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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

DIRECTORS' ANNUAL REPORT (cont'd)
For the year ended 31 December 2006

Structure, Governance and Management

Incorporation of the Society

The company 'The Aged Chrnistian Friend Society of Scotland', founded as a Friendly Society on 20
December 1889 was incorporated and registered on 17 October 2002 as a Private Company Limited by
Guarantee (Registration No SC238297) On 1 January 2003 all the assets and habilities of the ongmnal
Friendly Society were transferred to the new company (hereinafter referred to as "the Society") The
Society's governing documents are the Memorandum and Articles of Association

Directors meetings and appointment
New directors are appointed by the existing directors, and are briefed on the Society’s aims, objectives,
grant making policy and purposes

At the b1 monthly directors' meeting, the directors agree the broad strategy and areas of activity for the
Society, mcluding consideration of grant making, investment, reserves and risk management policies and
performance Reports are received from the "Care Director” (not a formal director) of the Cottage Homes
regarding the well being of the current residents, and from the "Property Manager" regarding the fabric of
the buildings

The AGM 1s normally held in June Shenff Douglas Small, Mrs Merie M Copland and Peter Graham
retired by rotation, and bemng eligible are offered themselves for re election All were re elected

There 1s also a Finance Commuttee which agan reports to the Board of Directors and considers all
financial, including investment, matters

In accordance with the recent amendment to the Companies Act, the Society confirms that it has a
directors and officers indemnity msurance 1n place

Riusk pohicy

The directors have assessed the risks to which the Society 1s exposed, in particular those related to the
operations and future of the Society, and are satisfied that systems are in place to mitigate exposure to
major risks The directors consider vanability of investment returns as one of the major risks, and
therefore the Society uses the services of Barclays Wealth as mvestment advisers  The policy 1s to look for
a balance of income and capital growth with a medmm risk profile and medium prionty for mcome
generation

Objectives and Activities

The Society's objects are of a charitable nature beneficial to the community 1n relieving the needs of the
elderly by supporting men and women who are resident in Scottand and are 65 years of age or over
through the provision of sheltered accommodation and other facilities for the care of, and the payment of
annual pensions, to such individuals The Society provides a small number of penstons in both Edinburgh
and Glasgow, but 1ts principal activity 1s the provision of sheltered housing at the Colinton Cottage
Homes, Colinton, Edinburgh The day to day management of Cottage Homes 1s carried out by the "Care
Director” who reports to the Board of Directors

Grant making policy

Grants are given 1n the form of pensions These are distributed quarterly or half yearly Applications for
pensions are made through the local church minister or other appropnate sponsor, usually a person of high
standing 1 the community

Penstons continued to be paid at the rate of £220 per annum There were 9 (2005 10) pensions totalling
£1,650 (2005 £2,035)
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

DIRECTORS' ANNUAL REPORT (cont'd)
For the year ended 31 December 2006

Achievements and Performance

The Society has achieved a surplus of £27,743 for the year (2005 + £23,418), as shown 1n the Income and
Expenditure account, after accounting for a loss on the disposal of quoted investments of £2,802 (2005
gan £11,080) and donations and legacies received of £1,520 (2005 £4,391)

The market value of the investments at the year end was £1,392,772 (2005 £1,245,342) including
approximately £6,300 of new mvestments Taking this into account, the market value increased by
11 33% over the year. This 1s satisfactory in the hight of the movement of the FT all Shares Index (up
14 71 %) over the year The investments produced an overall estimated income yield of 5 19%, which 15
higher than expected due to 2 companies 1ssuing larger than usual dividends Taking this nto
consideration the directors feel the investments produce sufficient income without prejudicing the ability
of the portfolto to benefit from capital appreciation

As 1 past years the general mamntenance programme for the Colinton Cottage Homes has continued,
together with general upgrading of cottages whenever possible Most of the surplus 1s utilised for these
purposes

The Colinton Cottage Homes were revalued at £4,200,000 as at 31 December 2003

Financial Review
Reserves Policy
It 1s the policy of the Society to maintamn unrestricted funds at a level sufficient to cover management,
administration and support costs

The Society has sufficient liquid funds to allow 1t to meet its contractual obligations as well as 1ts ongoing
activities

Auditors

The directors will place a resolution before the Annual General Meetmg to re appoimnt Scott Moncrieff CA
as audrtors for the ensning year

Share Capital
The Society 15 a private company limited by Guarantee and 1s without share capital

Future Plans

The Society plans to continue to provide sheltered housing and pensions m line with its objectives There
1s an ongoing plan to contmue to upgrade and maimntamn the houses to the existing high standard

Disclosure of information to auditors
As far as each of the directors at the time the report 1s approved are aware
there 1s no relevant information of which the company's auditors are unaware and

the directors have taken all steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that the auditors are aware of the information
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financial statements for ¢ach financial year which give
a true and fair view of the state of affairs of the Society and of the surplus or deficit for the Society
for that period  In preparing those financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
. make judgements and estimates that are reasonable and prudent,

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume
that the Soctety will continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Society and to enable them to ensure that the
financial statements comply with the legislation They are also responsible for safeguarding the
assets of the Society and hence for taking reasonable steps for the preventron of fraud and other
irregularities

Approved by the board on e S ae. 2007
and signed on behalf of the board by

Al

M D Pentland
Chairman

Page 4




THE AGED CEBRISTIAN FRIEND SOCIETY OF SCOTLAND

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS
For the year ended 31 December 2006

We have audited the financial statements of The Aged Christian Friend Society of Scotland for the year ended 31
December 2006 which are set out on pages 6 to 14 These financial statements have been prepared under the
accounting policies set out theremn

Thus report 1s made solely to the Society's members as a body, 1n accordance with Section 235 of the Companies
Act 1985 Qur audit work has been undertaken so that we might state to the Soctety's members those matters we
are required 1o state to them 1n 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 Society and the Society's members as a
body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and anditors

The directors' responstbilities for preparing the financial statements i accordance with applhicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinton as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Compames Act 1985 We also report to you whether 1 our opinion the
mformation given mn the Directors' Report 1s consistent with the financial statements

In addition we report to you 1f, in our opinion, the Society has not kept proper accounting records, if we have not
recerved all the nformation and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and other transactions is not disclosed

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
musstatements within 1t

Basis of audit opinion

We conducted our audit m accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures m the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors mn the preparation of the financial statements, and of whether the accounting policies are
appropriate to the charitable Society's circumstances, consistently apphed and adequately disclosed

We planned and performed our andit so as to obtan all the information and explanations which we considered
necessary m 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 uregulanty or error In forming
our opinion we also evaluated the overall adequacy of the presentation of nformation n the financial statements
Opinion
In our opinion
. the financral statements give a true and fair view, m accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 31 December 2006 and of 1ts surplus for the
year then ended,
the financial statements have been properly prepared n accordance with the Companies Act 1985, and
the mformation given in the Directors’ Report 15 consistent with the financial statements

Sty - Monenef

17 Melville Street Scott Moncrieff

EDINBURGH Registered Auditors

EH3 7PH Chartered Accountants
6 Jure 2007
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

INCOME AND EXPENDITURE ACCOUNT

For the year ended 31 December 2006

Income
Legacies
Donations
Rents from land and buildings
Interest and dividends
Realised gains on investments

Expenditure
Realised loss on investments
Investment management costs
Pensions
Cottage Homes costs
Management and administration
Audttor's remuneration

Surplus for the year

2006

Note £

[ SR N N Y )

2,802
415
1,650
129,962
56,349
1,792

All the results of the Society relate to continuing activities

The notes on pages 9 to 14 form part of these financial accounts
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1,520
141,793
77,400

220,713

192,970
27,743

2005

408
2,035
133,021
48,764
1,645

£

3,371
1,020
146,499
47,321
11,080

209,291

185,873

23,418




THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

STATEMENT OF FINANCIAL ACTIVITIES
For the year ended 31 December 2006

Note

Incoming Resources
Legacies
Donations
Rents
Investment income

Total Incoming Resources

Resources Expended
Cost of Generating Funds
Investment management costs
Chantable Activities
Pensions 3
Cottage Homes costs
Management and administration of the charity 5

Governance Costs 6

Total Resources Expended

Net Incoming Resources for the year

Other Recogmised Gams / (Losses)
Gans/(losses) on mvestment assets
Realised
Unreahised 9

Net Movement in Funds

Fund balances brought forward at 1 January 2006

Fund Balances carred forward at 31 December 2006

The notes on pages 9 to 14 form part of these financial statements

Notes All funds of the Society are unrestricted
All the results of the Society relate to continumg activities
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2006
£

1,520
141,793
77,400

220,713

415

1,650
129,962
56,349

188,376
1,792

190,168

30,545

(2,802)
143,863

171,606

5,578,713

5,750,319

Reclassified

2005
£

3,371
1,020
146,499
47,321

198.211

408

2,035
133,021
48,764

184,228
1,645

185,873

12,338

11,080
163,030

186,448

5,392,265
5,578,713
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

FIXED ASSETS
Heritable property
Other fixed assets

INVESTMENTS
Investments per valuation

CURRENT ASSETS
Cash at bank
Cash in hand
Sundry debtors

CURRENT LIABILITIES
Amounts falling due within one year

NET CURRENT ASSETS

REPRESENTED BY:
Funds
Unrestricted funds

The financial statements were authonsed for 1ssue by the Board on

and signed on behalf fo the board by

NS

M D Pentland
Chairman

The notes on pages 9 to 14 form part of these financial accounts

BALANCE SHEET
As at 31 December 2006
2006 2005
Note £ £ £ £
8 4,200,000 4,200,000
8 14,662 11,232
4,214,662 4,211,232
9 1,392,772 1,245,342
151,196 142,551
255 265
10 14,005 2,693
165,456 145,509
11 22,571 23,370
142,885 122,139
5,750,319 5,578,713
5,750,319 5,578,713
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2006

Accounting Policies

Basis of Accounting

The financial statements have been prepared under the historic cost convention as modified by the
revaluation of fixed assets and 1 accordance with applicable accounting standards in the Untted Kingdom,
Statement of Recommended Practice 2005  "Accounting and Reporting by Charities” and the Companies
Act 1985 The 2005 figures have been reciassified to aid comparability

The Society has taken advantage of the exemption provided by Fimnancial Reporting Standard 1 and has not
prepared a cash flow statement for the year
Incoming Resources
Income from mvesuments, rent, donations and legacies 1s credited to the income and expenditure account n
the year i which 15 receivable
Resources Expended
Liabilihes are recogmsed as resources expended as soon as there 1s a legal or constructive obhgation
commutting the charity to the expendrure All expenditure 1s accounted for on an accruals basts
Where possible, expenditure has been charged direct to cost of raising funds, charitable expenditure or
governance costs Where this 15 not possible the expenditure has been aliocated on the basis of tune spend
by staff on each activity
Cost of generating funds consist of investment management fees
Charitable expenditure comprises those costs mecurred by the chanty in the dehvery of its activities and
services for its beneficiaries
Governance costs melude those costs associated with meeting the constriutional and statutory requirements
of the charity and mclude the audit fees and costs linked to the strategic management of the charmy
The Society 1s not registered for VAT and accordingly expenditure includes VAT where appropnate
Fixed Assets and Depreciahon
All fixed assets are mitially recorded at cost
The rates of depreciation are calculated so as to write off the cost less residual value of each asset evenly
over 1s expected useful hfe as follows

Plant & Equipment 15% Reducing balance

Furniture 15% Reducing balance
Depreciation 1s not provided on heritable properties  This treatment 1s a departure from the requmrements of
the Compames Act concerning depreciation of fixed assets However, these properties are not held for
consumption but for mvestment and the directors considers that systematic annual depreciation would be
inapptopriate  The accounting policy adopted 1s therefore necessary for the accounts to give a true and farr
view

Pension

The chantable society contributes to a defined beunefit pension scheme This scheme is a mult employer
scheme The charitable society 15 unable to 1dentify its share of the schemes assets and habilities and thus,
under FRS17, has accounted for the scheme as a defined contribution scheme

Contributions to the scheme are charged to the Statement of Financial Activities 1n the yvear m which they
become payable

Investments

Investments within the accounts are stated at market value All reahised and unrealised gains on disposals
are added to the Unrestricted Fund The shares were acquired in accordance with the powers given to the
directors n the Articles of Association and are all quoted on the UK Stock Exchange

Heritable Property
Heritable properties are included n the balance sheet at their open market value, revalued once every five
years
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS (cont'd)
For the year ended 31 December 2006

2.  Unrestricted Funds
The Fund consists of cottages providing sheltered housing for men and women, together with mvestments
and bank deposits which provide for the upkeep and mamntenance of the cottages and the payment of
pensions and the general admimistration of the Society

3. Pensions
Pensions continued to be paid at the rate of £220 per annum There were 9 (2005 10) pensions
totalling £1,650 (2005 £2,035)

4. Cottage Homes costs

2006 2005
£ £
Rates and Insurance 12,439 12,899
Telephone 1,006 737
Garden Upkeep 397 1,789
Staff Salaries 52,835 49,626
Other Staff Costs 4,962 5,093
Heat & Light 26,380 18,883
Property Upkeep and Repairs & Cleaning 28,665 40,874
Depreciation 2,586 1,983
Miscellancous Expenses 491 1,137
129,961 133,021
5 Management and admimistration costs
2006 2005
£ £
Secretanes' fees and expenses 51,364 44,394
Advertising, printing and stationery 3,153 2,760
Miscellaneous expenses 1,832 1,610
56,349 48,764
6 Governance Costs
Audit fees 1,792 1,645

7.  Staff Numbers and Costs
The average number of employees during the year was 4 (2005 4) and the total cost of their
remuneration was £52,835 (2005 £49,626) as detailed below

2006 2005
£ £
Wages and salanes 45,820 43,270
Social secunty costs 2,322 2,039
Pension costs 4,693 4317
52,835 49,626

There were no employees with emoluments above £60,000
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS (cont'd)
For the year ended 31 December 2006

8. Fixed Assets 2006 2005
£ £
Henitable Property
Valuation at 31/12/05 and 31/12/06 4,200,000 4,200,000
Book cost at 31/12/05 and 31/12/06 2,459,995 2,459,995
Plant & Equipment Furniture Total
Caost
Balances as at 31 December 2005 15,766 2,525 18,291
Additions during year 5,360 656 6,016
Balances as at 31 December 2006 21,126 3,181 24,307
Depreciation
Balance as at 31 December 2005 6,084 975 7,059
Charge for year 2,256 330 2,586
As at 31 December 2006 8,340 1,305 9,645

Net Book Value

As at 31 December 2006 12,786 1,876 14,662
As at 31 December 2005 9,682 1,550 11,232
9. Investments Listed in Listed wm
the UK the UK
2006 2005
£ £
Opening Market value 1,245,342 1,083,557
Add acquisitions at cost 76,091 32,979
Less disposals at opening market value
{proceeds £69,722 loss £2,802) (72,524) (34,224)
Unrealised gain at 31 December 2006 143,863 163,030
Market value at 31 December 2006 1,392,772 1,245,342
Historical costs as at 31 December 2006 479,854 424 692
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS (cont'd)
For the year ended 31 December 2006

Investments cont'd

2006 2005
The breakdown of the portfolio 15 as follows
UK Quoted Investments
Fixed and vanable mterest 95,658 100,948
Equities 1,212,612 1,068,548
Umit Trusts 84,502 75,846
1,392,772 1,245,342
The following investments each compnse over 5% by value of the portfoho
12,000 Barclays plc ordmary 25p shares
6,000 JPM Flemmg Mercantile International Trust plc ordinary 25p shares
5,475 Royal Bank of Scotland plc ordinary 25p shares
5,171 Royal Dutch Shell ple B Eur 0 (7 shares
All investments are held prumarily to provide an investment return for the charity
Debtors
2006 2005
£ £
Income tax recoverable 84 45
Prepayments and accrued mterest 1,819 1,365
Other debtors 12,102 1,283
14,005 2,693
Creditors
2006 2005
£ £
Accruals 1,645 1,498
Trade creditors 18,518 19,613
Social Security and other taxes 2,408 2,259
23,370

22,571
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS (cont'd)
For the year ended 31 December 2006

Indemnity Insurance
Premiums were paid during the year which provide nsurance cover for the Society as shown
below

Public Liabihty £im
Professional Indemnity £1m

Darectors' Remuneration
The directors recelved no remuneration or reimbursement of expenses (2005 ml)

Revaluation of Fixed Assets

A revaluation of the sheltered housing at Colinton Cottage Homes was carried out by Mr Mark
Atkinson, ARICS, as at 31 December 2003 Takimg mto account the fact that the properties are
tenanted and the constderable modermisation works which have been carried out, as well as the
substantial increase i reswdential values since his last valuation five years previously, Mr
Atkinson valued the properties at £4,200,000

Pension Commitments

The Aged Chnistian Friend Society of Scotland participates in the SFHA Pension Scheme (the
"Scheme") The Scheme 1s a multi employer defined benefit scheme The Scheme 1s funded and
15 contracted out of the state scheme

The Trustee commussions an actuarial valuation of the Scheme every 3 years The man purpose
of the valuation 1s to determine the financial position of the Scheme m order to determine the
level of the future contributions required so that the Scheme can meet #s pension obhigations as
they fall due

The actuanal valuation assesses whether the Scheme's assets at the valuation date are likely to be
sufficient to pay the pension benefits accrued by members as at the valuation date  Asset values
are calculated by reference to market levels Accrued pension benefits are valued by discounting
expected future benefit payments using a discount rate calculated by reference to the expected
future wvestment refurns

During the accounting period The Aged Christian Friend Society of Scotland paid contributions
at the rate of 12 2% for the period to 31 March 2005 and 14 0% thereafter Member
contributions were 6 0% for the period to 31 March 2005 and 7 0% thereafter

As at the balance sheet date there were 2 active metnbers of the Scheme employed by The Aged
Christian Friend Society of Scotland The Aged Chnistian Friend Society of Scotland contmues
to offer membership of the Scheme to 1ts empioyees

It 15 not possible m the normal course of events to wdentify the share of underlying assets and
habilities belonging to individual participating employers Accordingiy, due to the nature of the
Plan, the accounting charge for the period under FRS17 represents the employer contribution
payable, similar to the accounting for a defined contribution scheme

The last formal valuation of the Scheme was performed as at 30 September 2003 by a
professionally qualified actuary using the "projected unit credut” method. The market value of
the Scheme's assets at the valuation date was £143 milhion  The valuation revealed a shortfall of
assets compared to Trabiliies of £37 milhion
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THE AGED CHRISTIAN FRIEND SOCIETY OF SCOTLAND

NOTES TO THE FINANCIAL STATEMENTS (cont'd)
For the year ended 31 December 2006

Pension Commitments {cont'd)

Fmancial assumptions
The financial assumptions undertymng the vatuation as at 30 September 2003 were as follows

% pa
Investment return pre retirement 78
Investment return post retirement 52
Rate of salary increases 40
Rate of pension mcreases 25
(for leaver's before 1 October 1993 pension increases are 5 0%)
Rate of price milation 25

Valuation results
The valuation revealed a shortfall of assets compared with the value of habthities of £37 mitlion
{equivalent to a past service funding level of 80%%)

The employer's ongomng future service contnbution rate, after allowmg for changes m benefits,
was assessed as 9 3% of pensionable salaries

Following consideration of the results of the actuanal valuation 1t was agreed that, with effect
from 1 April 2005

1 The standard employer contribution rate would be mcreased from 122% to 14 0% of
pensionable salartes
1 Member contributions would be ncrease from 6 0% to 7 0% of pensionable salaries
A small number of employers that have closed the Scheme to new entrants are required to pay
an addinonal employer contribution loading of 3.5% to reflect the higher costs of a closed
arrangement

if the valuation assumptions are borne out m practice this pattern of contmbutions should be
sufficient to eliminate the past service deficit, op an on going fundmng basis, by 30 September
2015

Contingent hability

Followmg a change mn legmslation wnr September 2005 there 15 a potential debt on the employer
that could be levied by the Trustee of the Scheme The debt s due 1 the event of the employer
ceasing o participate in the Scheme or the Scheme winding up

The debt for the Scheme as a whole 1s calculated by comparing the liabilities for the Scheme
(calculated on a buyout basis te the cost of securmg benefits by purchasing annmty pohcies
from an insurer, plus an allowance for expenses) with the assets of the Scheme  If the hiabihties
exceed assets there 1s a buy-out debt

Next valuation

The Aged Chnistian Friend Society of Scotland understands that the Scheme Actuary will
calculate potenttal employer debt figures, as at 30 September 2006, for each emplover
participatig in the SFHA Pension Scheme as part of the next actuanal valuation process

The results of the latest valvation should be avaiable from the end of June 2006

The leaving employer's share of the buy out debt 15 the proportion of the Scheme's habihity
attmbutable to employment with the leaving employer compared to the total amount of the
Scheme's liabilities (relating to employment with all the currently participating employers) The
leaving employer's debt therefore includes a share of any ‘orphan’ habumes m respect of
previously participating employers The amount of the debt therefore depends on many factors
including total Scheme habilities, Scheme mvestment performance, the liabihibies in respect of
current and former employees of the employer, finauncial conditions at the time of the cessation
event and the msurance buy out market The amounts of debt can therefore be volatile over tune
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