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REPORT OF THE MEMBERS OF THE COUNCIL OF
MANAGEMENT FOR THE YEAR ENDED 31 MARCH 2006

REFERENCE AND ADMINISTRATIVE INFORMATION

The Architectural Heritage Fund (AHF) is incorporated as a company limited by guarantee
(company number 1150304), is registered as a charity (number 266780), and is governed by its
memorandum and articles of association.

Registered office
Alhambra House, 27-31 Charing Cross Road, London WC2H 0AU

Council of Management
The members of the Council of Management serving during the year and since the year end were:

+Mr Colin Amery

*Mr Nicholas Baring # (Deputy Chairman)

*Mr Robert Boas #

+Mr William Cadell

*Mr Malcolm Crowder

*Mr Roy Dantzic # (reappointed for 5 years from 1 April 2006)
*Mrs Fionnuala Jay-O’Boyle

*Mr Thomas Lloyd (appointed for 5 years from 1 April 2006)
+Mr George McNeill

+Mr John Pavitt

+Mrs Jane Sharman (Chairman)

+Mr Merlin Waterson

*Dr Roger Wools (resigned 31 March 2006 after 17 years’ outstanding service)

+Appointed by the Secretary of State for Culture, Media and Sport.

*Appointed by the AHF.

# Member of the Audit Committee.

All members of the Council of Management are eligible as members of the Finance and General

Purposes Committee.

Secretariat

The AHF's employees on 31 March 2006 were:

Ian Lush Chief Executive and Company Secretary
Stephen Enthoven Director of Projects

Barbara Wright Loans and Grants Manager

Maria Perks Prajects Development Manager

Ian Rice Projects and Development Officer
Diane Kendal Personal Assistant and Office Manager
Paul Tozer Finance Manager

Anna Mumford Database Developer
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Advisers
The AHF's professional advisers at 31 March 2006 were:

Solicitors: Bates, Wells & Braithwaite
2-6 Cannon Street, London EC4M 6YH

Burness Solicitors
242 West George Street, Glasgow G2 4QY

Auditors: Kingston Smith LLP
Devonshire House, 60 Goswell Road,
London EC1M 7AD

Bankers: National Westminster Bank plc
Westminster Branch, PO Box 3038, 57 Victoria Street,
London SW1H CHN

Accounts were also held with the Bank of Scotland, CafCash Ltd, COIF Charities Deposit Fund and
Halifax plc.

STRUCTURE, GOVERNANCE AND MANAGEMENT

The governing body of the AHF is the Council of Management, whose members have legal
responsibility as directors of the AHF as a company and as trustees of the AHF as a charity. The
Council of Management is responsible for every aspect of the AHF's business and governance, with
day to day management being delegated to the AHF’s secretariat. Half of the current members of
the Council of Management were appointed by the Crown, and half by the AHF itself. Council
members usually serve for terms of five years, renewable. Every member of the Council of
Management is also a member of the AHF as a company. The AHF has no other members.

Given the specialised technical nature of the AHF’s charitable activities, the majority of the AHF’s
trustees are selected for their professional expertise in the field of historic architecture, especially its
preservation. Nine out of twelve serving trustees fall into this category, the remaining three having
been selected for their established abilities in management and finance. It would be rare for a
trustee to be appointed with no previous knowledge or experience of the AHF: a fact emphasised by
the section on the interests of the members (below). Before the official date of appointment, each
new member is provided with a full information pack covering the work and governance of the
AHF, is formally inducted by the Chairman and the Chief Executive, and attends at least one
Council of Management meeting as an observer.

In selecting members, every effort is made to ensure specialist representation of each country of the
United Kingdom. Current representation: five for England, two for Scotland, one each for Wales
and Northern Ireland.

The Council of Management normally meets five times a year. The Finance and General Purposes
Committee comprises the Chairman or Deputy Chairman and any two other members of the
Council of Management. Responsibility is delegated to this Committee to make some loan and
grant offers, and to deal with other matters between Council meetings, either by meeting or by post.
An Audit Committee, composed of up to four Council members, considers and reports to the
Council of Management on aspects of financial control and performance.




Interests of Members of the Council of Management

Some members of the Council of Management are also directors or trustees of, or consultants to,
organisations which apply for and receive financial assistance from the AHF, or with which the
AHF has an arm’s-length business relationship. In this event the member or members are required
to disclose the interest at the meeting at which the application is considered or the business is
discussed, and take no part in the Council of Management's decision.

Risk management

The AITF has undertaken a full risk assessment of the Charity’s operations. The principal risks have
been assessed and an action plan developed. The process and plan will continue to be reviewed and
updated.

OBJECTIVES AND ACTIVITIES
The Memorandum of Association defines the AHF's charitable objects as:

e to promote the permanent preservation for the benefit of the public generally of buildings,
monuments or other edifices or structures of particular beauty or historical, architectural or
constructional interest anywhere in the United Kingdom;

e to protect and conserve or promote the protection and conservation of the character and
heritage of the places in which such buildings are situated;

s to educate the public in the need for heritage conservation and to encourage high standards
in the contemporary environment.

Operation and policy

The AHF promotes the permanent preservation of historic buildings in the United Kingdom by
providing financial assistance, advice and information to building preservation trusts (BPTs) and
other charities and by disseminating information about the work of BPTs to statutory and non-
statutory bodies, non-government organisations and the public at large. BPTs — charities
established to preserve historic buildings for the benefit of the nation - operate within defined
geographical areas, usually a specific town or county.

The AHF seeks to achieve its objects primarily by making grants and low-interest short-term loans
to assist BPTs and other charities to acquire and repair buildings which merit preservation for re-
use. The AHF makes grants towards initial options appraisals and certain other costs, including the
cost to BPTs of employing a project organiser. Refundable grants towards the cost of specific
professional work to develop a project and to provide additional working capital are also available.

The AHF can help any charity intending to rescue a historic building. The building must normally
be listed, scheduled, or in a Conservation Area, and the project must involve a change of ownership
and/or of use.

As well as providing financial assistance, the AHF is a principal source of advice and information to
and about BPTs. It maintains a Register of ‘revolving fund’ BPTs (charities constituted to acquire,
repair and dispose of properties deemed worthy of preservation and to apply the proceeds of one
project to the working capital required for the next). This enables the AHF, local authorities and
others to identify the number and location of charities established with the aim of undertaking a
programmme of preservation projects. BPTs on the Register at 1 April 1995 are exempt from the
provisions of Part V of the Local Government and Housing Act 1989. AHF advice and financial
assistance is equally available to ‘single project’ BPTs (charities established to preserve a single




4

historic building or site). Loans and (from ! April 2002) most types of grant are available to any
charity with an eligible project.

As at 31 March 2006, following a major review during the year, there were 173 organisations on the
AHF’s Register of revolving fund BPTs (2005 — 184).

Implementation of policy

In accordance with its policy of promoting the permanent preservation of historic buildings, the
AHF is prepared to take considered financial risks if the historic and/or architectural merit of a
particular scheme is considered sufficient to warrant this.

The extent to which the AHF is able to implement its policies is largely determined by the size of its
endowment fund and annual income. The endowment fund, a capital fund that cannot be spent and
is devoted to the provision of loans, is composed of government grants and private sector donations
made since 1976. Annual income is derived from interest on loans and bank deposits, government
grants for particular programmes, donations and legacies, and sundry other sources.

Apart from a small amount of targeted advertising (2006 - £1,633), the cost of generating voluntary
income is internal, involving negotiation with, and reporting to, the AHF’s four governmental
funders. In 2005/06, this activity was unusually successful, with £530K being grauted directly to
the endowment fund. A number of commercial sponsors are also approached each year.

Loans and refundable grants

Refundable project development grants

Once an options appraisal (see below under Grantmaking) has shown that the project has a
reasonable chance of success, the AHF will consider an application for a refundable grant, normally
up to £15,000, for specific items of professional work to develop a project to the point at which it
meets the application requirements of the AHF and other funding bodies. In exceptionally large or
complex cases a further £10,000 may be made available. If the project proceeds, the amount of the
grant disbursed is expected to be repaid.

Loans

Low-interest loans are available for acquisition and/or working capital for projects undertaken by
BPTs and other charities. The recipient must normally have, or acquire, title to the historic building
to be repaired. The AHF requires security for every loan, either in the form of a formal repayment
guarantee or a first charge over any property to which a free and marketable title can be offered.
Loans are normally subject to a ceiling of £500,000 and the usual loan period is two years. The
AHF currently charges interest at 6% simple per annum on acquisition loans, and 4% simple per
annum on working capital loans, payabie at the end of the loan period.

Refundable working capital grants

Where a project can be fully funded but there is insufficient security to cover the AHF’s
contribution to the working capital requirement, it may at its discretion offer a refundable working
capital grant in addition to a loan. Such a grant must be repaid, with interest, before the loan
security is released.

Costs relating to loans and refundable grants are shown in Note 4 of the Statement of Financial
Activities.




Grantmaking {(non-refundable grants)

Options appraisal grant

The AHF can offer any charity with an eligible project grants of up to 75% towards the cost of an
initial options appraisal. The study should take a first look at the key conservation issues affecting
the building, examine the options, and consider in outline the viability of the most beneficial option.
The maximum grant is normally limited to £5,000, but in exceptional circumstances can be up to
£7,500. In rare cases the AHF will offer grants for studies which examine the feasibility of only
ong option, but the grant offered will then be a maximum of £3,000.

Mentoring grant

Introduced on 1 April 2005, the mentoring grant is designed to assist BPTs and other charities either
with their first application to the AHF or with projects that have failed to progress following
completion of an AHF options appraisal. Up to five days of the mentor’s time may be covered by
the grant, to a maximum of £1,500 plus expenses. The launch of this scheme was supported with a
£10,000 grant from the Garfield Weston Foundation.

There are two grants available only to BPTs:

Project administration grant

Once an options appraisal has identified the best option for a building and the BPT has resolved to
take the project forward, it may be eligible for a grant of £4,000 towards its own non-professional
costs in developing the scheme.

Project organiser grants

Project organiser grants enable a BPT to pay for the time of a suitable persen to develop and
co-ordinate a project and take it towards the start of work on site. The project organiser may be
someone appeinted for a fee from ocutside, or can be a temporary or permanent employee of the
BPT. The grant must relate to one specific project, and will not normally exceed 75% of the project
organiser’s cost. The maximum grant is £10,000 and it will usually be spread over more than one
year.

A summary of non-refundable grants is given in Note 5 of the Statement of Financial Activities.

Additional information concerning grants and loans is contained in the attached Appendices.
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Development and advocacy
Capacity building

Since the appointment of its present Chief Executive, Ian Lush, in November 2003, the AHF has
increased its commitment to building capacity in the sector. The AHF’s concemn for community
regeneration has also received greater emphasis. Both aims are being achieved not only by building
stronger traditional links with BPTs and local and national government agencies, but also by
exploring the possibility of working with other heritage charities, and with emerging social
enterprise organisations.

It should be stressed that most of the initiatives falling into this category are evolutionary, tending to
span several years. Details of current initiatives are provided in the Achievements and performance
section (below).

Annual Review and other publications

The illustrated Annual Review and How to Rescue a Ruin - by setting up a local Buildings
Preservation Trust (revised edition 1997) remain the AHEF’s principal printed publications.

Each year the AHF produces a comprehensive Annual Review. Tt covers not only projects
supported by the AHF, both completed during the year and under development, but also issues of
interest to anyone involved in the field of heritage and regeneration. The Annual Review’s
circulation is 3,200, being mailed to all the key decision makers and opinion formers in national,
regional and local government, regeneration agencies, commercial developers, building
preservation trusts and other charities. Relevant sections of the media are also targeted.

First published in 1989, Hilary Weir’s How fo Rescue a Ruin provides clear advice and concise
guidelines on: setting up a BPT, embarking on a first project, mobilizing funds, bringing the project
to a successful conclusion.

The AHF maintains two websites. Its main site (www.ahfund.org.uk) contains details of the AHF's
activities, case studies and other material. The other site (www.fthb.org.uk) is dedicated to Funds
for Historic Buildings in England and Wales — A Directory of Sources (FFHB). Partly funded by
English Heritage and Cadw, the FFHB website was formally launched in July 2003. During 2006,
its scope will be increased to cover the whole of the UK.

United Kingdom Association of Building Preservation Trusts (APT)

In 1989 the AHF helped found the United Kingdom Association of Building Preservation Trusts (APT),
with which it enjoys active co-operation and to which it provides financial and practical support.

As the membership organisation for building preservation trusts, APT seeks to: promote good
practice; encourage networking; increase the quality, professionalism and development of BPTs
throughout the UK.

The AHF continued its financial and practical support for APT throughout the year under review.
Notably, since 2004/03, the AHF’s Finance Manager has been providing practical help to APT, with
particuiar focus on the development and maintenance of its financial and operational systems.




ACHIEVEMENTS AND PERFORMANCE

The AHF is an unusual charity in that its main purpose is the support of projects to rescue historic
buildings by means of working capital Joans, underpinned by a strong element of grantmaking. As
it cannot initiate projects, or even stimulate the initiation of projects, the AHF is essentially reactive.

As regards development and advocacy, especially capacity building, the AHF’s commitment is
manifest. However, while the AHF can certainly educate and encourage both heritage activists and
the general public, it cannot, as has already been stated, initiate projects.

Loans and refundable working capital grants

In terms of loan funding, the AHF’s strategies are necessarily long-term, based on trends spanning
at least five years. One trend is of key significance: while the average quantity of AHF loans from
1999/2000 to date has remained steady, their average value has increased from £124K to £208K.
Over the same period, the total amount on loan increased by £3.6M from £5.4M to £9M, against an
increase in the endowment fund (to 2004/05) of £563K.

To meet the mounting pressure on the lending fund, it was decided in December 2005 to approach
the AHF’s main supporters — English Heritage, Historic Scotland, CADW, Department of the
Environment (Northern Ireland) - for additional contributions. As previously mentioned, a total of
£530K was obtained, Historic Scotland contributing £500K and CADW £30K. (It is important to
note that 2005/06 does not constitute a typical year for fundraising, and that there is no credible
linkage between the total raised and the related cost: only the special relationship between the AHF
and its main supporters made this remarkable result possible.)

To further enhance the AHF’s ability to meet future loan commitments, the AHF has secured (from
2006/07) an overdraft facility of up to £2M from Barclays Bank.

Loan activity in 2005/06

Offers: £3,767,800 (19 new and 5 supplementary)

Offer withdrawals (full): £1,326,580 (2)

Offer withdrawals (part): £928,080

Contracted: £3,625,837 (23)

Offers not yet contracted at the year end: £5,025,100 (23)
Disbursed: £4,319,819 (24)

Fully repaid (contracted value): £3,577,000 (15)

On loan at the year end: £8,756,322 (42)

Refundable working capital grant activity in 2005/06 (included in the above)

Offers: £68,800 (1 new and 1 supplementary)
Offer withdrawal (full): £67,500

Contracted: £60,000 (1)

Disbursed: £290,000 (2)




Refundable project development grants: activity in 2005/06

Offers: £173,000 (8)

Offer withdrawals (part): £19,475

Disbursed: £64,855 (4)

Repaid: £53,740 (3)

Converted to loan: £76,320 (4)

Converted to non-refundable grant: £15,000 (1)
To be disbursed at the year end: £257,041 (15)
QOutstanding at the year end: £320,021 (20)

Non-refundable grants: activity in 2005/06
Options appraisal grants

Offers: £161,155 (22 new and 2 supplementary)
Offer withdrawals (full): £16,185 (5)

Offer withdrawals (part): £1,611

Disbursed: £167,047 (34)

Offers outstanding at the year end: £306,345 (59)

Praject administration grants

Offers: £32,000 (8)

Offer withdrawals (part): £5,000

Disbursed: £47,000 (29)

Offers outstanding at the year end: £47,000 (23)

Profect arganiser grants

Offers: £192,575 (15)

Offer withdrawals (full): £22,500 (2)

Offer withdrawals (part): £20,027

Disbursed: £138,997 (34)

Offers outstanding at the year end: £326,154 (40)

Mentoring grants

¢ Disbursed: £1,886 (3)




Development and advocacy

Capacity building

As already stressed under Objectives and activities, many of the initiatives falling into this category
are evolutionary, tending to span several years.

Specific key activities and achievements in 2005/06 were as follows:

Under the auspices of English Heritage, the AHF has initiated and led discussions with the
Civic Trust, Regeneration Through Heritage and the Association of Preservation Trusts to
determine how their various training, support and capcity building activities could best be
aligned and implemented. A report was submitted to English Heritage by the AHF’s Chief
Executive, Ian Lush, in February, detailing activities and initiatives already underway,
together with plans for the future.

As part of an overall strategy of improving links with government at all levels, Ian Lush had
particular success with the Office of the Deputy Prime Minister (ODPM). A meeting with
the Head of the ODPM’s Neighbourhood Management Unit early in the year led to a
greater profile for the AHF among local community groups. Following a discussion with
David Miliband MP at the British Urban Regeneration Association Conference in October,
Ian Lush was invited to join the ODPM’s Working Group on Community Ownership of
Assets as the only heritage sector representative,

In January 2006 Ian Lush joined the Board of Heritage Link, an organisation set up in 2002
to give the many and diverse independent heritage organisations in England a collective
voice.

[an Lush has been chairing the Environmental Governmental Review group (Built Heritage
Forum) in Northern Ireland, coordinating the built heritage sector’s response to the review
of environmental governance; he is also an active member of the Welsh Heritage
Environment Group.

Links were strengthened with several other bodies during the year, including: the Heritage
Lottery Fund, the National Trust, the Institute of Historic Buildings Conservation, the
Prince’s Regeneration Trust, the Development Trust Association and the National Trust for
Scotland Little Houses Improvement Scheme.

The AHF acted as consultant on the two broadcast series of the television programme
Restoration, providing not only general information on built heritage, but also
recommending suitable projects for inclusion. During the year it acted in the same capacity
for a third series in preparation.

The AHF’s Projects Development Manager, Maria Perks, pursued a number of educational
activitics throughout the year, most notably: running courses for six university higher
education programmes; lecturing on Continucus Professional Development courses for
historic buildings professionals (with Ian Rice, the AHE’s Projects and Development
Officer); establishing training sessions with Heritage Lottery Fund regional offices;
speaking at conferences and seminars across the UK;; providing training sessions on options
appraisals for historic buildings.
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REVIEW OF THE FINANCIAL POSITION

Reserves policy and funds

To enable the AHF’s main activity of providing loans, an endowment fund has been established
which currently stands at £10,934,241. This supports existing loans of £8.9 million and provides a
reserve of £2 million towards the £5.9 million of lending commitments. An additional £2 million is
provided against commitments in the form of the designated lending fund. Based on past
experience, it is unlikely that all lending commitments will be called upon, but there is in addition
an agreed overdraft facility of £2M secured by a debenture on the AHE’s total loan portfolio.

The general fund constitutes the free reserves of the charity from which running costs and the
payment of non-refundable grants have to be paid. To meet these needs, the Trustees aim to hold
reserves equivalent to one year’s expenditure, based on the average anmual expenditure from
unrestricted funds over the previous 3 years (2006 - £655K). With the general fund amounting to
£649,129 at 31 March 2006, the Trustees are satisfied that the AHF has an appropriate level of free
reserves.

Endowment fund

The AHF received £530K in endowment funding during 2005/06: £500K from Historic Scotland,
£30K from CADW. In addition, with the agreement of English Heritage, £20,630 in respect of
match-funding on withdrawn non-refundable grant offers was transferred to the endowment fund
from the restricted fund.

Restricted funds (programme grant funds)

Restricted funds represent grants sought and received towards the cost of specific charitable
programmes. During the year the AHF received £293,091 in restricted income: all government
grants, all expended by the year end. A grant of £10,000 received in 2004/05 in respect of the
mentoring scheme was fully committed during the year.

Incoming resources

Total incoming resources in the year ended 31 March 2006 amounted to £1,393,932. This

comprised £530,000 in endowment income, £293,091 in restricted income, and £570,841 in
unrestricted income.

Resources used

Charitable expenditure during the year amounted to £892,310. Of this expenditure, loan-related
activities, grants, programme support (including non-financial assistance to BPTs and publications)
and the overheads attaching to these and the AHF’s contribution to the Association of Preservation
Trusts, amounted to £839,817. The remaining expenditure comprised governance costs of £30,522
and £21,971 for the costs of generating funds.

Net movement in funds

The AHF’s total funds increased by £501,622 during the year, comprising an increase of £550,630
in the endowment fund, a net deficit of £10,000 in respect of the restricted fund, and a net deficit of
£39,008 in respect of the unrestricted fund. Total funds at 31 March 2006 were £13,584,140 of
which £12,935,011 was available for lending.
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Fixed assets

Reflecting the acquisition of a new office lease and new computer equipment, the net value of
tangible fixed assets increased from £5,463 to £95,674.

Cash at bank and in hand

Cash at bank and in hand decreased from £5,187,295 to £4,260,319 during the year.

Investment policy

Money not on loan is kept on deposit, on the best terms consistent with financial prudence and
ready accessibility. This process is managed internally by the AHF’s Finance Manager.

PLANS FOR THE FUTURE

Within the constraints previously outlined, the AHF aims to pursue and strengthen its objectives and
activities during 2006/07 and beyond.

Of particular focus in 2006/07 is the AHE’s 30™ anniversary, which falls in May 2006. A number
of events are planned, including fiunctions at Westminster, the Scottish Parliament and the Senedd
(Welsh Assembly). Publications highlighting the AHF’s history and achievements will be widely
distributed to leading figures in all three sectors. In the commercial sector, specifically, the AHF
plans to target property developers, Urban Regeneration Companies and Regional Development
Apgencies.

EVENTS SINCE THE BALANCE SHEET DATE
There have been no events since the end of the year that materially affect the AHF’s position.

AUDIT INFORMATION

So far as each of the directors at the time the trustees’ report is approved is aware:

s there is no relevant information of which the auditors are unaware; and
e they have taken all relevant steps they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information,

The Report and Financial Statements have been prepared in accordance with current
statutory requirements, the requirements of the charity’s governing document and the
requirements of the Accounting and Reporting by Charities: Statement of Recommended
Practice (20035).

Signed on behalf of the Members of the Council of Management.

deoe S

Mrs Jane Sharman
Chairman

21 September 2006
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THE ARCHITECTURAL HERITAGE FUND

Responsibilities of Members of the Council of Management

Company law requires the Council of Management to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of The Architectural Heritage Fund (“AHE™)
and of its income and expenditure for that period. In preparing those financial statements, the Council
of Management has:

s selected suitable accounting policies and then applied them consistently;
¢ made judgements and estimates that are reasonable and prudent;

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

e prepared the financial statements on the going concern basis.

The Council of Management is responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the AHF, and for ensuring that the financial
statements comply with the Companies Act 1985. It is also responsible for safeguarding the assets of
the AHF and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities,
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Independent Auditors' Report to the Members of
The Architectural Heritage Fund

We have audited the financial statements of The Architectural Heritage Fund for the year ended 31st March 2006 which
comnprise the Statement of Financial Activities, the Summary Income and Expenditure Account, the Balance Sheet and the
related notes. These financial statements have been prepared in accordance with the accounting policies set out therein.

This report is made solely to the charitable company's members, as a body, in accordance with Section 235 of the
Companies Act 1985. QOur audit work has been undertaken for no purpose other than to draw to the attention of the
charitable company's members those matters which we are required to include in an auditor's report addressed to them. To
the fullest extent permitted by law, we do not accept or assume responsibility to any party other than the charitable
company and charitable company's members as a body, for our audit work, for this report, or for the opinions we have

Respective Responsibilities of Trustees and Anditors

The trustees' (who are also the directors of The Architectural Heritage Fund for the purposes of company law)
responsibilities for preparing the Trustees' 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 Trustees' Responsibilities.

Our responsibility s to andit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

‘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 the Companies Act 1985. We also report to you if, in our opinion, the Trustees' Annual Report is not
consistent with the financial statements, if the charitable company 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 other transactions is not disclosed.

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

Basis of Audit 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 charitable company'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 the United Kingdom Generally Accepted Accounting Practice, of the
state of the charitable company's affairs as at 31st March 2006. and of its incoming resources and application of
resources, including the income and expenditure of the charitable company for the year then ended; and

* have been properly prepared in accordance with the Companjes Act 1985.

-
e V(ﬁ., P g

Devenshire House ngston Smith LLP
60 Goswell Road \ _ _&hartered Accountants

|
R BN \ :
London ECIM 7AD u and Registered Anditors

Date: Z‘?/C‘/g&
i
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THE ARCHITECTURAL HERITAGE FUND

Statement of Financial Activities for the year ended 31 March 2006

Note
Endowment Restricted Unrestricted 2006 2005
fund fund fund total total
£ £ £ £ £
Incoming rescurces
Incoming resources from generated funds
Voluntary income
Donations and legacies - - 35,121 35,121 19,671
Government grants 3 530,000 293,091 - 823,091 306,577
Sponsorship - - 5,000 5,000 10,000
530,000 293,091 40,121 863,212 336,248
Investment income
Interest receivable - - 528,113 528,113 539,590
Total incoming resources from generated funds 530,000 293,091 568,234 1,391,325 875,838
Incoming resources from charitable activities 2,607 2,607 2,046
Total incoming resources 530,000 293,091 570,841 1,393,932 877,884
Resources expended
Costs of generating funds - - 21,971 21,971 17,819
Charitable activities
Financial assistance for historic building projects
Loan-related activities - - 130,021 130,021 139,025
Grantmaking - 282,461 200,535 482,996 546,209
- 282,461 330,556 613,017 685,234
Development and advocacy
Capacity building - - 149,530 149,530 177,918
Annual Review and other publications - - 60,704 60,704 61,857
Net contribution to the UK Association of
Preservation Trusts - - 16,566 16,566 20,093
- - 226,800 226,800 259,868
Total charitable activities - 282,461 557,356 839,817 945,102
Governance costs - - 30,522 30,522 25,410
Total resources expended 4 - 282,461 609,849 892310 988,331
Net incoming / (outgoing) resources 530,000 10,630 (39,008) 501,622 (110,447
Transfer between funds
English Heritage funding for non-refundable grant
offers withdrawn or in excess of requirement 20,630 (20,630) - - -
Net movement in funds:
net surplus / (deficit) for the year 6 550,630 (10,000) (39,008) 501,622 (110,447
Balances at 1 April 2005 10,383,611 10,000 2,688,907 13,082,518 13,192,965
Balances at 31 March 2006 12 10,934,241 - 2,649,899 13,584,140 13,082,518

All amounts relate to continuing activities.
All recognised gains and losses are included in the Statement of Financial Activities.

The notes on pages 17 to 22 form part of these financial statements.




THE ARCHITECTURAL HERITAGE FUND

Summary Income and Expenditure Aceount for the year ended 31 March 2006

2006 2005
total total
£ £
Income
Donations and legacies 35,121 19,671
Govemment grants 293,091 306,577
Sponsorship 5,000 10,000
Interest receivable 528,113 539,590
Other income 2,607 2,046
Total income 863,932 877,884
Expenditare
Charitable expenditure 892,310 288,331
Totzal expenditure 892,310 988,331
Deficit of income over expenditure (28,378) (110,447)

This income and expenditure account is included in the accounts in compliance with
the Companies Act 1985, Tt excludes receipts on endowment funds, in accordance
with the Accounting and Reporting by Charities: Statement of Recommended
Practice (2005).

All amounts retate to continuing activities.

The notes on pages 17 to 22 form part of these financial statements.
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THE ARCHITECTURAL HERITAGE FUND

Balance Sheet as at 31 March 2006

2006 2005
£ £ £ £
Fixed assets
Tangible assets 9 95,674 5,463
Programme related investments
Loans disbursed for preservation projects 8,933,340 8,152,711
Total fixed assets 9,029,014 8,158,174
Current assets
Debtors
Accrued income - loan interest receivable 470,969 419,047
- endowment fund contribution 500,000 -
Other accrued income and prepayments 73,257 80,185
1,044,226 499,232
Cash
Cash at bank 27,765 -
Short-term deposits 4,232 554 5,187,295
5,304,545 5,686,527
Creditors: amounts falling due within one year
Accruals 749,419 762,183
INet current assets 4,555,126 4,924,344
Net assets 13,584,140 13,082,518
Funds
Endowment fund 12 10,934,241 10,383,611
Restricted funds
Programme grant fund 12 - 10,000
Unrestricted funds
Designated lending fund i2 2,000,770 2,000,770
General fund 12 649,129 688,137
2,649,899 2,688,907
Total funds 13,584,140 13,082,518

Atthe year end, the AHF had commitments of £5,862,859 in respect of loans contracted but not yet disbursed and loan and refundable
grant offers (2005 - £7,652,788); see note 10.

Programme related investments include £3,099,268 in loans disbursed which are due for repayment after more than one year (2005 -
£3,221,961).

Creditors include: outstanding grant offers of £679,499 (2005 - £712,136).
tax and sccial security - £9,448 (2005 - £7,402).

The financial statements were approved by ihe Members of the Council on 21 September 2006 and signed on their behalf by:

Mrs Jane Sharman

Mr Nicholas Baring
Chairman

Deputy Chairman
21 September 2006 21 Septemnber 2006

The notes on pages 17 to 22 form part of these financial statements.
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THE ARCHITECTURAL HERITAGE FUND
Notes forming part of the financial statements for the year ended 31 March 2006

1

2

Company status

The charity is a company limited by guarantee. The members of the company are the trustees named on page 1.
In the event of the charity being wound up, the liability in respect of the gnarantee is limited to £1 per member
of the charity.

Accounting policies

The financial statements have been prepared under the historical cost convention and, unless otherwise stated,
are in accordance with applicable accounting standards and the Statement of Recommended Practice
"Accounting and Reporting by Charities" issued by the Charity Commission in March 2005 (SORP 2005) and
the Companies Act 1985. The charity has availed iiself of Paragraph 3 (3) of Schedule 4 of the Companies Act
and adapted the Companies Act formats to reflect the special nature of the charity’s activities. Additional
information has been provided where this increases understanding of the figures. The following accounting
policies have been applied consistently during the current and previous year except as described below:

Incoming resources

All incoming resources are included in the Statement of Financial Activities when the Architectural
Heritage Fund is legally entitled to the income and the amount can be quantified with reasonable
accuracy. For legacies, entitlement is the earlier of the charity’s being notified of an impending
distribution or the legacy being received.

‘Where grant income relates to a period specified by the donor, any of the income not received in the
appropriate financial year is accrued; where any of the income is received in advance of the
appropriate financial year, it is deferred.

Gifts in kind and donated facilities are included at the value to the Architectural Heritage Fund where
this can be quantified and a third party is bearing the cost. Ne amounts are included for services
donated by volunteers.

Loans

The Architectural Heritage Fund makes loans in furtherance of its objects. The terms of repayment
and the rate of interest are laid down by the Council of Management and embodied in a legal
agreement for each loan.

Loans are disbursed and recorded in the financial statements when the borrower fulfils certain
conditions. Some [oans are disbursed by instalments. The undisbursed balance of contracted loans is
recorded with offers of loans for which a contract has not been made as a future commitment (see note
10}. The timing of the payment of such amounts depends on the fulfilment of certain conditions by
the borrower and cannot be estimated with any reasonable accuracy by the Architectural Heritage
Fund.

The financial statements include interest accrued on the outstanding loans at the balance sheet date.
Grants

The Architectural Heritage Fund makes refundable and non-refundable grants in furtherance of its
objects. The terms of repayment of refundable grants are laid down by the Council of Management
and embodied in a legal agreement for each grant approved.

Non-refundable grants offered are accounted for on the accruals basis. Refundable grants that have
been offered but not disbursed at the balance sheet date are recorded as a future commitment (see note
9). Both refundable and non-refundable grants are disbursed when the recipient has fulfilled certain
conditions that are individual to the particular case. The timing of the disbursement of grants cannot,
therefore, be estimated with any reasonable accuracy by the Architectural Heritage Fund. For this
reason, all non-refundable grants offered but not yet disbursed at the balance sheet date are included
in the batance sheet as Crediiors: amounts falling due within one year.
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THE ARCHITECTURAL HERITAGE FUND
Notes forming part of the financial statements for the year ended 31 March 2006 (continued)

2 Accounting policies (continued)

Resources expended

All expenditure is accounted for on an accruals basis and has been classified in the Statement of
Financial Activities under headings that aggregate all relevant costs. Where costs cannot be directly
attributed to particular headings, they have been allocated to activities on a basis consistent with the
use of resources. Premises, staff and overhead costs are allocated by reference to the time spent by
staff.

Fundraising costs are those incurred in seeking voluntary contributions and do not include the costs of
disseminating information in support of charitable activities.

Management and administration costs are those incurred in connection with the governance of the
Architectural Heritage Fund and in complying with constitutional and statutory requirements.

Tangible fixed assets and depreciation

Expenditure of more than £1,000 on a tangible fixed asset (including any incidental expenses of
acquisition) is capitalised at cost. Depreciation is calculated to write off the cost, less estimated
residual value, of all fixed assets on a straight line basis over their estimated useful lives as follows:

Fixtures and fittings - shorter of 7 years and remaining period of lease
Office equipment - 5 years
Computer equipment - 3 years

Investments

Investments are stated at market vatue at the balance sheet date. All gains or losses on investments,
whether realised or not, are disclosed in the Statement of Financial Activities in the year in which they
arise.

Pensions

Pension contributions are charged to the Statement of Financial Activities in the year in which they
become payable (see note 7).

Operating leases

Rents payable under operating leases are charged to the Statement of Financial Activities as incurred
over the term of the lease.

Definitions

Endowment Fund
Grants and donations received for lending to preservation projects constituting a capital fund which
cannot be expended.

Designated Lending Fund
Resaurces allocated by the Council of Management from the AHF's unrestricted funds to be available
for lending and to constitute a reserve for bad debts on Ioans and for any lean-related expenditure
which cannot be met from annual income,

General Fund
Income generated by the endowment fund, designated lending fund and designated projects fund goes
into the general fund and is treated as general income available without restriction to meet annual
expenditure,

Programme Grant Funds
Programme grant funds, which are restricted funds, represent grants received towards the cost of
specific charitable programmes. '
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THE ARCHITECTURAL HERITAGE FUND

Notes forming part of the financial statements for the year ended 31 March 2006 (continued)

5 Grants
2006 2005
Offered  Withdrawn Net charge  Net charge
£ £ £ £
Options appraisal grants 161,155 17,796 143,359 201,593
Project administration grants 312,000 5,000 27,000 102,000
Project organiser grants 192,575 42,527 150,048 105,118
385,730 65,323 320,407 408,711
Mentoring grants (first year: 3 disbursements) 1,886 -
Project development grant converted to non-refundable grant 15,000
337,293 408,711
number number
Options appraiszal grants 31 10
Project administration grants 8 2
Project organiser grants 15 5
54 17
6 Net movement in funds 2006 2005
£ £
The net movement in funds is arrived at after charging:
Depreciation 17,097 6,143
Auditors’ remuneration 7,500 6,500
Operating leases - land and buildings 61,370 47,527
- motor vehicle 4,067 3,823
7 Employees 2006 2005
number number
Average monthly number of employees during the year 8 8

One employee received remuneration between £60,000 and £60,999 in the year 2006 (2005 - one); pension costs of £4,760 were
incurred in respect of this employee (2005 - £4,532).

Staff costs comprise: 2006 2005
£ £

Salaries 237,213 233,057
Social security costs 25,350 25,948
Pension contributions 14,686 14,656

At 31 March 2006 pension contributions of £1,982 (2005 - £1,909) were oustanding.

Other staff costs 19,576 19,719
296,825 293,380

The AHF operates a defined contribution pension scheme. The asscts of the scheme are held separately from those of the AHF in an
independently administered fund.

8 Members of the Council of Management

Some of the Members of the Council of Management are also directors or trustees of, or consultants to, organisations that receive
financial assistance from the AHF or with which the AHF has an arm's length business relationship. In those circumstances, the
Mermber is required to disclose his or her interest at the meeting at which the application is considered and takes no part in the Council
of Management's decision on the application. Any financial assistance is given in the ordinary course of the AHF’s activities. The
following Members of the Council of Management are involved with organisations which have received financial assistance from the
AHF during the year: Mr Malcolm Crowder, Mrs Fionnuala Jay-O'Boyle, Mr George McNeill, Mrs Jane Shamman.

During the year, 7 Members (2005 - 7) of the Council of Management were reimbursed expenses for travel and subsistence amounting
to £2,589 (2005 - £2,539).

None of the Members of the Council of Management received any remuneration during the year.

The AHF arranged trustees' indemnity insurance cover at 2 cost of £973 (2005 - £976).




THE ARCHITECTURAL HERITAGE FUND

Notes forming part of the financial statements for the year ended 31 March 2006 (continued)

9

10

11

Tangible assets Fixtures Computer Office Total
& fittings  equipment equipment
£ £ £ £
Cost
At 1 April 2005 32,746 31,328 32,293 96,367
Additions 89,198 10,060 8,050 107,308
Disposals (32,746) (13,414 (12,410 (58,570)
At 31 March 2006 89,198 27,974 27,933 145,105
Depreciation
At 1 April 2005 32,746 26,412 31,746 90,904
Disposals (32,746) (13.414) (12,410) (58,570}
Charge for the year 8,920 6,019 2,158 17,097
At 3] March 2006 8,920 19,017 21,494 49431
Net book value
At 31 March 2006 80,278 8,957 6,439 95,674
At 1 April 2005 - 4,916 547 5,463
The fixed assets are mainly used for direct charitable activities.
Commitments 2006 2005
£ £
The AHF had the following commitments at the year end:
Loans:
Contracted but not yet fully disbursed 580,718 1,831,417
Offered 5,025,100 5,653,000
5,605,818 7,484,417
Refundable grants:
Project development grants offered 257,041 168,371
Total Commitments 5,862,859 7,652,788

The AHF leased its current offices from November 2005 for a period of 10 years, at an annual rent of £67,563
(2005 - £47,527). An agreed rent-free period of 11 months has been spread over the term of the lease, resulting

in an annual charge of £61,370.

The AHF also leases a car at an annual cost of £4,067 (2005 - £3,817)

Analysis of group net assets between funds

Unrestricted Endowment Restricied  Total Funds
Funds Funds Funds 2006

Fund balances at 31 March 2006 represented by:
Fixed assets - tangible fixed assets 95,674 - - 95,674
- investmenis - 8,933,340 - 8,933,340
Current assets 3,303,644 2,000,901 - 5,304,545
Current liabilities (749,419} - - (749.419)
Total net nssets 2,649,899 10,934,241 - 13,584,140

21
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Report and Financial Statements
for the Year Ended 31 March 2006

APPENDICES

Appendix 1:  Options appraisal grants 1

Appendix 2:  Project administration grants 4

Appendix 3:  Project organiser grants 6
Mentoring grants 7
Summary: grants charged in the year 2005-06 8

Appendix 4: Refundable project development grants 9

Appendix 5:  Loans and refundable working capital grants 10

Note: Schedules of non-refundable grants exclude offers made in 2005-06 that were
fully withdrawn by the year end without any disbursements being made.
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