20 from the previous year.

An innovative development in the community of Strontian is a community-owned
primary school building. When faced with the prospect of temporary portakabins for the
next ten years, as a replacement for a dilapidated primary school, the community quickly rallied
its talent, time and resources to design and build its own new school building. The smart design
of the new school is that it can be remodelled into affordable housing a decade from now, once
the permanent new primary school is provided by the Highland Council. In the meantime,
leasing the school to the Council provides a steady income stream towards servicing the debt
taken on the by the community. As part of the overall financial package a Foundation client,
the Coram Trust, contributed to the programme. Interested in housing in particular, the
client who established this fund was impressed with the vision, drive and ingenuity of the
community, and decided to contribute financial support, demonstrating that a blend of external
philanthropic and community-raised funding can be achieved.

During the year the Galson Estate Trust on the Isle of Lewis asked the Foundation to
establish a community endowment. The Foundation supported the Trust about ten years
ago, with some modest funding for business planning, just after the community had taken the
crofting estate into community ownership. Their business planning included income generation
proposals, such as small-scale wind turbines. Ten years on the Trust has a range of income
streams, including ground rental from mobile phone masts, tourist accommodation and the
intended wind turbines. In addition to funding a small project development team and running
their own community funding scheme, the Trust decided to establish an endowment, i.e.
investing surplus funding for a very long-term period. They turned to the Foundation to
undertake this for them. Of £33 million in total FS Capital Funds (the endowment), around
£1million represents recent community endowments, with £0.5million of this being established
by the Galson Estate Trust for, as yet, unknown future opportunities in their community.

The Foundation has a productive and growing relationship with investment
management partnership Baillie Gifford. In addition to continuing delivery of the highly
valued Community Awards Programme, which funds lower income charities and community
organisations, Baillie Gifford agreed to fund a new Capacity Building Programme at the
Foundation. This related to the first full year operation of the Foundation’s new office Hub in
Edinburgh, and supports small charities to use the high quality meeting and seminar spaces in
the Hub at no cost. Supported organisations are asked to demonstrate how their various use of
meeting space will help build their capacity and develop as an organisation, and examples
include trustee training events, volunteer development and planning meetings.
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(3) Foundation Governance Development

The Foundation began to refresh Board composition during the year, running a successful
trustee recruitment campaign. Ahead of full-term (nine year) retiral of existing trustees in
future years, the Foundation reviewed the range of expertise and influence required by the
Board, and also noted the opportunity provided by a wider geographic representation across
Board composition. Now that about half the staffing complement of the Foundation is located
outside of Edinburgh and Glasgow, to match location of community funds, it has become
important to develop similar geographic diversity across the Board.

A successful recruitment drive led to the appointment of three new trustees during the year,
Barry Sillers, Samantha Fiander and Toby Anstruther. They bring expertise in marketing and
communications, rural community development, strategy and planning; influence in the
philanthropy sector; and, their appointments have begun an ongoing process to widen
geographic diversity. A further recruitment drive in 2018/19 will continue this process.
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STRATEGIC REPORT

Fund distribution

In total, the Foundation received 3,854 applications and made 2,878 awards totalling £9.6m on

behalf of its clients during 2017/18:

Applications and awards | ., /15 | 2013714 | 2014/15 2015/16 | 2016/17 | 2017/18
summary

Number of applications received | | oo 2,453 2,287 2,987 2,412 2,774
for grants during year
Number of awards made in year 1,177 1,197 1,169 1,784 1,324 1,798
Value of awards made in year £4,964k | £7,794k | £6,641k | £4,721k | £6,122 £7,668
Number of FS Charity Account 1,211 1,167 1,049 1,027 1,088 1,080
applications / awards
Value of awards made in year £523k £554k £809k £1,132k | £1,230k | £1,912k
Total value of awards in year £5,487k | £8,648k | £7,450k | £5,853k | £7,352k | £9,580k

The value and number of awards made varies from year to year depending on the funding
received from donors and the type of grantmaking programmes being run.
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Financial review

The Statement of Financial Activities for the year is set out on page 24.

Income into the charity’s unrestricted funds totalled £3.25m and associated expenditure totalled

£1.7m

Total income for the year was £13.8m (2017: £11.5m). A breakdown of the main sources

follows.
Main sources of income 2017/18 2016/17 Change

£000's £000's £000's

Funds for non-invested grant making 8,393 8,550 (157)
Funds for invested grant making 2,677 912 1,765
Funds from Challenge events ) 410 (412)
Other (donations, interest etc.) 2,703 1,674 1,029
Total income 13,771 11,546 2,225

Main income sources

The increase in income is mainly due to higher receipts in the year for additions to endowments
and also one off dividend receipts from the holding in Glengowrie Rubber.

Total expenditure for the year was £11.2m (2017: £9.4m). A breakdown of main areas

follows.

Main areas of expenditure 2017/18 2016/17 Change
£000’s £000's £000's

Operational costs

Fund development 319 368 (49)

Challenge events - 350 (350)

Grant and loan making and support 1,346 1,293 53

Grants

Grant making 7,668 6,122 1,546

;r;gza;gggjnf{:m charity and online 1,912 1,230 682

Total expenditure 11,245 9,363 1,563

Main areas of expenditure

The increase in expenditure was largely driven by increased grantmaking and its associated costs

which reflected the larger number of funds.
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Plans for future periods

The Foundation will seek to grow the number and range of clients and the charitable funds which
it holds and manages. As per the strategic priorities there will be an increased focus on building
FS Capital Funds, growing the endowment to £50million and beyond, and increased levels of
annual grantmaking, aiming to reach consistent and sustainable annual fund distribution of
£10million.

As ever, we will endeavour to seek high quality charitable projects for clients to support that
provide real impact in local communities. However, we will also increase our local footprint across
Scotland as we grow our place-based approach.

Reserves policy

The Trustees have assessed the reserves of the Foundation (see note 14) in light of the likely
future income and expenditure streams, with particular reference to its core costs. The agreed
objective is to retain sufficient general funds to meet its obligations and to ensure financial
stability. The minimum reserve target has been set as one year’s core costs, currently estimated
at approximately £1,700k. At 31 March 2018, the free reserves of the charity (Unrestricted funds
less the net book value of fixed assets) were £2,294k. Foundation Scotland participates in the
Scottish Voluntary Sector Pension Scheme, which was closed to future accrual in 2010. There is
currently no intention to wind-up this scheme. If the charity ceased to participate in the scheme
a debt of approximately £1,754k would become payable (as at 30" September 2015).

Investment policy

The Trustees have absolute discretion in the investment of funds of the Foundation and have
agreed an investment strategy in conjunction with their appointed investment advisers. The
investment objective is to maximise total return with a medium risk profile. Currently, the money
is predominantly invested in broadly based investment trusts and unit trust funds or held in cash.
One of the unit trust funds has been selected for donors who require their funds to be invested
ethically. The intention going forward is to withdraw up to four per cent of the total value of the
funds, each year, for the benefit of the grant making programme and its associated support costs
unless a donor has specifically requested a higher drawdown.

Page 11 of 58



Foundation Scotland
(a company limited by guarantee and not having share capital)
Annual Report and financial statements - 31 March 2018

Investment policy (continued)

The returns achieved by each fund manager for the portfolios they manage on a discretionary
basis and the total return for all funds under management for the year ended 31t March 2018
was as follows:

Investment manager Return | Benchmark | Benchmark
return
% %
Brewin Dolphin Ltd 1.8 1.9 *1
Charles Stanley & Co Ltd 3.5 1.5 WMA Balanced
Newton Investment Management Ltd 25 1.5 *2
Rossie House Investment Management 2.7 1.5 WMA Balanced
Speirs & Jeffrey Lid 6.9 1.5 WMA Balanced
All funds under management 14.3 2.4 ARC Charity Steady
Growth
All funds under management ex one-off dividend | 10.9 *3

Tailored Benchmark constructed by investment managers

*1 35.0% FTSE All Share, 30% FTSE World ex UK, 17.5% FTSE Giits All Stocks

*2 50% FTSE All Share, 25% FTSE World ex UK, 20% FTA All Stocks, 5% Cash.

*3 During the year the Foundation received an exceptional one-off special dividend of £1million.
Excluding this dividend the return achieved by investments was 10.9% and is directly comparable to last
year.

It is the Foundations policy to be as helpful as possible to potential donors. We will accept
donations of investments as a transfer from a donor’s personal investment portfolio and allow
them to remain invested with the donor’s investment manager. These assets are overseen by
the Foundation and in line with our Investment Policy. The Foundation now has significant
assets that are invested in line with donors’ wishes. This year these “donor driven” assets have
outperformed those that are invested with our discretionary fund managers.

Risks
The Board is responsible for the management of the risks faced by the Foundation. Risks are
identified and assessed by the Trustees and Senior Management team and, as a result, controls
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established on an ongoing basis. An overhaul of the risk management system was undertaken
and the Risk Management Policy updated including a section on risk appetite.

The key controls of the Foundation include:

. Formal structure and agendas for the Board and sub-committees governed in line with
detailed terms of reference.

" Comprehensive business planning, budgeting and management accounting.
" Established organisational structure and lines of reporting.
. Formal written policies including authorisation and approval procedures.

The Senior Management team covers risk as an agenda heading in their meetings, with actions
undertaken to address any areas considered necessary. The top three risks identified and actions
to mitigate those as follows:

Risk Mitigating actions:

Loss of significant funder Focus on key strategic partners and quality of
our work to ensure funder’s expectations are
met.

Change of government policy, particularly in Remain connected to decision makers /

relation to subsidies for renewable energy and | influencers.
its impact on community benefit funds

Competition from other providers of similar Regular review of market place and competitor
charitable services analysis.

Through the risk management process of the Foundation, the Trustees are satisfied that the
major risks identified have been adequately mitigated where necessary. It is recognised that
systems can only provide reasonable assurance that major risks have been adequately managed.

Structure, governance and management

Foundation Scotland is a charitable company limited by guarantee, incorporated on 7t September
1994 and registered as a charity in January 1992, The organisation was established under a
memorandum of association, which established the objects and powers of the organisation and
is governed under its articles of association.

Trustees

Members of the board of Trustees are the directors of the company. The Trustees are responsible
for establishing a vision and clear strategic priorities for the Foundation. These priorities, together
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with underlying objectives and performance indicators, are established on a three-year and
annual basis, and the Chief Executive reports on them at Trustee meetings. According to their
skills, experience and interests, most trustees take responsibility for one or more areas of activity,
including appointment to a committee.

Trustees are appointed by the board and serve for three years, after which period they may put
themselves forward for reappointment up to a nine-year total. The Trustees meet four times a
year, including a full away day. Those in office during 2017/18 and at the date of this report are
set out in the reference and administrative details section of this report.

On appointment, each Trustee subscribes to a code of conduct and completes a register of
interests, which is renewed annually. New Trustees and committee members receive a role
description and appropriate strategy documents. They each attend an induction programme,
covering the key aspects of our services, and also visit grant funded projects in order to see the
difference made on a grassroots, community basis.

Committees

The board of Trustees has three sub-committees which focus on specific areas and have relevant
duties delegated to them via a Terms of Reference. The committees are:

= Finance and Investment

) Remuneration

= Women’s Fund for Scotland Development [Dissolved November 2017]

Management and staff

The Trustees consider the board of Trustees as holding responsibility for directing, controlling,
and discharging the purpose of the charity. The Senior Management Team comprises the key
management personnel of the charity in charge of running and operating the charity on a day to
day basis.

The Senior Management team consists of the Chief Executive, the Chief Finance and Operations
Officer, the Head of Communities the Head of Philanthropy, and the Head of Programmes. At 31
March 2018, the Foundation employed 33 people, of whom 14 worked part-time.

Key management personnel remuneration

The Trustees consider the board of Trustees and the Senior Management team as comprising the
key management personnel of the charity in charge of directing and controlling the charity and
running and operating the charity on a day to day basis. All Trustees give of their time freely and
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no Trustee remuneration was paid in the year. Details of Trustee expenses and related party
transactions are disclosed in notes 7 and 16 to the accounts.

Trustees are required to disclose all relevant interests and register them with the Chief Executive
and in accordance with the Foundation’s policy withdraw from decisions where a conflict of
interest arises.

The pay of the Senior Management team is reviewed annually and normally increased in regard
to the rate of inflation where funding allows.

The remuneration is also periodically bench-marked with grant-making charities of a similar size
and activity to ensure that the remuneration set is fair and not out of line with that generally paid
for similar roles and adjusted where possible.

Volunteers

In addition to our Trustees, a further 6 individuals volunteered during this year as members of
our board sub-committees, providing guidance and advice to support the effective governance
and strategic management of the Foundation.

Trustees’ indemnity insurance

As permitted by Section 233 of the Companies Act 2006, the Company has purchased insurance
cover on behalf of the Trustees indemnifying them against certain liabilities which may be
incurred by them in relation to the Company.
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FINANCIAL STATEMENTS
Disclosure of information to auditors

The Trustees who held office at the date of approval of this directors’ report confirm that, so far
as they each are aware, there is no relevant audit information of which the company’s auditors are
unaware; and each director has taken all the steps that they ought to have taken as a Trustee to
make themselves aware of any relevant audit information and to establish that the company’s
auditors are aware of that information.

By order of the board

{
Thomas Ward 04 December 2018

Chair

Statement of Trustees’ Responsibilities

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

Law applicable to incorporated charities in Scotland requires the trustees to prepare an annual
report and financial statements for each financial year in accordance with applicable law and
regulations. 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
affairs of the charity at the end of the year and of its financial activities including its income and
expenditure during the year then ended.

In preparing those financial statements, the trustees are required to:
= Select suitable accounting policies and then apply them consistently;
» Make judgements and estimates that are reasonable and prudent;

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

» Prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the charity will continue in operation.

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

The trustees are also responsible for the maintenance and integrity of the charity and financial
information included on the charity’s website. Legislation in the UK, governing the preparation and
dissemination of financial statements, may differ from legislation in other jurisdictions.
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Independent auditors’ report to the trustees and members of Foundation Scotland

Opinion

We have audited the financial statements of Foundation Scotland (the 'charitable company") for the
period ended 31 March 2018 which comprise the Statement of Financial Activities, the Balance Sheet,
the Cash Flow Statement 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, including FRS 102 7he Financial Reporting
Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting
Practice).

In our opinion the financial statements:

s give a true and fair view of the state of the charitable company's affairs as at 31 March 2018 and
of its income and expenditure for the period then ended;

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

» have been prepared in accordance with the requirements of the Companies Act 2006, the Charities
and Trustee Investment (Scotland) Act 2005 and Regulation 8 of the Charities Accounts (Scotland)
Regulations 2006 (as amended) ‘

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (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
company 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 audit 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 ISAs (UK) require
us to report to you where:
« the directors' use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
o the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’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 other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.
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Other information (continued)

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.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:

e the information given in the Trustees' Report which includes the Directors’ Report for the financial
period for which the financial statements are prepared is consistent with the financial statements;
and

 the Trustees' Report which includes the Directors’ Report has been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the charitable company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Trustees'
Report which includes the Directors’ Report.

We have nothing to report in respect of the following matters where the Companies Act 2006, the
Charities and Trustee Investment (Scotland) Act 2005 and the Charities Accounts (Scotland) Regulations
2006 (as amended) require us to report to you if, in our opinion:

» adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not visited by us; or

 the financial statements are not in agreement with the accounting records and returns; or

» certain disclosures of trustees' remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit; or

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement, the directors (who are also the
trustees of the charitable company for the purposes of charitable law) are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of the financial statements

We have been appointed as auditor under section 44(1)(c) of the Charities and Trustee Investment
(Scotland) Act 2005 and under the Companies Act 2006 and report in accordance with the Acts and
relevant regulations made or having effect thereunder

Our 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.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

This report is made solely to the members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006, and to the charity’s directors, as a body, in accordance with Section 44 (1)(c) of
the Charities and Trustee Investment (Scotland) Act 2005 and regulation 10 of the Charities Accounts
(Scotland) Regulations 2006 (as amended). Our audit work has been undertaken so that we might state
to the members and the charity’s directors 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 charity, its members as a body and its directors as a
body, for our audit work, for this report, or for the opinions we have formed.

James Davidson (Senior statutory Auditor)

For and on behalf of Henderson Loggie

Chartered Accountants & Statutory Auditors

Eligible to act as an auditor in terms of section 1212 of the Companies Act 2006

04 December 2018
11-15 Thistle Street

Edinburgh
EH2 1DF
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Statement of financial activities
(Incorporating the income and expenditure account)

for the year ended 31 March 2018

Total Total
Note Unrestricted Restricted Endowment Funds Funds
Funds Funds Funds 2018 2017
£000 £000 £000 £000 £000
Income & endowments from:
Donations and legacies 2 960 - - 960 1,102
Other trading activities — Challenge events 2 - - - - 410
Investments 2 1,097 4 508 1,609 493
Charitable activities:
Income for grant making 2 1017 6,095 2,677 9,789 8,456
Charity & online giving accounts 2 48 1,233 - 1,281 1,006
3,122 7,332 3,185 13,639 11,467
Other 132 - - 132 79
Total income 3,254 7,332 3,185 13,771 11,546
Expenditure on:
Raising funds
Development costs 3 319 - - 319 368
Challenge events 3 - - - - 350
319 - - 319 718
Charitable activities
Grants payable in furtherance of the charity’s objects 4 - 7,668 - 7,668 6,122
Charity & online giving accounts 4 - 1,912 - 1,912 1,230
Grant and loan making services 5 1,346 - - 1,346 1,293
1,346 9,580 - 10,926 8,645
Total expenditure 1,665 9,580 - 11,245 9,363
Net gains / (losses) on investments (44) - 2,818 2,774 4,739
Net income / (expenditure) 1,545 (2,248) 6,003 5,300 6,922
Transfers between funds 14 133 2,209 (2,342) - -
Net income after transfers between funds 1,678 (39) 3,661 5,300 6,922
Actuarial losses on defined benefit pension scheme 5 - - 5 (18)
Net movement in funds 1,683 (39) 3,661 5,305 6,904
Total funds brought forward 2,815 6,993 29,684 39,492 32,588
Total Funds carried forward 14 4,498 6,954 33,345 44,797 39,492

All of the charity’s activities are continuing.
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Balance sheet
at 31 March 2018

Note

2018 2017
Fixed assets £000 £000
Tangible assets 9 1,486 1,501
Investment property g9 718 692
Investment in subsidiary undertaking 10 - -
Other investments 10 36,256 30,807
38,460 33,000

Current assets
Debtors 11 762 1,255
Cash at bank and in hand ’ 8,815 7,885
9,577 9,140
Creditors: amounts falling due within one year 12 (2,884) (2,265)
Net current assets 6,693 6,875
Provision for liabilities and charges 13 (356) (383)
Net assets 44,797 39,492

Funds

Endowment funds- General 14 23,996 21,463
- Revaluation reserve 9,349 8,221
33,345 29,684
Restricted funds 14 6,954 6,993
Unrestricted funds - General 4,381 2,659
- Revaluation reserve 14 117 156
4,498 2,815
44,797 39,492

These financial statements were approved by the board on sex December 2018 and were signed on its behaif by:

Thomas Ward
Chair
Company number SC152949
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Cash flow statement

for the year ended 31 March 2018

Net expenditure as per the statement of financial activities
Adjustments for;

Depreciation charge

(Gains)/losses on investments

Interest and dividend income

Decrease / (increase) in debtors

Increase / (decrease) in creditors

Increase / (decrease) in defined benefit pension provision

Net cash provided by operating activities

Cash flows from investing activities:
Dividends & interest from investments
Purchase of property, plant and equipment
Proceeds from sale of investments
Purchase of investments

Net cash used in financing activities

Change in cash and cash equivalents in the reporting period
Cash and cash equivalents at the beginning of the reporting period

Cash and cash equivalents at the end of the reporting period
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2018 2017
£000 £000
5,300 6,922
80 45
(2,774) (4,739)
(1,609) (493)
493 (83)
619 615
(22) (18)
2,087 2,249
1,609 493
(91) (2,215)
3,590 3,418
(6,265) (2,570)
(1,157) (873)
930 1,375
7,885 6,510
8,815 7,885
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Notes forming part of the financial statements

1 Accounting policies
The following accounting policies have been applied consistently in dealing with items which are considered material to the financial statements

Status of the company

The Foundation is a company, incorporated in Scotland and limited by guarantee of its members and does not have a share capital. Each member
has undertaken to contribute an amount not exceeding £1 towards any deficit arising in the event of the company being wound up. If on the
winding up of the company any assets remain after satisfaction of all the company’s debts and fiabilities, such assets shall be given or transferred
to some charitable body or bodies whose objects are altogether or in part similar to the objects of the company.

The financial statements are presented in pounds sterling, which is the functional currency of the charity, and rounded to the nearest thousand
pounds.

Basis of preparation and assessment of going concern

The financial statements are prepared under the historical cost convention as modified by the revaluation of investment assets and are in
accordance with the Statement of Recommended Practice: Accounting and Reporting by Charities preparing their accounts in accordance with
the Financial Reporting Standard applicable in the UK and Republic of Ireland (FRS 102) issued on 16 July 2014 and the Financial Reporting
Standard applicable in the United Kingdom and Republic of Ireland (FRS 102) and the Charities Accounts (Scotland) Regulations 2006 and the
constitution of the Trust.

The charity constitutes a public benefit entity as defined by FRS 102.

Going concern

The trustees have considered the position for the next twelve months and concluded that the use of the going concern basis of accounting is
appropriate because there are no material uncertainties relating to activities or conditions that may cast doubt about the ability of the charity to
continue as a going concemn.

Incoming resources

Incoming resources, including legacies and gifts are recognised when there is entitlement, probability of receipt and the income can be measured
with sufficient accuracy. Where income is received subject to certain conditions or for particular future expenditure the income is deferred.

Income from the endowment fund is added to the fund. Each year up to 4% of the endowment fund (unless a donor has specifically asked for
a higher level) is distributed to the purposes of each of the funds with an approximate 1% contribution to administration and grant making costs
transferred to the general fund.

Income received for grant making programmes on behalf of other funders and deposits to “Charity and online giving accounts” are included within
Incoming resources from Charitable Activities.

Resources expended

All expenditure is recognised on an accruals basis and is recognised when there is a legal or constructive obligation to pay for expenditure. All
costs have been directly attributed to the relevant category of resources expended. The Foundation became registered for VAT during the year
and all expenditure categories therefore include irrecoverable VAT.

Funds
Funds are classified as restricted, endowment, designated or general. These are defined as follows:

e Restricted funds are funds which must be used for specific activities which have been declared by the donor;
«  General funds are expendable at the discretion of the board of Trustees in the furtherance of the objects of the Foundation;
e  Endowment funds represent those assets which are held for long term investment by the Charity.

Further details of the nature and purpose of each fund and the basis of transfers are given in note 14,
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Notes (continued)

Fixed assets and depreciation
Fixed assets are included at cost.

Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets by equal instalments over their estimated
useful economic lives as follows:

Heritable property - over 50 years
Furniture - over 5 years

IT and Office equipment - over 3 years
Office fittings (leased properties) - over term of lease
Investment properties

Investment properties or parts of properties held for investment purposes are measured initially at cost and subsequently at fair value at the
reporting date.

Valuations are carried out every five years by an external expert and derived from the current market rents and investment property yields for
comparable property, adjusted if necessary for any difference in the nature, location or condition of the specific asset. No depreciation is provided.
Changes in fair value are recognised in the statement of financial activities.

Investments
Investments are included at market value at the balance sheet date.

Realised gains and losses, representing the difference between sale proceeds and market value at the previous financial year end, or purchase
cost if acquired during the financial year, are dealt with in the statement of financial activities. Unrealised gains and losses, representing the
movement in the market value of investments over the financial year, or from their date of purchase if acquired during the financial year, are
dealt with separately in the statement of financial activities.

Leases

Assets acquired under finance leases or hire purchase are capitalised and the outstanding future lease obligations are shown in creditors.
Operating lease rentals are charged to the income and expenditure account on a straight line basis over the period of the lease.

Pension scheme

The company participates in a pension scheme providing benefits based on final pensionable pay. The assets of the scheme are held separately
from those of the company. The company is unable to identify its share of the underlying assets and liabilities of the scheme on a consistent and
reasonable basis. As required by FRS102 it recognises a liability representing the net present value of the deficit reduction contributions payable
under the existing deficit funding arrangements.

Debtors

Trade and other debtors are recognised at the settlement amount due. Prepayments are valued at the amount prepaid. Where loans are repayable
on demand these debts are not discounted.

Cash at bank and in hand

Cash at bank and cash in hand includes cash and short term highly liquid investments with a short maturity of one year or less from the date of
acquisition or opening of the deposit or similar account.

Creditors

Creditors are recognised where the charity has a present obligation resulting from a past event that will probably result in the transfer of funds
to a third party and the amount due to settle the obligation can be measured or estimated reliably. Creditors are normally recognised at their
settlernent amount.

Redundancy costs

Whilst the charity takes every step to avoid redundancy the nature of funding makes such decisions occasionally necessary. Redundancy costs
are recognised once a constructive obligation exists.

Financial instruments

The charity only has financial assets and financial liabilities of a kind that qualify as basic financial instruments. Basic financial instruments are
initially recognised at transaction value and subsequently measured at their settlement value.
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Notes (continved)

Taxation status

The Company is recognised by HM Revenue & Customs as a charity for the purposes of the Corporation Tax Act 2010 part 11 and is exempt from
income and corporation tax on its charitable activities.

Judgements in applying accounting policies and key sources of estimation uncertainty

In the application of the charity’s accounting policies, the trustees are required to make judgements, estimates and assumptions about the
carrying amount of assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

In preparing these financial statements, the directors have made the following judgements:
. Determine whether leases entered into by the charity as a lessee are operating or finance leases. These decisions depend on
an assessment of whether the risks and rewards of ownership have been transferred from the lessor to the lessee on a lease
by lease basis.

. Tangible fixed assets are depreciated over a period to reflect their estimated useful lives. The applicability of the assumed lives
is reviewed annually, taking into account factors such as physical condition, maintenance and obsolescence.

. Fixed assets are also assessed as to whether that are indicators of Impairment. This assessment involves consideration of the
economic viability of the purpose for which the asset is used.

The following are the charity’s key sources of estimation uncertainty:

The value of the deficit in the defined benefit pension fund is determined using an actuarial valuation. The actuarial valuation involves making
assumptions about discount rates, mortality rates and future pension increases. Due to the complexity of the valuation, the underlying assumptions
and the long-term nature of the liabilities, such estimates are subject to significant uncertainty. In determining the appropriate discount rate,
management considers the interest rates of corporate bonds with extrapolated maturities corresponding to the expected duration of the defined
benefit obligation. The mortality rate is based on publicly available mortality tables. Future pension increases are based on expected future
inflation rates.
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Notes (continued)

2 Incoming resources

Income from donations and legacies
Donations

Total

Year ended 31/3/17

Income from other trading activities ~ Challenge events

Caledonian Challenge 2016

Total

Year ended 31/3/17
Income from Investment
Dividends

Bank interest

Total

Year ended 31/3/17

Total Total
Unrestricted Restricted Endowment Funds Funds
Funds Funds Funds 2018 2017
£000 £000 £000 £000 £000
960 - - 960 1,102
960 - - 960 1,102
1102 - - 1,102
- - - - 410
- . - - 410
410 - - 410
1,072 508 1,580 452
25 4 - 29 41
1,097 4 508 1,609 493
36 7 450 493
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Notes (continued)

2 Incoming resources (continued)
Total Total
Unrestricted Restricted Endowment Funds Funds
Funds Funds Funds 2018 2017
Income from charitable activities £000 £000 £000 £000 £000
Annual grant making funds 1,017 6,095 - 7,112 7,544
Invested funds - - 2,677 2,677 912
Total charity 1,017 6,095 2,677 9,789 8,456
Year ended 31/3/17 979 6,565 912 8,456
Charity & online giving accounts 48 1,233 - 1,281 1,006
Total 48 1,233 - 1,281 1,006
Year ended 31/3/17 46 960 - 1,006
Total Total
Funds Funds
2018 2017
£000 £000
Public sector funding including BIG Lottery:
Scottish Government — Tampon tax - - - - 600
BIG Lottery — Jessica 257 - - 257 267
BIG Lottery — Spirit of 2012 - 14 87 168 - 255 739
Total 344 168 - 512 1,606
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Notes (continuea)

3 Costs of raising funds: Development and Challenge events

Total Total
Unrestricted Restricted Endowment Funds Funds
funds funds funds 2018 2017
Development £000 £000 £000 £000 £000
Staff costs 205 - - 205 199
Public relations - - - - 11
Office admin/consultancy 6 - - 6 15
Website 14 - - 14 24
Support costs & governance 94 - - 94 119
Total 319 - - 319 368
Year ended 31/3/17 368 - - 368
Unrestricted Restricted Endowment Total Total
funds funds funds Funds Funds
2018 2017
Challenge events £000 £000 £000 £000 £000
Staff costs - - - - 74
Event logistics - - - - 206
Public relations - - - - 33
Office admin/consultancy - - - - 1
Support costs & governance - - - - 26
Total - - - - 350
Year ended 31/3/17 350 - - 350
These costs relate to Challenge events as follows:
Unrestricted Restricted Endowment Total Total
funds funds funds Funds Funds
2018 2017
£000 £000 £000 £000 £000
Caledonian Challenge 2016 - - - - 350
Total - - - - 350
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Notes (continved)

4 Grants payable in furtherance of the charity’s objects

Unrestricted Restricted Endowment Total Total
funds funds funds 2018 2017
£000 £000 £000 £000 £000
Annual grant making - 5,976 - 5,976 5,642
Invested funds - 1,692 - 1,692 431
Fundraising events - - - - 49
Total - 7,668 - 7,668 6,122
Charity & online giving accounts - 1,912 1,922 1,230
- 9,580 - 9,580 7,352
Year ended 31/3/17 49 7,303 - 7,352
Grants by Local Authority 2018 2017
£000s £000s
North
Highland 687 630
Orkney & Shetland 12 24
Western Isles 18 6
North East
Aberdeen City 80 58
Aberdeenshire 227 330
Moray 53 149
East
Angus 33 18
Dundee City 183 116
Fife 212 244
Perth & Kinross 207 88
Central
East Dunbartonshire 14 9
Falkirk & Clackmannanshire 235 201
North Lanarkshire 96 176
South Lanarkshire 256 212
Stirling 211 203
West Dunbartonshire 21 23
West
Argyll & Bute 308 367
East Renfrewshire 20 10
Glasgow City 569 938
Inverclyde 25 30
Renfrewshire 25 33
Carried forward 3,492 3,865
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Notes (continued)

4 Grants payable in furtherance of the charity’s objects (continued)

Grants by Local Authority (continued) 2018 2017
£000s £000s
Brought forward 3,492 3,865
South East
East Lothian 14 70
Edinburgh City 1,768 385
Midlothian 69 79
West Lothian 158 80
Scottish Borders 338 264
South West
Dumfries & Galloway 727 522
East Ayrshire 21 77
North Ayrshire 26 59
South Ayrshire 802 575
Other
Qutwith Scotland 253 146
Total 7,668 6,122

5 Community Investment, Philanthropy, Programmes & Resilient

Unrestricted Restricted Endowment Total Total

funds funds funds 2018 2017

£000 £000 £000 £000 £000

Staff costs 712 - - 712 661

Office, administration and consultancy 27 - - 27 53

Travel, training and recruitment 42 - - 42 37

Website and other grant promotion 8 - - 8 9

Grant assessor travel & training 22 - - 22 24

Support costs & governance 535 - - 535 509

Total 1,346 - - 1,346 1,293
Year ended 31/3/17 1,293 - - 1,293
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Notes (continued)

6 Governance & other support costs allocation

Governance costs Unrestricted Restricted Endowment Total Total
funds funds funds 2018 2017
£000 £000 £000 £000 £000

Office costs 1 - - 1 3

Travel, training and recruitment 3 - - 3 2

Auditors’ remuneration 12 - - 12 12

Total 16 - - 16 17

Allocation of Governance & other support costs:

Grant and Total Total
Development loan 2018 2017

Making
£000 £000 £000 £000
Staff costs ~ Finance & Admin 28 162 190 221
Travel, training and recruitment 7 39 46 24
Rent & rates 7 40 47 89
Office costs 25 139 164 183
IT costs 4 20 24 36
Audit & other professional fees 11 61 72 46
Depreciation 11 68 79 45
Interest expense 1 6 7 10
Total 94 535 629 654
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7 Total expenditure

Staff Deprec- Other Total Total
Note costs iation costs 2018 2017
£000 £000 £000 £000 £000
Development 3 233 11 75 319 368
Events 3 - - - - 350
Grants payable 4 - - 7,668 7,668 6,122
Charity & online giving accounts 4 - - 1,912 1,912 1,230
Grant & loan making costs 5 874 68 404 1,346 1,293
Total 1,107 79 10,059 11,245 - 9,363
Staff costs:
2018 2017
£000 £000
Wages and salaries 9558 1,010
Redundancy costs 4 7
Social security costs 91 96
Other pension costs 57 42
Total 1,107 1,155
Interest expense in respect of defined benefit pension scheme 7 10
Actuarial gains/ (losses) on defined benefit pension schemes 5 18
Deficit pension contributions paid 29 28

At the end of the financial year pension contributions amounting to £7,581 (2017: £7,297) were payable and are included in creditors.

The Foundation considers its Senior Management Team to be its key management personnel. The total pay of key management in the year was
£274,202 (2017: £263,148), total employer national insurance was £31,052 (2017: £30,512), total employer pension contributions was £15,558
(2017: £15,787) and total redundancy costs were £3,668 (2017: £Nil).

2 employees (2017:2) received remuneration in excess of £60,000 in the following bandings:

2018 2017
£60,000 - £70,000 1 2
£70,000 - £80,000 1

The average number of staff employed by the company (excluding Trustees) during the year, analysed by category, was as follows:

2018 2017

No. No.

Community Investment 12 14
Executive 1 1
Finance and Operations 5 5
Philanthropy 7 7
Programmes 4 4
Resilient 4 4
33 35
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Notes (continued)

7 Total expenditure (continued)

Members of the Board of Trustees are not remunerated by the Foundation; 3 (2017 none) Trustees received expenses during the year totalling
£386 (2017: £nif) for attending meetings and attending training courses. The Trustees had Trustees indemnity insurance in place during the
year.

8 Net incoming resources
Net incoming resources is stated after charging:
2018 2017
£000 £000
Depreciation and other amounts written off tangible fixed assets 79 45
Auditor’s remuneration
Audit of these financial statements 13 13
Cther services — pensions & life assurance 1 2
Other services - payroll 3 3
VAT services 4 6
9 Tangible fixed assets
Land & Investment Fixtures, fittings Total
buildings Land & &
buildings equipment
£000s £000s £000s £000s
Cost
At beginning of year 1,367 692 237 2,296
Additions 51 26 14 91
Disposals (11) (1D
At end of year 1,418 718 240 2,376
Depreciation
At beginning of year 21 - 82 103
Charge for year 27 - 53 80
Disposals (11) (11)
At end of year 48 - 124 172
Net book value
At 31 March 2018 1,370 718 116 2,204
At 31 March 2017 1,346 692 155 2,193

All assets are held for charitable purposes.

Investment properties or parts of properties held for investment purposes are measured initially at cost and subsequently at fair value at the
reporting date.

Valuations will be carried out every five years by an external expert and derived from the current market rents and investment property yields
for comparable property, adjusted if necessary for any difference in the nature, location or condition of the specific asset. No depreciation is
provided.
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10 Other investments

2018 2017
£000 £000
Market value as at 1 April 30,807 26,916
Additions 6,265 2,570
Disposal proceeds (3,590) (3,418)
Net investment gain 2,774 4,739
Market value at 31 March 36,256 30,807
Historical cost at 31 March 26,790 22,430
Represented by:
Cash and fixed interest securities 4,136 1,752
Listed shares 724 633
Unlisted shares 166 154
Investment trusts and unit trusts 31,230 28,268
Total 36,256 30,807
Investments comprising more than 5% of market value:
Newton Growth & Income Fund for Charities 11,746 9,481
Independent Investment Trust 2,549 2,621
Monks Investment Trust 2,104 2,084
Cash on deposit 2,948 -
Investments
FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by FRS 102 as follows:
. Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge an
obligation.
. Market risk: this comprises currency risk, interest rate risk and other price risk.
. Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes in foreign
exchange rates.
. Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes in market
interest rates.
. Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes in market

prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

The Charity has exposure to these risks because of the investments it makes to implement its investment strategy. The Trustees manages
investment risks, including credit risk and market risk, within agreed risk limits which are set taking into account the Charity’s strategic
investment objectives. These investment objectives and risk limits are implemented through the investment manager agreements in place with
the Charity's investment managers and monitored by the Trustees by regular reviews of the investment portfolios.

Further information on the Trustees’ approach to risk management and the Charity’s exposure to credit and market risks are set out below.
Credit Risk

The Charity invests in pooled investment vehicles and is therefore directly exposed to credit risk in relation to the instruments it holds in the
pooled investment vehicles and is indirectly exposed to credit risks arising on the financial instruments held by the pooled investment vehicles.
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Analysis of direct credit risk

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled arrangements being ring-fenced
from the pooled manager, the regulatory environments in which the pooled manager operates and diversification of investments amongst a
number of pooled arrangements. The Trustees carry out due diligence checks on the appointment of new pooled investment managers and on
an ongoing basis monitor any changes to the regulatory and operating environment of the pooled manager.

Pooled investment arrangements used by the Charity comprise authorised unit trusts.Indirect credit risk arises in relation to underlying
investments held in the bond pooled investment vehicles. This risk is mitigated by only investing in pooled funds which invest in at least
investment grade credit rated securities.

Currency risk
The Charity is subject to currency risk because some of the Charity’s investments are held in overseas markets, principally via the pooled

investment vehicles.

Interest rate risk
The Charity is subject to interest rate risk through investments comprising bonds.

Other price risk
Other price risk arises principally in relation to equities held in pooled vehicles. The Charity manages this exposure to other price risk by

constructing a diverse portfolio of investments across various markets.

11  Debtors
2018 2017
£000 £000
Prepayments and accrued income 708 1,115
VAT 44 130
Loans 10 10
762 1,255
12  Creditors: amounts falling due within one year
2018 2017
£000 £000
Trade creditors 141 137
Tax & social security 27 24
Accruals and deferred income 2,716 2,104
2,884 2,265
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Deferred income

2018 2017
£000 £000
Balance as at 1% April 2017 87 29
Amounts released to income (60) (15)
Amounts added to deferred income - 73
Balance as at 31 March 2018 27 87

Deferred income relates to relates to contributions to administration fees where performance related conditions had not been
met at the year end.

13 Provision for liabilities and charges

Defined benefit pension scheme net present value of deficit contributions payable

2018 2017

£000 £000
Provision at start of period 383 383
Unwinding of the discount factor (interest expense) 7 10
Deficit contribution paid (29) (28)
Remeasurements - impact of any change in assumptions (5) 18
Remeasurements - amendments to the contribution schedule - -
Provision at end of period 356 383

The company participates in the scheme, a multi-employer scheme which provides benefits to some 102 non-associated employers. The
scheme is a defined benefit scheme in the UK. It is not possible for the company to obtain sufficient information to enable it to account for the
scheme as a defined benefit scheme. Therefore it accounts for the scheme as a defined contribution scheme.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which came into force on 30 December 2005, This, together
with documents issued by the Pensions Regulator and Technical Actuarial Standards issued by the Financial Reporting Council, set out the
framework for funding defined benefit occupational pension schemes in the UK.

The scheme is classified as a 'last-man standing arrangement'. Therefore the company is potentially liable for other participating employers'
obligations if those employers are unable to meet their share of the scheme deficit following withdrawal from the scheme. Participating
employers are legally required to meet their share of the scheme deficit on an annuity purchase basis on withdrawal from the scheme.

A full actuarial valuation for the scheme was carried out at 30 September 2014, This valuation showed assets of £88.22m, liabilities of
£122.15m and a deficit of £33.93m. To eliminate this funding shortfall, the Trustee asked the participating employers to pay additional
contributions to the scheme as follows:

Deficit contributions

£1,323,116 per annum

From 1 April 2016 to 31 October 2029: (payable monthly and increasing by 3% each on 1st April)

£292,376 per annum

From 1 April 2016 to 30 September 2031: {payable monthly and increasing by 3% each on 1st April)

From 1 April 2016 to 30 September 2031: £37,475 per annum
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13 Provision for liabilities and charges (continued)

The recovery plan contributions are allocated to each participating employer in line with their estimated share of the scheme liabilities.

Where the scheme is in deficit and where the company has agreed to a deficit funding arrangement the company recognises a liability for this
obligation. The amount recognised is the net present value of the deficit reduction contributions payable under the agreement that relates to
the deficit. The present value is calculated using the discount rate detailed in these disclosures. The unwinding of the discount rate is
recognised as a finance cost.

Income and expenditure account impact

2018 2017

£000 £000
Interest expense 7 10
Remeasurements — impact of any change in assumptions (5) 18
Remeasurements — amendments {o the contribution schedule - -
Assumptions 2018 2017 2016
% per annum % per annum % per annum
Rate of discount 2.01 1.76 2.55

The discount rates shown above are the equivalent single discount rates which, when used to discount the future recovery plan contributions
due, would give the same results as using a full AA corporate bond yield curve to discount the same recovery plan contributions.

From 1 April 2013 a new recovery plan came into effect, following the finalisation of the 2014 valuation. Under the recovery plan the
Foundation is required to make lump sum payments of £28,000 per annum with a 3% inflationary increase each year.

The scheme actuary has estimated that the employer debt that would become payable if the Foundation ceased to participate or if the scheme
was wound up would be £1,754k as at 30 September 2015. It is not the trustees’ intention to crystallise this liability.

As a replacement to the Scottish Voluntary Sector Pension Scheme the Foundation currently has up a group personal pension scheme
administered by Royal London. The Foundation’s contributions are restricted to those detailed in note 7.
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14 Funds

At 31 March 2017
Movement in resources:
Incoming
Outgoing
Gains and losses
Actuarial gain
Transfers

At 31 March 2018

Unrestricted funds

General
Caledonian Challenge

At 31 March 2018

General
Caledonian Challenge
New Millennium Fund

At 31 March 2017

Unrestricted
Funds
£000
2,815
3,254
(1,665)
(44)
5
133
4,498
Balance
brought
forward Income  Expenditure Gains
£000 £000 £000 £000
1,413 1,330 (1,665) -
1,402 1,924 - (44)
2,815 3,254 (1,665) (44)
Balance
brought
forward Income  Expenditure Gains
£000 £000 £000 £000
93 1,634 (2,060) -
1,845 1,018 - 24
21 - - 1
1,959 2,652 {2,060) 25

38

Restricted Endowment
Funds Funds
£000 £000
6,993 29,684
7,332 3,185
(9,580) -
- 2,818
2,209 (2,342)
6,954 33,345
Actuarial
Transfers gain/loss
£000 £000
133 5
133 5
Actuarial
Transfers gain/loss
£000 £000
1,764 (18)
(1,485) -
(22) -
257 (18)

Total
Funds
£000

39,492

13,771
(11,245)
2,774

5

44,797

Balance
carried
forward
£000

1,216
3,282

4,498

Balance
carried
forward
£000

1,413
1,402

2,815
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Foundation Scotland

(a company limited by guarantee and not having share capital)
Annual Report and financial statements - 31 March 2018

Notes (continued)

Analysis of net assets between funds

Restricted  Unrestricted Endowment Total
Funds Funds Funds Funds
£000 £000 £000 £000

Fund balances at the previous year end are represented by:

Tangible fixed assets - 2,193 - 2,193
Investments - 1,123 29,684 30,807
Net current assets 6,993 (118) - 6,875
Provisions - (383) - (383)
At 31 March 2017 6,993 2,815 29,684 39,492
Restricted  Unrestricted Endowment Total
Funds Funds Funds Funds
£000 £000 £000 £000
Fund balances at the year end are represented by:
Tangible fixed assets - 2,204 - 2,204
Investments - 3,182 33,074 36,256
Net current assets 6,954 (532) 271 6,693
Provisions - (356) - (356)
At 31 March 2018 6,954 4,498 33,345 44,797
Transfers
To restricted funds

From endowments

£2,209k being a capital distribution from endowments for the grant making programme associated with the underlying endowments.

To general funds

From endowments

£133k being a capital distribution from endowments for core costs associated with the grant making programme.

15 Operating lease commitments

The charity’s minimum operating lease commitments are as follows:

Within 1 year
In the second to fifth years inclusive
After 5 years

2018
£000

36
144
46

226

56

2017
£000

33
133



Foundation Scotland
(a company limited by guarantee and not having share capital)
Annual Report and financial statements - 31 March 2018

Notes (continved)

16 Ultimate controlling party and related party transactions

The Trustees control the activities of the charity.

Trustees made donations totalling £17,460 to Foundation Scotland during the year (2017: £192,680).

Investment management services were provided to the Foundation by Speirs & Jeffrey during the period. James McCulloch, was Chairman of
Speirs & Jeffrey during part of the previous year, prior to his retiral. Fees and commission of £2,217 were charged during the previous period. No
amount was due to Speirs & Jeffrey at the year end.

UK Community Foundations provides membership and associated central IT platforms for UK Community Foundations. For these services £29,727
(2017: £22,705) was charged during the period. Thomas Ward is a Director of UK Community Foundations. The amount due to UK Community
Foundations at the year end was £2,098 (2017: £1,929).

The following organisations, of which a Foundation Scotland director is related, received grants of:

Organisation Grants paid | FS Director Relationship with Recipient
YMCA Cupar Youth Cafe 1,000 John Naylor President of the YMCA Scotland
YMCA Tain 8,208 John Naylor President of the YMCA Scotland
YMCA Tain Youth Cafe 41,966 John Naylor President of the YMCA Scotland
YMCA Broughty Ferry 1,500 John Naylor President of the YMCA Scotland
YMCA Aberdeen 2,000 John Naylor President of the YMCA Scotland
Strange Town 100 John Naylor Trustee

University of Strathclyde 2,000 Samantha Fiander Employee

None of the Foundation Scotland Directors listed above were involved in the assessment of grant applications or the decision to approve
funding to the organisations to which they are related other than in the case of a donor directed award relating to their own charitable
funds held with Foundation Scotland. No balances were outstanding on the grants at the year end.

Two (2017: Two) directors of Foundation Scotland are also directors of Resilient Scotland Limited. Invoices totalling of £257,043 (2017:
£267,028) were issued to Resilient Scotland Limited during the year. The total amount due at the year end was £131,950 (2017: £71,239).

17 Contingent liabilities

Contingent fiabilities relate to grant awards offered during the year where settlement is dependent on the recipient fulfilling various stated
terms and conditions; the outcome of which is uncertain. The total at 31° March was £674,478 (2017: £336,890).

i8 Financial Instruments

2018 2017
£000 £000

Carrying amount of financial assets
Debt instruments measured at amortised cost 742 1,235
Assets measured at fair value through profit & loss 36,974 31,499
37,716 32,734

Carrying amount of financial assets
Measured at amortised cost 2,830 2,154

Debt instruments measured at cost comprises trade and other debtors. Assets measured at fair value through profit and loss comprise
listed investments.
Liabilities measured at amortised cost comprise trade creditors and accruals.

57






