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FOUNDATION EAST LIMITED

DIRECTORS' REPORT
For the year ended 31 March 2012

The Directors are pleased fo present their report and the audited financial statements for the vear ended
31 March 2012.

The Directors confirm that the annual report of the Society complies with current statutory requirements,
the requirements of the Rules and the provisions of the Statement of Recommended Practice (SORP)
‘Accounting and Reporting by Charities’ issued March 2005.

Structure, governance and management
The Society is registered under the Industrial and Provident Societies Act 1965 and is recognised by the
infand Revenue as an exempt Charity. Each member must hold @ minimum of one share of £1.

The Sociely is governed by a Board of Directors who are volunteers and members of the Society. The
Board of Directors comprises not less than three and not more than twelve persons. Directors are
subject to retirement by rotation and every year one third of Directors eligible must retire. Directors
subject to retirement are those whao have been longest in office and Directors may stand for re-election.
The election of Directors takes place at the Annual General Mesting. A casual vacancy in the number of
Directors may be filled from amongst the membership by the Directors or, if it arises at a General
Meeting of the Society, by that meeting. A casual vacancy shall exist when there are fewer Directors
than there were at the close of the last Annual General Meeting. Details of those serving on the Board
during the year and those serving currently are shown on page 1. Any member of the Society is eligible
to stand as a Director or to be co-opted as a Director. An induction programme is undertaken to equip
Directors to fulfil the duties in accordance with best practice and statutory requirements.

The Board of Directors meets quarterly. Four sub-committees operate within terms of reference setting
out the delegated responsibilities:

+ The Finance Committee is responsible for overseeing the financial status of the Society and for

considering issues relating to financial management and performance, fundraising, budget-setting
and audit.

+ The Property Committee oversees the development of the Community Land Trust advisary service
and development of properiy projects being undertaken by the Society.

e The Marketing Committee is responsible for raising awareness and associated marketing activity of
the Society for investors, stakeholders, borrowers and tenants.

+ The Loan Assessment Panel has responsibility for sanctioning or declining loan applications.

Responsibility for operational matters outside these meetings is devolved fo the Chief Executive. An
appropriate system for urgent action exists where, in the best interest of the Society, a decision needs to
be taken outside the framework of delegation. The staff team is accountable to the Chief Executive who
is charged with the responsibility of executing day-to-day operations of the Society in accordance with
the policies and budgets approved by the Board.
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Objects

The objects of the Society shall be to carry on for the benefit of the community the business of

promoting charitable purposes by the provision of financial loans and other assistance in the following
ways:

the promotion of urban and rural regeneration in areas of social and economic deprivation
the relief of unemployment

the advancement of education, training or retraining particularly among unemployed people, and
providing the unemployed with work experience

the provision of financial assistance, technical assistance or business advice or consultancy in order
fo provide training, employment and opportunities for self employment for unemployed people in

cases of financial or other charitable need through help: (i} in setting up an enterprise or {ii) to
existing enterprises

the creation of training and employment opportunities by the provision of workspace, buildings
and/or land for use on favourable terms

the provision of housing for those who are in conditions of need and the improvement of housing
provided that such power shall not extend to relieving any local authorities or other bodies of a
statutory duty to provide or improve housing;

the support of any charities or charitable purpose as the Directors in their absolute discretion see fit.

Mission
To champion social inclusion and community enterprise by providing accessible financial products and

services; and by engaging in property and land transactions that work fo provide assets which benefit
local communities.

Our values
Foundation East's officers, members and board of directors all work in line with our agreed values:

Honesty
Service
Respect
Responsibility
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Activities and operational review

The United Kingdom remains in recession. This being said, eastern England's ability to overcome these
issuies is demonstrated by the fact that the economy in this region has not suffered as much as in other
parts of the UK. In the last 12 months more businesses have started up in the area than in any other; in
particular Harlow in Essex had the highest number of start-ups in England in 2011/12.

Local Enterprise Partnerships (LEPs) are in development throughout the region (although boundaries
have changed) and some have already secured funding for business development. Of note is the New

Anglia LEP, the organisation serving Norfolk and Suffolk, which is being cited as a good example of the
new concept.

Against this backdrop of dramatic change, the Society continued to deliver its mission in two key areas -
business lending, and community land trust development.

When planning our activities for the year, the Directors have considered the Charity Commission's
guidance on public benefit and are satisfied that the Society’s activities meet the principles laid out in
that guidance.

Strategic review
As part of its annual strategic review, the Society acknowledged that it was not meeting its loan delivery
targets for the year and hegan implementing operational changes to address this. The management

composition was improved by the intraduction of a more structured team and more clearly defined areas
of responsibility at each level,

One of the Business Lending Managers (BLMs) was appointed to take responsibility for the
management and motivation of the wheole lending team. The existing finance team took over
administration and IT and a dedicated marketing team, consisting of a Membership and Marketing
Manager together with an assistant, was established.

The senior BLM is now responsible for setting team and individual targets, monitoring and motivating
the team, undertaking a first review of all applications and measuring outcomes of sales activity. This
ensures that the BLMs now spend time only on cases that have a high chance of success. Each case
involves considerable work at the appraisal stage, including advising the client on how o improve and

develop their business plan, and indicating where the aid of external business advisors would be
beneficial.

A more robust and streamlined process has been implemented to follow up enquiries received. This has
enabled the Society to establish more reliable pipeline data, to gain clearer information on how enquiries
are generated and consequently, where to focus sales activity more effectively. All enquiries are
followed up to encourage the potential applicant to apply. The Society is transparent in its requests for
information, making it very clear from the outset what will be needed to apply for funding. The Society
also recognises that this may be daunting, and has put in place an online application/eligibility check,
which gives potential applicants the confidence to continue with their application.

A key strategy is to encourage entrepreneurship in the young. Youth unemployment is at an al-time high
and we work extensively with colleges and universities in the region, including Anglia Ruskin University,
Suffolk New College, Suffoik One, West Suffolk College and Suffolk School for Social Entrepreneurs.
We are also engaging with Job Centre Plus to offer the Society's products and services to the newly
unemployed or those soon to be made redundant,
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Research

A comprehensive survey was undertaken in 2011 through key partnerships (Eastern Enterprise Hub,
SEEE, etc) to establish which products are needed, the loan amounts required, over what period,
clients’ perception of mentoring and support, pricing and where they go for advice.

An advisor seconded to the Society as part of the Business Link programme undertook research into
potential client sources in three small fowns in the region (Braintree, Sudbury and Stowmarket) using a

variety of techniques. Following evaluation, the most effective methods will be used in other towns in the
region.

Business Lending

Through lending to viable businesses, the Society is demonstrating that the creation and saving of jobs
is paramount to the region’s recovery from recession; although many businesses fail in a recession,
many others alsc start up and thrive. To be in at the beginning of a business’s existence and to see it

flourish is extremely rewarding. Our members tell us this is one of the many reasons that keeps them
involved with our work.

Lending values achieved 201112 2010/11 2009/10
Loans disbursed 44 46 36
Amount disbursed £591,425 £768,300 £440,255

Case study 1

Of the businesses supported during the year, 21 were start-ups. One of them is Littie Leaders Childcare,
run by Laura Ali and Kate Everett. Laura had already established and run a nursery for the children of
military families on an army base in Germany and on her return to the UK, she became the manager of
a charity- run nursery in Eyke, where she met Kate, who was the Chair of the nursery trustees. Together
they developed a plan to open their own nursery. Laura applied to several banks but, as it was a start-up
business with no trading history, they were unable to find support. Undeterred, and following a referral
from Barclays, Laura approached Foundation East, who provided her with the finance and support
needed to purchase the lease of a rundown church building in ipswich. Within nine months, the disused

property was modernised and equipped as a 24 capacity pre-school, with a large play area, kitchen and
garden. Little Leaders Childcare is now at full capacity.

Lending values by type achieved Start Ups Expansion Recovery
All years 206 £2,156,331 99 £1,687,364 14  £267,232
200910 20 £181,255 13 £232,000 3 £27,000
2010/11 32 £400,050 14  £268,250 2 £100,000
201112 21 £175210 15  £319,115 4 £97,100

Despite difficult times, clients have persevered and honoured their repayment commitments. This is
attributable to a combination of ciient determination, strong post-loan support from the Society's
business lending and credit control teams, and use of the Sociely's innovative coaching scheme. The
Society prides itself on the support it offers clients in both goed times and bad times. Because the
Society team anticipates that unforeseen issues can arise during the loan period, when problems occur
they readily work with clients to find the solution.
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The coaching scheme introduced early in 2010 continues to be well received. It is offered to all clients,
and is of particular benefit to star-up businesses. Following feedback from the beneficiaries,
improvements have been made to the scheme inciuding a wider availability of coaches; there is now a
network of coaches across the six counties.

Case study 2

When assessing a potential client's suitability for a loan, Foundation East’'s BLMs look for business
acumen, passion and drive. All these were obvious when an award-winning magazine publisher, with
more than 25 years’ experience in the sector, applied for finance to help grow his small business.
Having been made redundant in 2009, he had used his redundancy money to establish Brad Francis
Media, originally to sell web advertising space to the electronics market.

After a period of ill health, he approached the Society for a loan to purchase more modern computer
equipment and fo pay for intensive iraining courses to increase his social media and website
optimisation skills. As this was a relatively new business, the loan offer included mandatory coaching by
one of the Society's skilled business coaches. With her support, and that of the BLM, Brad has
increased his offering to include advertising, PR, sales, website development, marketing, social media
and media consultancy. Brad has developed a strong client base and has taken on a freelance

associate and has plans to expand his team, relocate offices and allow the business to flourish
organically.

The loan provided working capital to the business; the fundamental benefits of working with Foundation
East and the coach were the advice and the support network which gave Brad the confidence io
develop his entrepreneurial skills and focus on generating a successful business.

The Society's mission is to champion social inclusion and community enterprise by providing accessible
financial products and services. One of the main cutcomes of this activity is the creation and sustaining
of jobs. In the year under review, the Society continued to provide opportunities for increased economic
development in the region.

201112 2010/11 20089/10

Jobs created (Full time equivalent) 66 74.5 28
Jobs saved (Full time equivalent) 42.5 211 42.5
Case study 3

in 2002, having worked abroad in the corporate world for many vears, Fernando and Maria Gris
returned to the UK with their family and purchased the wholesale jewellery business Marjo, which had a
team of five staff. Under their guidance, Marjo expanded the product range to more than 3000 items
and sales figures increased year on year. The couple sought financial assistance from their bank to
expand further, but were refused due to policy issues about lending to the wholesale and retail sectors.

Fernando then approached Foundation East for the finance that the business needed to purchase more
stock and to expand its marketing and sales team. Marjo now employs a team of 12 and the couple look
to grow the business further in the coming year.

Lending to a growing a business, particularly during a recession, can he challenging, worrying but also
exciting - the outcomes can be tremendously positive for the local community and for the economy, as
well as for the business owner.
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Community Land Trust Development
Foundation East is helping rural communities in eastern England to prosper and become more self-

reliant, by providing support to people who want {o set up and run & Community Land Trust (CLT) in
their local area.

In its first full year of operation (2011/12), the CLT advice service has made significant progress. The
Community Land Trust Development Manager (Phil Rose) has worked, as a consultant , closely with
more than 20 community groups who have the passion to make a difference in their towns and villages.
All have identified local problems they seek to address, and want to take advantage of new opportunities
to plan for their communities and develop their own solutions.

The first ‘front-runner’ projects are now taking shape. In Cambridgeshire and Suffolk, the Society is
helping to establish new CLTs, which aim o promote and support local economic and social life by
developing property assets that generate income for re-investment in the local community. The assets
will be protected by a legal asset-lock so that they are owned in perpetuity by the local community.

CLTs are run by volunteers on a not-for-profit basis and are democratically accountable: membership is
open to all who live or work locally. By becoming a member, local residents and employers demonstrate
their support and have a say in how the CLT is run and what it does. The primary aim of the CLTs is to
create opportunities and make it possible for people to live and work locally, at a time when this is
becoming increasingly difficult. In this way job vacancies can be filled, the community can function

effectively and young pecple have the opportunity to work and find affordable accommodation in their
local area if they wish to do so.

Young people, who are being priced out of their communities by property prices and rents that are
beyond the reach of those on local wages, are not the only direct beneficiaries. There are many others,
including those who make a significant contribution to their communities such as key workers (teachers,
healthcare workers), low/middle income families with children at local schools, and older people who
have lived locally all their lives and now seek more suitable accommeodation. There are wider benefits
too for all local residents, as schools, shops, transport links, libraries and other services remain viable
and local employers are be able to recruit local people with the right skills and experience.

The CLTDM is working with these emerging CLTs to identify the best sites for development and
produce business plans for their projects. The first planning applications are expected to be submitted
later this year with contractors starting work on site in 2013.

Ancther key success of the new CLT advice service is the strength and quality of the relationships that
have been created at local, regional and national level. Foundation East is now widely known for its

support for CLT development and has become highly respected in the community asset development
sector.

The national reputation of Foundation East has been enhanced as a result of it working closely with the
national CLT netwark, contributing to policy work and lobbying, providing training and fundraising as a
founder member of the Network and as a representative of the Board of Management. At regional and
focal level, the Society is now the first point of contact for all CLT activity by county councils, local
authorities, housing associations, and especially the Homes and Communities Agency. The political
agenda is pushing these higher-tier authorities to try fo work more closely with communities at the local

level and the Saciety is playing an essential intermediary role in helping to create and develop these
links.
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Social outcomes

As well as creating and saving jobs in the region, the Society strives to demonstrate that it meets its
mission in the wider community. During the year, the Society undertock a study to measure its Social
Return on Investment (SROI} using the New Economic Foundation's SRO1 methodology. For the year
2010/11 the SROI report concluded that was a return of £3.79 for every £1 invested.

The SROI researcher also identified that the result could be improved if the wider impact on family
members was included, and if methods to store output and outcome data were improved. Work began
immediately to gather and collate this data in readiness for the 2011/12 SRO! report, due for publication
later this year. Information collected includes borrowers’ assessment of their:

« improved /reduced ability to obtain bank finance e.g. overdraft/dehit card

o improved/worsened credit rating

s increase in turnover, profit and taxes and renewed leases on rented property
» increased/decreased business skills

« greater /lesser job satisfaction

+ higher /lower self esteem

» increased /decreased job security

« higher/ lower sense of well being

« impact on the loan beneficiaries’ families.

A copy of the report is available on the Society's website http://www.foundationeast org/page/social-
return-on-investment.

A similar report on the outcomes of the CLT activity will be undertaken in 2012/13 or the following vear,
depending on the progress made with individual CLT projects. The CLTDM uses the New Economics

Foundation’s “Prove It" methodology to collate data, so that outputs and outcomes from CLT activity can
be measured.

Customer satisfaction

As part of the SROI questionnaire, loan beneficiaries were asked to rate the service they received from
Foundation East on a scale from 'very goed' to 'very poor'. Every response was that the service is ‘very
good’. The Society recognises however that these responses were from existing borrowers only; in
order to gain a more objeclive assessment, the survey should be widened to include potential and

refused loan applicants, and the scope of the questionnaire will be increased. Additional questions will
focus on the:

application process
« first impression

» support given

+ communication

+ professionalism
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Profile raising

Intense effort is made to increase awareness of the Society’s services at every opportunity among key
referrers in the region. Despite this, few referrals come from the expected route, ie High Street banks.
The reasons cited for this are that potential clients do not even approach the banks, for fear of being
turned down, and lack of confidence in the market including the closure of the free Business Link
service. On a more positive note, new start-up shops and business advice centres are opening

throughout the region and it is our intention to make them all aware of the products and services offered
by Foundation East.

The engagement of a marketing team has resulted in a focused marketing strategy. For the previous
two years, the Society used an external PR company and while this was useful, a dedicated team to
undertake all marketing activity was cansidered necessary to raise our profile and relieve the pressure
on BLMs. In the last of quarter of 2011/12, several positive arlicles appeared in the local media,
Foundation East was featured in an edition of BBC TV's Inside Out programme about access fo
business finance and the Sunday Times ran an article on one of our clients, highlighting how CDFls can
help small businesses that have heen declined finance by the banks.

The team identified additional, cost-effective means of communicating our message and increasing
awareness of Foundation East, and have implemented a social media strategy that includes the use of

FaceBook, Twitter and Linkedin to reach not only the referrers but equally importantly, potential
customers.

The Society continues to develop and reinforce its relationship with enterprise agencies throughout the
region and is investing time with local councils and the Local Enterprise Partnerships. Access to finance
is at the top of these organisations’ agendas, so keeping them informed of the Society's products and
services is parameount. We do this through newsletters, Linkedln posts and blogs, as well as personal
visits and attendance at events and networking meetings.

All MPs in eastern England were contacted early in 2012. A disappointingly low number of them
responded, but those who did were very encouraging. The Society was invited to present to a number of
MPs at Westminster and at several events where senior bank officials and MPs faced the public. A
targeted campaign to ensure banks refer rejected loan applicants to Foundation East continues, and
regional managers are starting to take note, with several seeking appointments to move the concept
forward nationally. This should have the desired effect, together with the Better Banking campaign to
ensure Merlin contractual agreements are met (inciuding the referral to alternative sources of finance).

Membership

As part of its 3 year plan the Society has begun to redefine the membership package in line with its
objectives.

Governance

During the year the Society was pleased to welcome Barry Van Eupen to the Board, to replace Jolyon
Larkman who stepped down earlier in the year. Barry is a Chartered Accountant with many years’
experience as a Finance Director with multinational service businesses and he has taken on the role as
the Society's freasurer. Jim Murray stood down from the Board after serving seven years, They both

remain as members and continue o take active roles in the Saociety, attending loan panels and on
committees.
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External appraisal
The Society embraces change, welcomes constructive criticism and acknowledges that improvements
can always be made. It is critically important to the Society that its stakeholders can rely on its

competency and transparency and in this respect has willingly subjected itself to in-depth external
scrutiny.

Following the abolition of the regional development agencies, the Society's former funding contract with
the dishanded East of England Development Agency was novated to Capital for Enterprise (CfEL). In
the audit undertaken by CfEL, the Society achieved a high level pass.

As an accredited provider of the Enterprise Finance Guarantee scheme, the Scciety was also audited by
the Government’s Business Innovation and Skills (BiS) department and received an exemplary repont.

The Society is a member of the Eurcpean Microfinance Network and a charter member of the

Community Development Finance Association and agrees fo comply with both organisations’ Codes of
Conduct.

The Foundation East team

The Society’s staff team has been expanded and strengthened to better deliver its mission and achieve
its objectives. Richard Glinn was appointed Marketing and Membership manager, having been a
member of the Society, a Board member since 2008 and Chair of the Marketing Committee; he
resigned from the Board in September 2011 in order to take on the staff role. A recently gualified
marketing graduate, Christopher Honeyball, has also joined the marketing team.

The Society was able to engage two volunteers, seconded from Business Link, for short periods before
the customerfacing service was discontinued. Virginia Idehen delivered the SROI report and Kurt

Scheepers conducted the market research methodology assessment. The Society is grateful for their
contribution.

Four new volunieers have joined the staff team of the Society, strengthening back office and client
support services.

The Saociety is dedicated to providing the best quality service to its members and clients and as such is
committed to ensure the continued personal development of its team. During the year the senior BLM
Peter Davis, the Marketing and Membership Manager Richard Glinn and the Finance and Administration
Manager Rebecca Allen undertook a six- week intensive leadership course which has enabled them to
manage and motivate their teams more efficiently and effectively.

The Directers of Foundation East recognise the skill, dedication and hard work of the staff team and
volunteers, who continue to show their professionalism and commitment to the objectives of the Society
in every way.

10
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Financial Review

In the year the Society's income totalled £318k (2010/11 - £334k). After deducting resources expended,
the Society incurred a deficit of £258k (2010/11 - £247k). While this appears to be a significant
deterioration, a number of features require further explanation.

« The reduction in incoming resources over 2011/12 is almost entirely accounted for by the absence
of capital grants for the lending programme.

s High repayment rates resulted in significant loan repayments, which totalled £462k (32% cf the
loans porifolio). This reflects the quality of the lending and support offered, although it meant that the
loans portfolio grew more slowly than expected during the year.

+ Operational costs in 2011/12 were £481k, £50k above the cost of £438k for 2010/11. This is largely
as a result of the Society’s decision to employ a dedicated marketing team as part of the drive fo
raise its public profile.

« There was a reduction in the bad and doubtful debts provision in 2011/12 to £61k from £124k in
2010/11, a 50% improvement. This shows that the drive to improve loan quality continues to deliver
positive results.

« In order to maintain the general reserve, £183k was transferred from the Loan Capital Fund to the
General Reserve, thereby leaving the fund with a positive balance of £3k at the year end. It is
intended that funds transferred from the Loan Capital Fund will be transferred back, once the
Society's general reserve is in surplus.

Future Plans
Foundation East has a busy year ahead. It forecasts to increase lending activity and needs to raise
further capital to support this. New opportunities to access funding have been identified; these include

the CDFA's Regional Growth Fund and Big Society Capital and prefiminary approaches are being made
early during this financial year 2012/13,

The Society is also exploring opportunities to provide a delivery-only lending service to charitable
organisations in the region, and to non-charitable businesses wishing to meet their corporate social
responsibility obligations in a meaningful and measurable way.

The CLT advice service has made a very promising start and has the peotential o help achieve
significant results to grow and protect the economic viability of rural communities. The Society will
continue to work with key parties in local and central government along with the CLT network to access
funding to assist fledgling CLTs to bring their plans to fruition.

The Society will also launch new lending products, including a revolving credit facility with debit card and
a mortgage product to fill a gap in the CLT mortgage market. In addition, the Society is working o re-
define the IPS membership package to make it 2 more attractive opportunity for potential new investors.

11
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Responsibilities of Directors

The Directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and United Kingdom Generally Accepted Accounting Practice.

The Industrial and Provident Society Act 1965 requires the Directors to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the Society and of the surplus

or deficit of the Society for the 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,

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

« prepare the financial statements on a going concern basis (unless it is inappropriate to presume that
the Society will continue in operation).

The Directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Society and enable them to ensure that the financial
statements comply with the Industrial and Provident Societies Acts 1965 to 2002. They have general

responsibility for taking reasonable steps to safeguard the assets of the Society and to prevent and
detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial
information included on the Society's website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Auditors

The Society's auditors MHA Maclntyre Hudson have indicated their willingness to continue in office and
offer themselves for re-appointment as such, under Section 485 of the Companies Act 2006.

was approved and authorised for issue by the Directors on 23 July 2012 and signed on its

12



INDEPENDENT AUDITORS' REPORT TO
FOUNDATION EAST LIMITED

We have audited the financial statements of Foundation East Limited for the vear ended 31 March 2012
which comprise the Statement of Financial Activities, the Balance Sheet and the related notes. The financial
reporting framework that has been applied in their preparation is applicable law and the requirements of the
Financial Reporting Standard for Smaller Entities (effective April 2008) (United Kingdom Generally Accepted
Accounting Practice applicable to Smaller Entities).

This report is made solely to the Society's members, as a body, in accordance with Section 9 of the Friendly
and Industrial and Provident Societies Act 1868. Our audit work has been undertaken so that we might state
to the Society's members those matters we are required to state to it 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 Society and the Society's members, for our audit work, for this report, or for the opinions we have
formed.

Responsibilities of Auditors

Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of. whether the accounting policies are appropriate to
the Society's circumstances and have been consistently applied and adequately disclosed; the

reasonableness of significant accounting estimates made by the Director; and the overall presentation of the
financial statements.

In addition, we read all the financial and non-financial information in the Director's Report to identify material
inconsistencies with the audited financial statements. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

« give a true and fair view of the state of the Society's affairs as at 31 March 2012 and of its income and
expenditure for the year then ended; and

*  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice [applicable to Smaller Entities] and the Industrial and Provident Societies Acts 1965 to 2002,

[Gontinued ...
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INDEPENDENT AUDITORS' REPORT TO

FOUNDATION EAST LIMITED
{Continued)

Matters on which we are required to report by exception

We have nothing to repoit in respect of the following matters where the Industrial and Provident Societies
Acts 1965 to 2002 requires us to report to you if, in our opinion:

+ a satisfactory system of control over transactions has not been maintained; or

» the Society has not kept proper accounting records; or

+ the financial statements are not in agreement with the books of account; or

+ we have not received all of the information and explanations we require for our audit.

Wt Mechoe Hadlion

MHA Maclntyre Hudson
Chartered Accountants and Statutory Auditor
New Bridge Street House
30-34 New Bridge Street

London, EC4V 6B Date: | 00/ / A
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FOUNDATION EAST LIMITED

BALANCE SHEET
As at 31 March 2012

Notes 2012 2011
£ £ £ £
FIXED ASSETS
Freehold Properties 7 401,851 397,982
Other tangible assets 8 13,120 15,572
414,971 413,554
CURRENT ASSETS
Loans 9 1,110,266 1,096,489
Debtors 10 3,903 59,760
Cash at bank and in hand 1 1,060,749 1,314,091
2,174,918 2,470,340
CREDITORS: amounts falling due
within one year 12 (136,647) (164,390)
NET CURRENT ASSETS 2,038,271 2,305,950
TOTAL ASSETS LESS CURRENT LIABILITIES 2,453,242 2,719,504
CREDITORS: amounts falling due after
one year 13 (789,372) (801,087)
NET ASSETS £ 1,663,870 £ 1918417

CAPITAL AND RESERVES

Share capital 14 64,800 61,350
Restricted funds 15 1,212,779 1,313,988
Unrestricted funds: 15
Loan capital 15,242 180,546
Fixed asset fund 368,009 359,206
General reserve 3,040 3,327
Total funds 1,599,070 1,857,067
£ 1,663,870 £ 1,918417

The financial s/tlter'ﬁe ts have been prepared in accordance with the Financial Reporting Standard for
Smaller Entities (effeetive April 2008). They were approved, and authorised for issue, by the Directors on 23
July 2012 and signéd on their behalf by:-

PETER JONES, Chair

7 5 =
LA LZ‘/ BARRY VAN EUPEN, Treasurer
% ANNE KATY FORD, Secretary

The annexed notes form part of these financial statements
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

1.

ACCOUNTING POLICIES

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention, applicable accounting
standards and the Financial Reporting Standard for Smaller Entities (effective April 2008). Since the Scciety
has exempt charitable status, the accounts have also been prepared in accordance with the Statement of
Recommended Practice (SORP), "Accounting and Reporting by Charities" published in 2005.

The effects of events relating to the year ended 31 March 2012 which occurred before the date of approval of
the financial statements by the Board of Directors has been included in the financial statements to the extent

required to show a true and fair view of the state of affairs at 31 March 2012 and the results for the year
ended on that date.

Status
Foundation East Limited is an industrial and provident society with exempt charitable status.

Fund accounting

Restricted funds are funds which are to be used in accordance with specific restrictions imposed by funders
which have been raised by the Society for particular purposes. The cost of raising and administering such
funds are charged against the specific fund. The aim and use of each restricted fund is set out in the notes to
the financial statements. Statutory grants which are given as contributions towards the Society's core
services are treated as unrestricted.

Designated funds comprise unrestricied funds that have been set aside by the Board of Directors for

particular purposes. The aim and use of each designated fund is set out in the notes f{o the financial
statemenits.

The General fund is the balance of unrestricted funds which are available for use at the discretion of the

Beard of Directors in furtherance of the general objects of the Society and which have not been designated
for other purposes.

Incoming resources

All incoming resources are included in the Statement of Financial Activities when the Society is legally entitled
to the income and the amount can be quantified with reasonable accuracy.

Resources expended
All expenditure is accounted for on an accruals basis and has been included under expense categories that
aggregate all costs for allocation to activities. Governance costs include the costs of servicing Directors’

meetings, audit and strategic planning. irrecoverable VAT is charged against the category of resources
expended for which it was incurred.
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

Tangible fixed assets and depreciation
All assets costing more than £500 are capitalised.

Properties under construction are shown at cost. Once completed the properties then undergo an impairment
review to ensure that they are shown at no more than recoverable value. Completed properties are reviewed
for impairment on an annual basis, by comparing their carrying value with their recoverable amount.

Freehold land - indefinite (not depreciated)
Buildings - 50 years

Furnitureffittings - 10 years

Office equipment - 5 years

Computer equipment - 4 years

Loans and provisions

Loan balances are reviewed regularly and those that are no longer considered to be recoverable are written
off. Where there is any doubt about the recoverability of a loan, an assessment is made of the amount that is
considered at risk, and the probability of default, in order to arrive at a provision for doubtful debts.

Operating leases

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain
with the lessor are charged to the Statement of Financial Activities as incurred.

Pensions

The Society operates a defined contribution pension scheme. Contributions are charged to the Statement of
Financial Activities as they become payable in accordance with the rules of the scheme.

2. REVENUE GRANTS FOR LENDING ACTIVITIES 2012 2011
£ £

Havebury Housing - 2,727
Community Development Finance Association - 4,750
Suffolk Housing Society - 11,220
Colne Housing Society - (318)
Capital for Enterprise Ltd (formerly from EEDA) 113,333 123,333
Norwich City Council (Local Enterprise Growth Initiative) - 20,202

£ 113,333 £ 161,914
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

3. OPERATIONAL COSTS 2012 2011
£ £
Staff costs (see Note 5) 295,335 253,014
Temporary staff and recruitment 456 2,959
Staff training and welfare 3,315 2,920
Rent 12,816 17,342
Hospitality and refreshment 3,976 2252
Telephone and postage 5,181 4,916
Insurance 3,607 3,734
Property depreciation 6,748 6,578
Depreciation of other tangible fixed assets (see Note 8) 5,673 5,899
Mileage allowance and other travel and subsistence costs 26,133 23,858
Consumables 3,081 4,595
Equipment and IT 16,865 14,463
Advertising and marketing 31,971 20,909
Loan arrangement fees and bank charges 1,223 1,501
Conference and seminar fees 682 1,622
Subscriptions and memberships 6,767 5158
Website 11,374 10,706
Legal fees 2,624 2,843
Professional and consultancy fees 32,980 22,782
Fees payable to auditors (for grant audits and advice) 1,260 1,176
Property servicing costs 10,767 11,912
Interest payable on Unity Trust bank loan 18,333 18,751
Interest payable on Adventure Capital Fund loan 3,023 2,820
Other expenses 3,392 5,469
507,582 448,179
Allocated to governance costs (26,246) {9,522)

£ 481,336 £ 438657

Operational costs consist of the day to day running costs of the Society. Operational costs have been
allocated to governance costs according to Management's best estimates of how staff time has been spent
on these activities (see Note 4).

4. GOVERNANCE COSTS 2012 2011
£ £

Audit fees 7,356 9,024
Allocated from operational costs (see Note 3) 26,246 9,522

£ 33602 £ 18,546

5. STAFF NUMBERS AND COSTS 2012 2011
£ £

Salaries 250,084 218057
Sogcial security costs 26,025 21,931
Pension costs 19,226 13,026

£ 295335 £ 253014
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

The average weekly number of employees, calcutated as full time equivalents, during the period was: 8.4
(2011 -7.0).

No employee received remuneration greater than £60,000 in the year or the previous financial year.

6. DIRECTORS

During the year, no Director received any remuneration (2011 - £NIL). However as described in Note 19, one
Director provides services to the Society in a professional, arms length capacity. Three members of the
Board received reimbursement of expenses for travel amounting to £374 (2011 - two members of the board:
£114).

7. FREEHOLD PROPERTIES 154
Miles Ward Chediston
Court Street Total
£ £ £
Cost net of impairment losses
At 1 April 2011 215,000 196,138 411,138
Additions 7,301 3,316 10,617
At 31 March 2012 £ 222301 £ 199454 £ 421,755

Depreciation

At 1 April 2011 6,880 6,276 13,156
Charge for the year 3,557 3,191 6,748
At 31 March 2012 £ 10,437 £ 9,467 £ 19,904

Net book value
At 1 April 2011 £ 208120 £ 189,862 £ 397,982
At 31 March 2012 £ 211,864 £ 189987 £ 401,851

The Society received a capital grant of £400,000 from the East of England Development Agency for 154
Chediston Street which stipulates that the funder will have a legal charge over the property until 2015.

The funding agreement with Go East for Miles Ward Court stipulated that the grant can be clawed back if it is
sold or its use changes before 2028.
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

8. OTHER TANGIBLE FIXED ASSETS

Computer Fixtures & Office
equipment Fittings  equipment Total
£ £ £ £
Cost
At 1 April 2011 40,662 18,393 4,322 63,377
Additions 3,221 - - 3,221
At 31 March 2012 43,883 18,393 4,322 66,598
Depreciation
At 1 April 2011 35,931 8,059 3,815 47,805
Charge for the year 3,580 1,839 254 5,673
At 31 March 2012 39,511 9,898 4,069 53,478
Net book value
At 31 March 2011 £ 4,731 £ 10,334 £ 507 £ 15,672
At 31 March 2012 £ 4,372 £ 8495 £ 253 £ 13,120
9. LOANS 2012 2011
£ £
Capital Loan balance
At 1 Aprit 2011 1,405,755 1,195,455
L oans disbursed in the year 591,426 768,295
Loans repaid in the year (462,982) (302,630)
Loans written off in the year (110,780) (255,365)
Capital Loan Balance as at 31 March 2012 1,423,419 1,405,755
Less: Provision for doubtful debts
At 1 April 2011 {309,266) {284,304)
Increase in provision during the year (3,887) (24,962)
Provision for doubtful debts as at 31 March 2012 (313,153) (309,2686)

£ 1,110,266 £ 1,096,489

At the year end £565,760 of the loan balance was receivable in one year (2011: £419,454),

2012 2011
£ £

Bad debt expenditure
Loans written off in the year 110,780 255,365
Loans previously written off and subsequently recovered (see below) (53,307) {156,607)
Increase in provision during the financial year 3,887 24,862

£ 61,360 £ 123720

Loans previously written off and subsequently recovered includes amounts received from third party
guarantors, which are not included as part of "loans repaid in the year'.
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

10. DEBTORS 2012 2011
Due within one year £ £
Grant and rent debtors 2,392 2,448
Receivable from Enterprise Finance Guaraniee - 39,934
Prepayments and accrued income 1,511 17,378

£ 3,903 £ 58,760

11. CASH AT BANK AND IN HAND

As described in Note 13, £750,000 was held on deposit by Unity Trust bank as loan security.

12. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR 2012 2011
£ £

Trade creditors 7,301 9,200
Salary costs owed fo third party agents 70,052 67,666
Accruals 16,812 16,040
Deferred grant income (see below) 33,333 66,667
Rent deposits 1,559 1,656
L.oan from the Adventure Capital Fund (see Note 13) 7,590 3,261

£ 136,647 £ 164,390

2012 2011
£ £

Deferred grant income
Balance at 1 Aprii 2011 66,667 133,152
Amount released to incoming resources (33,334) {133,152)
Amount deferred in the year - 66,667
Balance at 31 March 2012 £ 33,333 £ 66,667
13. CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR 2012 2011
£ £
L.oan from Unity Trust Bank 750,000 750,000
Loan from the Adventure Capital Fund 39,372 51,087

£ 789,372 £ 801,087

The Adventure Capital Fund awarded the Society £89,000 towards the cost of developing Miles Ward Court
(see Notes 7 and 15). £66,000 of this award is in the form of a long-term loan. £33,000 was provided as a
grant. Interest is payable on the loan at 8% per annum. The long term loan has been secured on the buiiding.
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FOUNDATION EAST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

14,

15.

The loan from Unity Trust bank is used to fund the Society's loan making activities. The capital component is
not repayable untd! April 2014. Interest is payable at 2% over the Bank's Base Rate. The long term loan
security held by the Bank is not limited fo, but includes, an assignment over the debtor book relating to the
entire client loans porifolio. At the year end £750,000 was aiso held on deposit by Unity Trust bank as loan
security. This is included within Cash at bank and in hand.

SHARE CAPITAL

Ordinary shares of £1 each
CITR ordinary shares of £1 each

Movement in share capital

At 1 April 2011
Shares issued
Shares redeemed

At 31 March 2012

None of these shares are entitled to dividends.

2012 2011

£ £
30,1580 27,050
34,650 34,300
64,800 £ 61,350
2012 2011

£ £
61,350 68,700
3,450 5,400

- (12,750)
64,800 £ 61,350

The Ordinary shares are redeemable at par subject to & 3 month notice period. The shareholders are

members of the Society and have voting rights at general meetings. CITR ordinary shares are issued to the
public and attract Community Investment Tax Relief.

The Ordinary shares and CITR shares rank equally, other than the right to withdraw. CITR ordinary shares

can generally only be withdrawn after a period of 5 years from the date of issue.

SUMMARY OF FUNDS
Brought Incoming Resources Carried
Forward Resources Expended Transfers Forward
£ £ £ £ £
SUMMARY OF FUNDS
Restricted funds 1,313,988 113,333 {214,542) - 1,212,779
Unrestricted funds:
Loan capital 180,546 - 17,696 {183,000} 15,242
Other unrestricted funds
Fixed asset fund 359,206 - (12,421} 21,224 368,009
General fund 3,327 204,968 (367,031) 161,776 3,040
£ 1,857,067 £ 318,301 £ (576,298) Nil £ 1,599,070
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