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THE FRANCIS C SCOTT CHARITABLE TRUST
Dated 1% October 1963 — Registered Charity No. 232131

Trustees’ Annual Report (for the year ended 31% March 2006)

The Trustees present their annual report and audited financial statements for the year ended 31° March,
2006. Reference and administrative information set out on page 2 forms part of this report.

STRUCTURE, GOVERNANCE & MANAGEMENT

Overview

The Board of Trustees, comprising eight members, met 3 times during the year. Three sub-committees of
Trustees met at different times to assist in the efficient administration of the work of the Trust. They were:

- Investment & Finance Committee (Don Shore [Chair], lan H Pirnie CB, F Alexander Scott)

- Personnel Committee (Susan E Bagot [Chair], Madeleine M Scott, Clare C F Spedding and two
Trustees from the Frieda Scott Charitable Trust)

- Chair’s Discretion for Small Grants (Susan E Bagot)

The Director attends all three of the above Committees by invitation and in an ex-officio capacity.

Five part-time staff reported to the Director of the Trust who in turn reported to the Board of Trustees. The
Chair of Trustees managed the Director on behalf of her fellow Trustees and the Director managed all other
staff. All staff spent part of their time working for two other grant-giving charities, The Frieda Scott
Charitable Trust (1962) and The Sir James and Lady Scott Trust (1909). The total number of staff,
calculated on a full-time equivalent basis, was 3 during the year.

Trustees are appointed by the Settlor, with the Chair of Trustees being responsible for the induction and
training of new Trustees. An induction booklet is prepared for new Trustees and includes: Responsibilities
of Trustees, Copy of the Trust Deed, Grant Distribution Policy, Investment & Finance Policies, Strategic
Funding Model, Table of the 20% most deprived wards in beneficial area, Organisational Chart, Risk
Assessment Report, the last 3 Trustees’ Meeting Minutes, Trustees’ Annual Report & Accounts, Review of
Total Grants Paid over the past 12 years, FCSCT Application Form and FCSCT Guidelines Leaflet.

Trustees’ responsibilities
The Trustees are responsible for preparing the financial statements in accordance with applicable law and
United Kingdom Generally Accepted Accounting Practice.

The Trustees are required to prepare financial statements for each financial year that give a true and fair
view of the state of affairs of the Trust and of the results of the Trust for that period. 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 accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Trust will continue in business

The Trustees are responsible for maintaining proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Trust. They are also responsible for safeguarding the
assets of the Trust and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.
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Trustees’ Annual Report (continued)

OBJECTIVES & ACTIVITIES

Constitution

The Foundation was established by Deed of Trust dated 1% October 1963 with the widest powers to
distribute for charitable purposes.

Grant making policy

The Trust welcomes applications from charitable organisations within its defined area of grant giving.
Trustees seek to target funds where they can be most effective and can make a real difference to people’s
lives. The current policy of the Trust can be summarised as follows:

Our grants support charities addressing community deprivation in Cumbria and North Lancashire —
we are principally concerned with meeting the needs of the young from 0-19 years.

It is worth noting that:

- North Lancashire is defined as comprising Lancaster, Morecambe, Heysham & Carnforth

- Itis unusual for Trustees to support national charities with local operations or projects

- Capital and revenue grants are both provided, typically covering no more than 3 years at a time

- The Trust does not fund individuals and prefers to fund registered charities

- Appeals for Church restoration, the promotion of faith, medical causes, schools and expeditions are also
not normally funded

Activities

Through their own efforts and that of the staff, Trustees’ strategy for achieving the above falls into 2 categories:
Proactive - the Director and Chair of Trustees between them visit and/or correspond with every applicant for
funding that is considered at the 3 main Trustee meetings. From time to time Trustees also make field visits

to selected areas to better understand the work of beneficiaries. In addition, the Director regularly attends
various forums, conferences and meetings to keep abreast of the current needs in our beneficial area.

Reactive - the Trust endeavours to deal with all enquiries and applications to the Trust in an efficient and
professional manner. Communication with both applicants and beneficiaries is increasingly undertaken
electronically with the majority of applications submitted having been downloaded from the Trust's website.

ACHIEVEMENTS & PERFORMANCE

Review of the Year

The Trust received income of £857,720 as against £813,274 the previous year. The Trustees have also
drawn down £666,000 from the capital value of the Trust’'s expendable endowment to help fund their grant
giving programme. The table below illustrates the size and number of grants committed in the year. These
financial statements also show that property owned by this Trust is occupied by the Brathay Hall Trust on a
long-term lease at a peppercorn rent (as shown in notes 2 and 10). It is the opinion of the FCSCT Trustees
that this represents an ongoing ‘in-kind’ contribution to the Brathay Hall Trust to the value of £89,000 p.a.

GRANTS COMMITTED FY2004/05 FY2005/06 Average gran size | Average gramt size
Main grants (Trustees) £977,580 (44) £1,256,800 (43) £22,218 £29,228
Small grants (Chair) £70,434 (33) £67,265 (23) £2,134 £2,925
Extraordinary grants £1,600,000 (3) £0 (0) - .
Returned grants -£500 (1) - £56,622 (5) . .
TOTAL £2,647,514 (80) £1,267443 (66) | E13610 o £20,062
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Trustees’ Annual Report (continued)

The underlying trend of a higher sum committed with fewer grants accurately reflects the Trustees’ strategy
of awarding significant grants over the longer term to a more select number of organisations. Over 90% of
this year’s grant commitments were directed towards projects addressing the needs of the young (0 to 19
years old) living in our beneficial area.

In terms of grants paid during the 2005/06 financial year, 65% of the £1,537,143 total was directed towards
the 10 most deprived regions in our beneficial area. A further 32% was directed to projects serving all of
Cumbria/North Lancashire that included these pockets of community deprivation in their work.

Total management, administration and governance costs for the year amounted to £100,359 (6.5% of grants
paid) compared to £105,754 (9.5%) the previous year. This higher expenditure in FY2004/05 was due to
the purchase of new database software to enhance the efficiency of the Trust’s operations.

Risk Management
The Trustees annually examine the major risks which the Trust faces and consider that systems and
protocols have been established to monitor and control such risks.

FINANCIAL REVIEW

Investment Policy

In accordance with the Trust Deed (dated 1% October 1963), the Trustees have considerable discretion over
the investment of the monies of the Trust Fund. They have agreed the following policy:

1. To seek growth in each of income (net of management charges) and capital over the long term in
excess of the growth in the Retail Price Index plus 1.25% p.a. For the avoidance of doubt, income is
taken to include any tax reclaims, where relevant; capital is measured before any withdrawals are made,
either drawdowns (as per point 2 below) or for any other reason.

2. Fund Managers should be prepared for drawdowns of up to 1.25% of the average value of the fund at
the last 3 calendar year ends plus an amount equal to the expected annual management charges. The
Trustees will use this figure as a guide, but will make decisions on the actual amounts to be taken
depending on the circumstances of the time.

3. Whilst unlikely, extreme circumstances may occur which would lead to Trustees changing their grant
distribution policy, staff structure and/or investment strategy. Trustees believe that total holdings falling
to £15m and/or total annual income of below £600k would be the trigger to consider such action.

4. To continue to benchmark Fund Managers’ performance against the WM unconstrained excluding
property index.

Performance against Investment Policy

The total return on all investments, before fees, for FY2005/06 was 25.8% (13.3% in FY2004/05) compared
to the WM unconstrained excluding property index of 25.5% (13.4% in FY2004/05). Trustees have
reviewed the performance of Investment Managers against this and other benchmarks and found the
performance to be satisfactory in relation to the Investment Policy stated above.

Reserves Policy

It is not the Trustees intention to build up reserves. At 31% March 2006 there was a negative balance on
unrestricted funds (reserves) of £2,410,403. This arises because of the inclusion in the financial statements
of grant commitments over the next 3 or more years (£2,587,500) that are not due to be paid until after
future investment income is received. The Trustees are satisfied that this is a sensible policy in relation to
annual investment income.
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PLANS FOR FUTURE PERIODS

Following a strategic review of grant-giving conducted in July 2003, Trustees remain committed to supporting
those charitable organisations which best match the grant making policy as stated earlier. In addition, the
Trustees are seeking to target their funding within the following 3 categories of beneficiaries, with priority given
to organisations working in the most deprived communities in the Trust’s beneficial area.

Beneficiaries

a) 0-5year olds : supporting those who directly care for and work with children during their early years
b) 10-13 year olds : assisting young people as they transition from childhood into their teens

c) 14-19year olds : engaging with and nurturing young people through a wide variety of activities

Areas of Deprivation
Priority is given to organisations working with communities, groups and individuals located in the most
deprived wards in our beneficial area as well as geographically isolated villages and towns.

STATEMENT OF DISCLOSURE TO AUDITOR

a) So far as the Trustees are aware there is no relevant information of which the Trust’s auditors are
unaware, and

b) They have taken all the steps that they ought to have taken as Trustees in order to make themselves
aware of any relevant information and to establish that the Trust’s auditors are aware of that information.

This report was approved by Trustees on 10™ November 2006.

Mrs Susan E Bagot (Chair of Trustees)
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Independent Auditors’ report to the Trustees of The Francis C Scott Charitable Trust

We have audited the financial statements of The Francis C Scott Charitable Trust on pages 8 to 20 which have
been prepared under the historical cost convention as modified by the revaluation of certain fixed assets and the
accounting policies set out on page 10.

This report is made solely to the charity’s Trustees, as a body, in accordance with regulations issued under
section 44 of the Charities Act 1993. Our audit work has been undertaken so that we might state to the charity’s
Trustees those matters we are required to state to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the charity and
the charity’s Trustees as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Trustees and auditors

The Trustees’ responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out in the statement of the Trustees’ responsibilities. Our responsibility is to audit the financial
statements in accordance with relevant legal and regulatory requirements and International Standards on
Auditing (UK and Ireland).

We have been appointed as auditors under Section 43 of the Charities Act 1993 and report in accordance with
the regulations made under Section 44 of that Act.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with regulations made under section 44 of the Charities Act 1993. We also report to
you if, in our opinion, the Trustees’ report is consistent with the financial statements, if the Trust has not kept
proper accounting records, if we have not received all the information and explanations we require for our audit,
or if information specified by law, regarding Trustees’ remuneration and transactions with the Trust is not
disclosed.

We read the Trustees’ report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the Trustees in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Trust’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements.

Opinion

In our opinion the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Trust's affairs as at 31 March 2006 and of its incoming
resources and application of resources in the year then ended and have been properly prepared in accordance
with the Charities Act 1993 and the information given in the Trustees’ report is consistent with the financial
statements.

HWCA Limited

Chartered Accountants and Registered Auditors 1% Floor, Northern Assurance Buildings
Albert Square
9-21 Princess Street
Manchester M2 4DN

___ November 2006



