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REPORT OF THE DIRECTORS .
MMercyCorps

Who we are

Mercy Corps is a global non-profit humanitarian agency, working amid disasters, conflicts, chronic
poverty and instability to help people and communities overcome the massive challenges they face.
Since 1979, Mercy Corps has provided over £750 million in assistance to people in 106 nations.
Supported by headquarter offices in Europe and North America, today the agency's unified global
programmes employ over 3,700 staff worldwide and reach 14.5 million people in more than 40
countries.

Mercy Corps Scotland is part of this global agency, and is based at Mercy Corps' European
headquarters in Edinburgh. While we are a separate legal entity (company limited by guarantee
208829; registered charity SC030289), we work as part of the global Mercy Corps team to help
millions of people across the world each year recover from disasters, build stronger communities and
find lasting solutions to poverty.

Globally, Mercy Corps’ mission is to alleviate suffering, poverty and oppression by helping people
around the world to build secure, productive and just communities. Mercy Corps Scotland exists for
three core reasons, based on this mission, as set out in the objects of our Articles and Memorandum
of Association:

e to promote the relief of persons suffering from poverty, sickness and distress in any part of
the world and to preserve and protect health;

¢ to advance the education of such persons; and

e to advance education for the public benefit.

Our ‘Vision for Change’, based on the Universal Declaration of Human Rights, is that peaceful,
secure and just societies emerge when the private, public and civil society sectors are able to interact
with accountability, inclusive participation and mechanisms for peaceful change.

Our strategy is to work in countries in transition, where communities are suffering and recovering
from disaster, conflict or economic collapse. Our experience demonstrates that during these times of
turmoil and tragedy, there exists the possibility for positive change. We help communities move
rapidly from crisis to long-term, durable recovery and then continue to provide assistance for the time
required for true transformational development. We do so by helping communities organise for the
change they wish to see, catalysing the interaction of a strengthened civil society with the private and
public sectors, and promoting economic opportunities so positive change can be sustained.
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Our Approach

Throughout its history, Mercy Corps has followed the same core values and approach to its work. In
the midst of economic collapse, political transitions, armed conflict and natural disasters we have
activated the human potential that exists in everyone to create sustainable, positive change in
millions of people’s lives throughout the world.

No-one is more motivated or better equipped to create change than the person whose life and future
is at stake. And no-one is more knowledgeable about what is needed than the one who will benefit
from that boost. At Mercy Corps, our role is to help catalyse the change that communities want to
see. ltis their potential, their energy and their ideas that ultimately will conquer the difficulties they
face. Our job is to listen, assist and connect them with the resources they need to succeed.

Our programmes are led by people of the region who speak its language, know its history and
actively invest in developing its human network. We do not import foreign cures or impose
developed-world perspectives. There are no one-size-fits-all solutions. Our teams involve local
residents — who understand the challenges and have the greatest stake in how they are solved — in
designing and pursuing the best strategies for their communities. We work to develop and support
local solutions to local problems.

Our Charitable Activities

We continue to manage and measure our projects under four key themes:
Civil Society, Capacity Building and Conflict Management
Economic Development

Public Health, Water and Environment
Disaster Management
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Charitable Activity: Civil Society, Capacity Building and Conflict Management

Women in Bouar in the Central African Republic, where Mercy Corps works with women’s organisations to improve the lives of
women across the country. Mercy Corps / Cassandra Nelson

Fatou Ali, a business woman in the Central African Republic helped by Mercy Corps Village Savings and Loan programme.
Mercy Corps / Jenny Bussey Vaughan
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Charitable Activity: Civil Society, Capacity Building and Conflict Management

Mercy Corps believes that strengthening the bonds between the public, private and community
sectors is essential if aid and development work is to be truly effective. We aim to encourage
co-operation between all groups in a community, by bringing people together, building the capacity of
local community organisations, and promoting participation in decision-making processes and conflict
resolution.

While our response changes with each unique situation or crisis, our commitment to building working
trust between individuals, community members and grassroots organisations remains constant
throughout our programmes.

In this area, our work focuses on:

o Addressing conflict sensitive areas through innovative, community led interventions.

e Supporting and building the capacity of local non-governmental organisations and state entities
to support post-conflict reconciliation efforts, the return of displaced populations or their
integration into host communities.

e Strengthening the knowledge, skills and overall capabilities of civil society, particularly
organisations committed to women’s empowerment, so that they are better equipped to initiate
peace building activities.

This year, our work has included:

o Working with young people’s networks in Gaza and the West Bank to build links with potential
employers, advocate for improved training, apprenticeships and educational opportunities, and
to train 200 young people on employment skills.

¢ Starting a major two-year programme to support the return and integration of 4,000 displaced
families in 15 villages in Indonesia, focusing on support for intensive economic recovery and
peaceful dispute resolution.

o Building the capacity and capability of local organisations across seven regions of Jordan,
enabling them to better integrate disabled children and young people in their communities.
Mercy Corps supported the selected organisations to improve facilities, services and expertise,
and also to run an awareness raising campaign about disabled young people’s issues,
including training sessions delivered to over 700 people.

In the coming year, we will also:

o Play a key role in Mercy Corps’ global work to promote and increase projects for young people,
which integrate key elements including economic and civic development, education,
information communication technology and citizen diplomacy.

o Continue to develop peace-building projects across the world, using rigorous research on im-
pact and exploring new initiatives to test and refine our approaches.




Charitable Activity: Economic Development
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Charitable Activity: Economic Development
Our Approach

Mercy Corps recognises many of the people we assist as potential entrepreneurs, business owners,
consumers and civic leaders. In countries recovering from disaster and economic shock, we connect
individuals and communities with markets, financing and training to improve the local economic
environment and bring about lasting change.

In many rural communities, agriculture and fishing livelihoods are a major source of income and food
security. Mercy Corps has worked with thousands of farmers and fishing communities to help
increase productivity and better manage land and water resources. We provide technical assistance
and support communities to access local government in order to address economic challenges which
will help people move from subsistence farming to profitable livelihoods.

In this area, our work focuses on:

e Strengthening local market economies in communities recovering from conflict.
e Promoting increased access to markets in the world’s most vulnerable and fragile economies.
e Developing the capacity of local communities through education and training.

This year, our work has included:

e Beginning work to develop and strengthen local agricultural economy in Sudan, benefitting
more than 8,000 people through providing training, seeds, access to farming tools and
equipment and developing local micro-enterprises.

¢ Working with more than 20,000 farmers in Helmand Province in Afghanistan to improve skills,
facilities and income generation possibilities based on local agriculture, increasing sales and
income in the area significantly.

¢ Running an award-winning programme to build the capacity of information and communication
technology businesses and entrepreneurs in the West Bank. The programme focused on
targeted training and apprenticeships for Palestinian ICT professionals and building links
between Palestinian, Israeli and European businesses.

In the coming year, we will also:

e Contribute to Mercy Corps’ global aim of increasing the agricultural productivity for those we
work with by 15%, building enhanced food security, job growth in the agricultural sector and
strengthened household income.

o Work to clearly define and build on our commitment as a global agency to finding market-led
solutions to local challenges, using relevant market assessment tools and an agreed
framework and language.

10
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Charitable Activity: Public Health, Water and Environment

P * i, il
Mercy Corps fuel-efficient stove in operation in a camp in North Kivu, Democratic Republic of Congo. Mercy Corps /
Cassandra Nelson

Women from camps in North Kivu, Democratic Republic of Congo, who have been trained by Mercy Corps to build, maintain
and use energy efficient stoves. Mercy Corps / Cassandra Nelson

11
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Charitable Activity: Public Health, Water and Environment
Our Approach

Mercy Corps addresses the health, water and environmental concerns that are critical for so many of
the communities we work with. Through local partnerships our efforts help those most impacted by
poverty, social and political marginalisation and displacement, helping to build local infrastructure and
meeting the needs of local people.

In health we work to improve maternal, newborn and child health and nutrition, combat infectious
diseases including TB and HIV/AIDS and provide physical and mental health care in emergencies.

In water and sanitation we focus on fulfilling the water needs of vulnerable populations, from piping
drinking water to rural communities to solving resource-based conflicts and ensuring that people
have access to drinking water in the most devastating emergencies. We also recognise that
environmental challenges underpin all aspects of human development, and as such, the environment
is a major consideration in the work we do across the world. We continue to search for more
effective, innovative ways to incorporate environmental issues into our programmes around the
world.

In this area, our work focuses on:

e Promoting health and wellbeing for communities in need.

e Providing communities with safe access to clean water and sanitation facilities.

¢ lIdentifying and promoting alternative energy sources, supported by a range of mechanisms
including carbon financing.

e Working to catalyse governments and communities through advocacy, outreach and
example.

This year, our work has included:

¢ Responding to the serious cholera outbreak in Manicaland in Zimbabwe, helping over
400,000 people. Work focused on overhauling, building and upgrading access to clean water
and sanitation facilities, distributing public health information, sharing expertise with local
officials and training environmental health technicians to identify and prevent cholera.

¢ Rehabilitating and reconstructing water and sanitation infrastructure in Maradan and Swat
Valley in Pakistan, benefitting more than 70,000 people affected by the conflict in the region
in early 2009.

¢ Developing affordable and environmentally sustainable sanitation services in Jakarta in
Indonesia, and working to increase the awareness of local residents and government about
the environmental, health and economic benefits of improved sanitation.

¢ Pioneering work to fund critical projects in the Democratic of Congo through carbon financing,
and exploring the model’s potential elsewhere in the world.

In the coming year, we will also:

o Pilot a regional strategy in Southeast Asia, building projects to help local communities adapt
to and mitigate the effects of climate change, and share the lessons learned.

12




Charitable Activity: Disaster Management

Mercy Corps cash-for-work clear-up programme in action in H
Cassandra Nelson

MercyCorps
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Charitable Activity: Disaster Management
Our Approach

Natural disasters can take homes and what little possessions individuals and families have. The
outbreak of war and threat of violence can have equally devastating impact. Throughout every
emergency response, whether the result of natural disaster or conflict, Mercy Corps not only
addresses the immediate needs of the affected communities, but looks ahead to find ways to prevent
or lessen the effects and to improve local infrastructure and communication channels.

While we provide immediate emergency relief, like shelter, food, water and health support, we also
aim to develop and implement policies, strategies and practices that will minimise the impact of future
disasters. This work can range from educating communities on how to watch for and avoid harm
from potential disasters; training on new house building techniques that will better withstand
earthquakes; and supporting farmers in areas at risk of drought to implement new planting
techniques with alternative crops to ensure higher yields.

In this area, our work focuses on:

e Reacting and responding swiftly to serious humanitarian crises through targeted short term aid
and long term recovery programmes.

e Developing long term recovery plans for complex emergencies that focus on the rehabilitation
of local markets and reinstitution of livelihoods for affected communities.

¢ Providing material aid to mitigate food insecurity in the most vulnerable areas.

e Exploring new initiatives that can develop and reinforce disaster risk reduction in disaster-
prone regions.

This year, our work has included:

e Responding to the devastating earthquake in Haiti in January 2010, ensuring that 22,000
survivors have access to clean water and sanitation services, providing almost 6,000
households with cash-for-work placements (earning much-needed income while helping the
rebuilding effort), and helping over 500 entrepreneurs access retrospective insurance, allowing
them to rebuild businesses destroyed in the earthquake.

¢ Implementing emergency food security programmes in Somalia, helping 30,000 people
displaced by the ongoing conflict access food through food-for-work schemes, and distributing
seeds and farming tools to 1,500 local people.

e Beginning a major programme of work to support communities in Myanmar to reduce the
impact of future cyclones on the local agricultural economy. Work is focusing on repopulating
buffalo stocks and supporting local farmers to come together and develop ways to reduce the
devastation caused by cyclones.

In the coming year, we will also:
e Work as part of the global Mercy Corps team to expand work on disaster risk reduction across

at least five countries, and to share learning to ensure that communities where we work are
better prepared to protect their lives and livelihoods.

14
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Our Capacity

To achieve our mission it is essential that Mercy Corps constantly strives to achieve excellence in
terms of our own internal capacity, resources and capabilities. As an organisation we are committed
to achieving best practice in all areas of our operations through the promotion and adoption of shared
values; the efficient employment of up-to-date technology and resources; and the development and
well-being of our staff.

Last year we aimed to:

Select and implement a new global accounting system.

Review our handling of foreign exchange and international cash transfers.

Review our reserves policy.

Review and document HR policies and procedures to improve efficiency and parity of
treatment and interpretation across agency and further support quality programming.
Broaden the scope of staff training as a long term investment in personnel in order to
strengthen Mercy Corps leadership and culture.

Help establish a new agency wide computerised HR system.

Increase our capacity to support the field through investment in staff.

In the last year we have:

Selected a new accounting package — SunSystems — which will link into the new global
accounting software solution and went live on 1 August 2010.

Started the process of improving trade rates in conjunction with sister agencies in the UK. In
addition, as part of the new accounting package we have built in new reporting tools on
foreign exchange which will enable us to attribute exchange rate fluctuations with increased
accuracy.

Agreed to defer reviewing our reserves policy until 2010-2011 when we will have more
accurate information on our unrestricted cash position and projected cash movements.
Begun work to review and document HR policies and procedures.

Supported a broad range of training courses and opportunities across all departments. With
Mercy Corps support two International Finance Officers are now qualified accountants and
many staff have updated their skills and or learnt new ones to ensure we remain competitive
within the sector.

Begun initial mapping work to establish the requirements of a worldwide HR system.

In the coming year we will:

Continue to develop the functionality of SunSystems, in particular: developing tools to track
more accurately exchange rate gains and losses with the aim of channelling more funds to
field operations and improving the speed and level of detail of project reporting to field staff.
Train all staff on the newly approved IT policies and procedures.

Launch regular in-house IT training workshops to increase staff utilisation of core software and
improve productivity.

Continue to build the capacity and quality of our headquarters staff in order to maximize the
support we are able to offer the field.

Complete the review and documentation of policies for expatriate employees in order to
provide a more global approach to HR.

Collate HR policies for European headquarters to strengthen transparency and fairness.

15




Our people

Mercy Corps Scotland Board of Directors:

Viscount Jock Encombe, Chairman

Tom Murray, Company Secretary

Adrienne Airlie (Appointed May 2010)

Barry Ayre (Resigned April 2009)

Nick Blazquez (Appointed December 2009)
Roberto Bocca (Appointed November 2009)
Djemila Cope (Resigned December 2009)
Kathleen Graham-Harrison

Rear Admiral Michael Gregory OBE

Neal Keny-Guyer

Paul Dudley Hart

Stephen Hampson (Resigned May 2010)
llse Howling (Appointed August 2009)
Nancy Lindborg

George Menzies (Resigned December 2009)

Mercy Corps Scotland Executive Committee:

Viscount Jock Encombe, Chairperson
Adrienne Airlie (Appointed May 2010)
Michael Gregory

Tom Murray

Steve Mitchell (Retired April 2010)

Mercy Corps Scotland Audit and Risk Committee:

Martin Fairbairn, Chairperson

Adrienne Airlie (Appointed May 2010)
Bob Cowan

Michael Gregory

Scott Wallace (Retired December 2009)

MercyCorps

Mercy Corps European headquarters staff, with senior management team members senoted by
(SMT).

Mervyn Lee OBE, Executive Director (SMT)
¢ Alison Khan

Liz Sams, Director of Finance (SMT)
Alexandra Angulo

Nicola Dodero

Graeme Farmer

Gillian Gordon

Judy Moore

Margaret Morrow

Paul Patrick
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John Cunningham, Director of Fundraising and Corporate Development (SMT)
e Alex Muirhead

Sinéad Reynolds

Jennifer Adams

Ruth Allan

Erin Gray

Sandra Dow

Marisa Elliott

Susan Moore, Director of Human Resources (SMT)
o Claire Paterson

Fernando Soares, Director of Programmes (SMT)
e William Baron

Carron Beaumont

Mark Chadwick

Jenny Hanley

Mark Henderson

Maiju Jolma

Michael Gillespie

Dorothy Mclintosh, Climate and Carbon Business Development Manager

Sarah Brown, Global Citizen Corps Project Manager
e Brenna Nyznik

Valerie Ceccherini, Senior Policy and Advocacy Officer

Staff who have left or transferred within the organisation during the period of this report:

e Ross Hornsey
e Marco Simonetti

Mercy Corps Scotland Auditors:

Henderson Loggie
34 Melville Street
Edinburgh, EH3 7HA

Mercy Corps Scotland Bankers:

National Westminster Bank Plc
8 George Street

Edinburgh

EH2 2SB

Mercy Corps Scotland Solicitors:

Turcan Connell
Princess Exchange
1 Earl Grey Street
Edinburgh

EH3 9EE

WMercyCorps
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Our Supporters

We would like to thank all the organisations and individuals who have supported our work during the
past year. While it is not possible to mention all, some of our key supporters are set out below.

Grants and Funders:

British Council; Carbon Clear; Christian Aid; Department for International Development (DFID);
European Commission; European Community Humanitarian Organisation (ECHO); Faroe Island
Government; Foreign & Commonwealth Office (FCO); French Government; German Government; Irish
Aid; Jersey Government; New Zealand Government; Oxfam; Reach Out To Asia (ROTA); Royal
Netherlands Embassy; Save the Children; Scottish Government; Suez Environment Foundation;
SurfAid; Swedish International Development Cooperation Agency (SIDA); Swiss Development
Corporation (SDC); United Nations Development Programme; United Nations Food and Agriculture
Organisation (UNFAO); United Nations Children’s Fund (UNICEF); United Nations Office of the High
Commissioner for Refugees (UNHCR); United Nations Office for Project Services (UNOPS); World
Bank.

Corporate Donors:

Accenture UK Ltd; Artemis Investment Management Ltd; Arup; Athletes' Angels; Caledonian

Industries Ltd; Clydeport Ltd; EDF Energy; Equinox; Gillespie Macandrew; Give It; Hunter Property
Fund Management Ltd; International Financial Data Services (UK) Ltd; IVHE.com; Keegan &
Pennykid; Kenmore Hotel; Liberty International; Martin Currie Investment Management Ltd; Media Plan
GmbH; Morton Fraser, Solicitors; Paramount Printers; Pitlochry Station Charity Bookstall; R J
O'Donnell Ltd; Royal Mail Group; Scottish Coal; Scott-Moncrieff; Springfords LLP; St John's Hospital;
Ten Hill Place; Tesco Charity Trust; The Big Give; The COFRA Foundation; The Greetings Card
Company Ltd; Kelvin Consultants Ltd; The Nomad's Tent; The Royal Bank of Scotland Group; UBS
Investment Bank.

Trusts and Foundations:

Barcapel Foundation; The Bryan Guinness Charitable Trust; The Dorfred Charitable Trust; The
Douglas Smith 1998 Charitable Trust; The Fulmer Charitable Trust; The John M Archer Charitable
Trust; M V Hillhouse Trust; Mainhouse Charitable Trust; Marr-Munning Trust; The Martin Connell
Charitable Trust; Miss Annie J | Gower Charitable Trust; Mr and Mrs J Salvesen's Charitable Trust;
The Norman Evershed Trust; The Roger Vere Foundation; The Rowan Charitable Trust; The Souter
Charitable Trust; The Stavros Niarchos Foundation; Third World Foundation for Social and Economic
Studies; The Waterloo Foundation.

Community Organisations, Faith Groups and Schools:

Balerno High School; Boroughmuir High School; Birmingham Chamber of Commerce and Industry;
Braidburn School; Broughton High School; Broughton Primary School; Canal View Primary School;
Canongate Kirk; Carrick Knowe Primary School; Castleview Primary School; City of Edinburgh
Council; Cornbank St. James Primary School; Corstorphine Primary School; Craigentinny Primary
School; Davidson's Mains Primary School; Edinburgh Unesco City of Literature Trust; Faroe Islands
Boy Scout’s Association; Fox Covert Primary School; Fox Covert RC Primary School; Gilmerton
Primary School; George Heriot's School; Gracemount Primary School; Greenock East End Church;
Ifyouwalkyoucandance; Imaginate; Inland Revenue Charities; International Community School; James
Gillespie's High School; Kelso Churches Together; Liberton High School; Lothian and Borders Police;
Lorretto School; Oxgangs Primary School; Patna Waterside Parish Church; Patients Fund Department;
Pentland Primary School; Royal Hospital for Sick Children; Royal Infirmary Edinburgh; Sighthill Primary
School; Sir Jonathan North Community College; South Edinburgh Quaker Meeting; South Side
Community Education Centre; St Cuthbert's Primary School; St Ebbas Episcopalian Church; St James
Episcopal Church; St Martin's Church; St Martin's Episcopal Church; St. Matthew & St. Luke's Church;
St Paul's Primary (Whiteinch); St Stonehouse Girl's Brigade; The Royal High School; Stockbridge
Primary School; Strathesk Primary School; The Coverdale Organisation; The Fruitmarket Gallery; The
Incorporation of Goldsmiths of the City of Edinburgh; The Queens Hall; Tollcross Primary School;
Troon Old Parish Church; UNISON; Victoria Primary School; Wardie Parish Church; Wardie Primary
School; Wester Hailes Education Centre; Usher Hall; West Park Centre.
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Financial Review
Income

The global economic instability witnessed in 2008-09 settled into an uneasy and uncertain 2009-10.
For Mercy Corps Scotland this manifested itself in a sharp drop in unrestricted voluntary giving which
fell from £295K in 08-09 to £164K in 09-10. Interest rates scraped along the bottom with negligible
amounts accruing on unspent balances. During the year, contrary to initial understanding, Mercy
Corps Scotland had to refund £52,167 interest earned on a major project implemented several years
previously.

Restricted voluntary income generated £825K, up £278K on 08-09 with the Haiti Earthquake Appeal
generating £312K of this amount. This was the first test of the Edinburgh Disasters Response
Committee relationship and the successes and lessons learned from experience have now been
mainstreamed into the Fundraising department’s processes. Given the difficulties of generating
unrestricted income this year the fundraising strategy moved mid year to focus on generating
co-financing monies for institutional donors which has proved successful.

The uneasiness felt by the private sector did not seep through to institutional donors which remain
the main source of Mercy Corps Scotland income. The funds generated and spent from these
sources increased £1.3M from £20.5M in 08-09 to £21.8M in 09-10. Significant multi-year grants
were won in Afghanistan (£4.3M) and Kosovo (£4.4M) as well as an increasing number of grants
being won for projects in the Middle East and Africa. Income relating to these grants will be
recognised in our accounts in line with eligible expenditure over their duration.

The graph below compares institutional donor income over the last two financial years. Income
continues to increase from the European Commission and UK Government.

Income from Institutional Donors 08-09 and 09-10

m 2009
mzZi10

Million GBP

EuropeAid ECHO L Uk Government Mon-LIk
Government
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Diversifying sources of income remains a strategic aim. The pie chart below illustrates the
percentage of income sources for 08-09 compared to 09-10. ECHO — which focuses on
humanitarian as opposed to development projects - showed a marked increase from 12% in 08-09 to
21% in 09-10. This increase reflects the nature of our activities in the Middle East in particular

Income by source 08-09 (Inner Ring) and 09-10 (Outer Ring)

O EuropeAid

B ECHO

B UN

O UK Government

B Non-UK Government
O Non-Statutory

Expenditure

As last year, programme expenditure was analysed and the amount of expenditure allocated against
the appropriate charitable activity. The chart below shows where funds were deployed by country.
Mercy Corps Scotland was active in 29 countries with West Bank Gaza and Zimbabwe overtaking
Afghanistan as the largest recipients of income.

Exgglgnditure by Country 2009-2010

Demacratic Republic of Congo Mon ;

Central African Republic 5 730/ 9 3.61% Somalia
AR 3.44%

3.99%

Guatemala
2.75%

Kosovo

Indonesia
4.36%

Lebanon
4.73%

2,620 Colombia

0,

Pakistan  Georgia L77%
2.45% 2.04% Haiti
Liberia 1.60%
0,
23 Jordan
1.56%
Myanmar
8.19% Nepal
Other

/ 1.40%

11.49% Bosnia Tajikistan

— Ethopia
1.269 0
/ZM/* 0.89%
Sudan East Timor

8.84% 0.70%

West Bank Gaza

0,
14.49% India

0.08%

Sri Lanka
0.03%

Afghanistan Zimbabwe
9.05% 11.91%
Kyrgyzstan
0.01%
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Balance Sheet

Fixed assets increased following the decision to implement a new finance system. The software and
related consultancy costs are being depreciated over three years. The new system was required to
be able to better account for and manage foreign exchange complexities and to facilitate speedier
donor report submissions.

Many donors withhold final payments on grants pending satisfactory evidence of financial and
programmatic delivery. As Mercy Corps Scotland’s growth continues the cash flow impact of this
increases. The amount owing from donors at the end of the financial year was £2.5M an increase of
£600K on the previous year.

The cash position at year end showed an increase of £588K on the previous year. This was due
mainly to the timing of up front instalments of programme monies. The increase in deferred income
(see note 11) reflects the extent of payments received up front. The bulk of the cash funds continue
to be restricted and no investment activity other than bank deposits is permitted for these funds. In
most cases, the interest earned on these funds must be attributed to the relevant programme so
opportunities to invest surplus cash are limited at present. Unrestricted cash funds are currently
£680K.

The unrestricted general reserves position (detailed in notes 13 and 15) has weakened due to the
impact of the foreign exchanges losses in the year. £651K in the year was transferred out of general
funds to support the needs of the designated funds for fixed assets, dilapidations and foreign
exchange. The foreign exchange reserves which had been built up over previous years have been
completely utilised in addition to requiring support from general funds. It should be noted that the
impact of unrealised losses is outwith the control of Mercy Corps Scotland and relates to the
exchange rate valuation of the balance sheet at the year end. Moving monies from donor currency
into functional currency would lead to realised exchange exposure so current Mercy Corps Scotland
policy is to naturally hedge by keeping funds in donor currency until the last possible moment.

Restricted funds — comprising restricted private donations rather than grants — showed a reduction
this year following a concerted effort to apply restricted donations to projects as fast as possible.

The weakened unrestricted reserves position referred to previously covers operating costs for 6
months - required by our reserves policy. Given the current economic conditions and foreign
exchange volatility the Board have agreed that they will maintain reserves at this level and no
reserve spending will be made in the year ahead.

Mercy Corps Scotland is able to operate with extremely lean operational costs due to the
extraordinary commitment and willingness of staff, both in Edinburgh and the field, to work long hours
and to manage the stresses and pressures associated with this. We are very grateful to all our
supporters and volunteers for their continued efforts, without which we would be unable to carry out
our work. We pride ourselves that 98% of our charitable expenditure, as defined by the charities
SoRP, is programme related.
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Our Structure, Governance and Management

As set out above, Mercy Corps Scotland (MCS) is part of the international Mercy Corps network and
is a separate registered charity (registration SC030289) constituted as a company limited by
guarantee (registration number SC208829). The objects (defined on page 5 of this report) and
powers are set out in our Memorandum and Articles of Association, and our relationship with Mercy
Corps (MC) governed by a Memorandum of Understanding.

The Directors of MCS are the statutory Charity Trustees, collectively known as the Board. The Board,
by which MCS is governed, comprises of a minimum of 6 and a maximum of 20 directors. The Board
meets twice a year and the members are listed on page 16.

Directors serve an initial term of 1-3 years. One third of directors retire each year but may be
re-elected for further terms of office. Director appointments are made based on the skills and
experience required by MCS to determine the strategic direction of the charity and to monitor its
implementation. New directors are appointed following the recommendation of existing Board
members and senior staff.

The selection process includes organisational briefings, office visits and attendance at a Board
meeting or event. On appointment, new directors are given an induction by each of the departmental
directors - the Senior Management Team ( SMT) - who cover the functional operational aspects of
the organisation. All directors are given the opportunity to visit field offices and attend US Board
meetings. In addition, appropriate training opportunities are offered throughout the year.

The roles and responsibilities of the Board are published in the Governance Handbook which is
updated annually. Whilst the Board is responsible for everything MCS does, to ensure that it is
managed efficiently the Directors established an authority matrix which details the delegation limits
applicable for these operational and financial activities. The matrix reviewed annually and the
appropriate changes made if required. Certain activities are not delegated, including the
establishment of a reserves policy, strategic planning and changes to staffing levels.

In addition to the Board there are two sub-committees, the Executive Committee and the Audit and
Risk Committee, which have specific terms of reference and functions. Each of these has a Chair
appointed by the Board and provides reports to the Directors. The Audit and Risk Committee is
attended by the Director of Finance and the Executive Committee by the Senior Management Team.

A review of the Board governance and committee structure has been completed and the findings
were approved by the Board in 2009. The roles and responsibilities, membership and skill sets of the
Board and committees were clarified, with increased authority and responsibility given to the
Executive Committee. The revisions have been incorporated into the Governance Handbook.
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Our Directors and their Statutory Responsibilities

Law applicable to incorporated charities in Scotland requires the directors to prepare an annual
report and financial statements for each financial year in accordance with applicable law and
regulations. Under the Law the directors have elected to prepare the financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law). Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the charity and of the surplus or deficit for the period. In preparing these statements, the directors
are required to:

o select suitable accounting policies and apply them consistently;

o make judgements and estimates that are reasonable and prudent;

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

o prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the charity will continue in business.

The Directors confirm that they have complied with the above requirements in preparing the financial
statements in this report.

The Directors are responsible for keeping adequate accounting records that disclose with reasonable
accuracy at any time the financial position of the charity and enable them to ensure that the financial
statements comply with the Companies Act 2006, the Statement of Recommended Practice
‘Accounting and Reporting by Charities 2005’, other current statutory requirements and the governing
document. They are also responsible for safeguarding the assets of the charity, and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

To the Directors’ knowledge there is no relevant audit information of which the charity’s auditors are
unaware and the Directors have taken all steps and actions, as is their duty, to ensure they are
aware of any such audit information and to establish that the auditors are aware of that information.

The Directors are also responsible for the maintenance and integrity of the charity and financial

information included on the charity’s website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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Risk Management

Mercy Corps Scotland’s system of internal control is the overall responsibility of the Board. This
System of control provides reasonable, but not absolute, assurance against inappropriate or
ineffective use of resources, or against the risk of errors or fraud. These risks are further heightened,
given the varied and often challenging, nature of communications, institutional, and financial
infrastructure in some parts of the world where Mercy Corps Scotland operates. There is a clear
delegation of authority, reviewed annually, from the Board through the Executive Director and Senior
Management Team to the rest of the organisation.

Following the overhaul of the Risk Register in 2008-2009 the original Audit Committee remit has
been extended to cover all risk management matters, and the committee renamed the Audit and Risk
Committee. The Risk Register is now reviewed in detail at each Audit and Risk Committee meeting.

In addition to the formal risk management process a monthly, county focused, operational risk
management briefing is given to the Executive Director by the Director of Programmes and Finance.
Project implementation risks - security, human resources, financial and donor related matters are
discussed on a country basis and the results summarised into a ‘Significant Issues Report’. Issues
are tracked and the report is included, for background information, in the papers which go to the
Audit and Risk Committee.

The remit of the internal audit function covers audits across all country operations and activities. The
audits undertaken are prioritised using a risk-based approach and cover all the major risk areas.
During the past year nine internal audits were carried out. The results and follow up actions were
monitored by the Audit and Risk Committee working in tandem with the Mercy Corps US Audit
Committee. The internal audit methodology continues to be refined to ensure that audit energy is
focused on key risk areas. Each engagement utilises the risk-based approach in auditing and audit
tests are tailored to fit. In addition preliminary surveys are now conducted months prior to the start of
field work and inputs by senior management are obtained to understand those unique environments
and challenges and incorporate those in the audit planning process. Understanding those challenges
provides insights as to the key risk areas of the country operation and how those risks are ade-
quately managed and ensure that the audits are effective as possible.
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Auditors’ Report —
Company Name Mercy Corps Scotland
Company Number SC208829

Independent Auditors’ Report to the Trustees and Members of Mercy Corps Scotland

We have audited the financial statements of Mercy Corps Scotland for the year ended 30 June 2010
which comprise the Statement of Financial Activities, the Balance Sheet, the Cash Flow Statement
and the related notes. The financial statements have been prepared under the accounting policies
set out therein.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the company’s members those matters we are required to state to them in an auditor’s report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of trustees and auditors

The trustees’ (who are also the directors of the company for the purposes of company law)
responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) and for being satisfied that the financial statements give a true and fair view are
set out in the Statement of Trustees’ Responsibilities.

We have been appointed auditors under section 44(1)(c) of the Charities and Trustee Investment
(Scotland) Act 2005 and under the Companies Act 2006 and report to you in accordance with those
Acts.

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

We report to you our opinion as to whether the financial statements give a true and fair view, have
been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
and have been prepared in accordance with the Companies Act 2006, the Charities and Trustee
Investment (Scotland) Act 2005 and Regulation 8 of the Charities Accounts (Scotland) Regulations
2006. We also report to you whether, in our opinion, the information given in the Trustees’ Annual
Report is consistent with those financial statements.

We also report to you if, in our opinion, the charity has not kept adequate and proper accounting
records, if the charity’s financial statements are not in agreement with these accounting records, if we
have not received all the information and explanations we require for our audit, or if certain disclo-
sures of trustees’ remuneration specified by law are not made.

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 charity’s circumstances,
consistently applied and adequately disclosed.
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Financial Statements

Statement of Financial Activities and Income and Expenditure Account for the year ending 30 June
2010

Notes Unrestricted Restricted Total Total
Funds Funds 2010 2009
£ £ £ £

INCOMING RESOURCES
Incoming resources from generated funds

Voluntary income 2 163,641 (27,901) 135,740 375,432
Investment income 13,207 - 13,207 73,922

Incoming resources from charitable activi-
ties
Civil Society, Capacity Building and

- 3 383,870 6,170,552 6,554,422 9,881,405
Conflict Management
Economic Development 3 395,921 6,491,000 6,886,921 6,173,342
Public Health, Water and Environment 3 361,375 5,465,512 5,826,887 2,900,626
Disaster Management 3 229,021 3,251,052 3,480,073 2,063,673
Total incoming resources 1,547,035 21,350,215 22,897,250 21,468,400

RESOURCES EXPENDED

Costs of generating voluntary in- 144,423 115,100 259,523 160,855
come

Resources expended on charitable activi-
ties

Civil Society, Capacity Building and

Conflict Management 5 308,989 6,177,460 6,486,449 10,008,754
Economic Development 5 324,671 6,491,000 6,815,671 6,137,213
Public Health, Water and Environment 5 273,379 5,465,512 5,738,801 2,877,959
Disaster Management 5 162,614 3,251,052 3,413,666 2,021,423
Governance 6 55,901 - 55,901 49,969
Other outgoing resources

Loss on exchange 13 1,210,135 - 1,210,135 185,179
Refund of interest 52,167 - 52,167 -
Total resources expended 2,532,279 21,500,124 24,032,403 21,441,352
Net (outgoing) / incoming resources 7

before transfers (985,244) (149,909) (1,135,153) 27,048
gg(')aénces brought forward at 1 July 1,754,936 841,421 2,596,357 2,569,309
Balances carried forward at 30 June 2010 769,692 691,512 1,461,204 2,596,357

The charity has no recognised gains and losses other than the results for the year as set out above.
All of the activities of the charity are classed as continuing. The notes on pages 32 to 47 form part of
these financial statements.
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Cash Flow Statement for the year ended 30 June 2010

2010 2009

Note £ £
Net Cash inflow from operating activities 20 675,467 1,712,460
Returns on Investments and Servicing of Finance
Interest (paid) / received (38,960) 73,922
Net cash inflow from returns on investments and servicing
of finance (38,960) 73,922
Capital Expenditure and Financial Investment
Payments to acquire tangible fixed assets (48,106) (13,213)
Net cash outflow from capital expenditure (48,106) (13,213)
Increase in Cash 21 588,401 1,773,169
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Notes to the Financial Statements
1. Accounting Policies

Basis of accounting

The financial statements have been prepared under the historical cost convention, and in accordance
with applicable accounting standards in the United Kingdom, the Companies Act 2006, the Charities
and Trustees Investment (Scotland) Act 2005, Regulation 8 of the Charities Accounts (Scotland)
Regulations 2006 and the Statement of Recommended Practice — Accounting and Reporting by
Charities 2005 (SoRP).

Fund accounting

The General Fund is an unrestricted fund which is available for use, at the discretion of the Directors,
in furtherance of the general objectives of the charity and which has not been designated for other
purposes.

Designated Funds comprise unrestricted funds that have been put aside at the discretion of the
Directors for particular purposes. At the year end they comprised:

¢ Fixed Asset Fund which is adjusted each year to represent the closing net book value of fixed
assets.

o Dilapidations fund to cover future dilapidation costs of our new Edinburgh office, which will be
increased gradually over the next five years to the amount required, as estimated by the
Directors.

e Foreign Exchange Fund established to cover exchange rate losses, to which all foreign
exchange gains are credited, and all foreign exchange losses charged, at the end of each
financial year.

Restricted Funds are funds to be used in accordance with specific restrictions imposed by donors.

Incoming resources
Income is shown within four main categories in the Statement of Financial Activities: Voluntary
income, Investment income, Incoming resources from charitable activities and Gains on exchange.

Restricted income
Restricted income relates to funds received from sources, which are subject to specific conditions
imposed by the donor and binding on the company.

Revenue donations

The charity receives donations in cash, which are recognised in the income and expenditure account
and the statement of activities. Donations in kind are recognised at valuation, as agreed between the
donors and the directors of Mercy Corps Scotland.

Incoming resources from charitable activities

This comprises grants and contracts. Many projects are funded on the basis of claims made for
actual expenditure incurred and are subject to post-project operational and financial reports. There
remains the probability that certain expenditure may be disallowed and all income may not be spent.

In such circumstances advance receipts are credited to deferred income until matched against actual
expenditure. The donors have the right to repayment of disallowed expenditure and/or unused funds.
Consequently such income remains deferred until used or repaid, rather than being treated as
unspent funds.

Interest receivable

Interest receivable is recognised in the statement of financial activities and income and expenditure
account in the period in which it is receivable.
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Analysis of expenditure

Wherever possible, expenses are attributed to the cost of generating voluntary income, governance
or to the charitable activities directly. Where this is not possible, they are apportioned among the
functions to which they relate on the basis of time allocation.

Pensions

The company operates a defined contribution pension scheme, the assets of which are held
separately from those of the company. Contributions are charged to the statement of financial activi-
ties and income and expenditure account in the period in which they are incurred.

Leasing and hire purchase agreements

Assets held under finance leases and hire purchase contracts are capitalised in the balance sheet
and are depreciated over their estimated useful lives. The interest element of the rental obligations is
charged to the income and expenditure account over the period of the lease.

Rentals applicable to operating leases, where substantially all of the benefits and risks of ownership
remain with the lessor, are charged against the statement of financial activities and income and
expenditure account as incurred.

Fixed assets

Fixed assets purchased directly by Mercy Corps Scotland with a cost exceeding £2,500 are included
at cost. Donated fixed assets are included at fair market value having regard to the age and condition
of the assets concerned.

All assets financed by donor funding for specific projects are written off at the time of purchase
through the statement of financial activities because in the majority of cases the projects are of
limited duration and at the end of which the assets can be donated to the ongoing project. Therefore,
such assets have not been incorporated in the balance sheet.

Depreciation
Depreciation is calculated to write off the cost of tangible fixed assets over their estimated useful
lives. The rates used are as follows:

Equipment 25% straight line
Motor Vehicles 25% straight line
Computers 33% straight line

Overseas Operations/Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling
at the balance sheet date with all foreign currencies transactions for the year being translated at the
official EC monthly rate. The exchange difference resulting from the restatement of the opening
reserves denominated in foreign currencies, as at 30 June 2010, has been taken to the appropriate
reserves.

All transfers between foreign currency bank accounts are reflected in the financial statements at the
average monthly rates applicable. Exchange gains or losses are taken to the income and
expenditure account and the statement of financial activities.

Value Added Tax

The company is not registered for VAT. Accordingly all expenditure is stated inclusive of VAT where
applicable.
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2. Voluntary income

MMercyCorps

Unrestricted Restricted
2010 2009 2010 2009
£ £ £ £
Donations in cash 163,641 294,673 824,707 546,949
Transferred to Projects in ) 3 (852,608) (466,190)
the year
Net Donations Received 163,641 294,673 (27,901) 80,759

Appeal and gift income is held in the appropriate fund until it can be spent for the purpose for which it
was given. The transfers to projects this year included funds received in prior years resulting in net

restricted income of £(27,901).
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3. Incoming resources from charitable activities

2010 2009
£ £
European EuropeAid 5,141,591 4,216,653
Commission
ECHO 5,107,705 2,677,634
10,249,296 6,894,287
United Nations CHF - 391,001
UNDP 1,367,953 2,531,300
UNFAO 6,198 -
UNHCR 332,264 257,972
UNICEF 310,861 429,756
UNOPS 354,290 -
WORLD BANK 1,827 -
2,373,393 3,610,029
UK Government  British Council 12,897 -
DFID 4,221,286 4,296,380
FCO 259,621 183,178
Scottish Government 166,993 4,562
4,660,797 4,484,120
Non-UK Australian Agency for International Develop- -879 83.411
Government ment
Bosnia — Local Government - 52
Faroe Islands, Ministry of Foreign Affairs 36,713 125,725
French Embassy 811,231 14,001
German Government 304,863
Irish Aid (DCI) 378,985 310,434
Jersey Government 184,814 103,602
rl:lf_}\:]thealand Agency for International Develop- 495,887 874.824
Royal Netherlands Embassy 306,691 2,538,382
Royal Norwegian Embassy 25,252 195,855
(SSV:ISC;\I)Sh International Development Agency 387,490 344,887
Swiss Agency for Development 55,863 127,935
Swiss Development Corporation 1,022,686 422,315
4,009,595 5,141,423
Other AREU -190 46,362
Argidi - 2,515
Carbon Clear 33,505 16,209
Christian Aid 1,447 20,880
COFRA - 45,770
Haskon - 23,658
Oxfam 63,183 87,937
Palya - 58,053
Private 1,064,957 556,500
ROTA 47,202 496
Save the Children 48,161 -
Suez 127,436 556
SurfAid International 42,719 -
The Carbon Neutral Company 2,835 30,251
Waterloo Foundation 23,967 -
1,455,222 889,187
Total 22,748,303 21,019,046
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Incoming resources from charitable activities — Continued

The following restricted funds were released to match project expenditure in the year. All the
amounts detailed below relate to aid agreements with the following funding bodies for projects to be
carried out in the countries listed.

Country Donor 2010 £ 2009 £
Afghanistan DFID 1,508,799 2,947,739
ECHO - 1,121,881

EuropeAid 549,003 -

Jersey Government - 42,343

Private -190 46,362

2,057,612 4,158,325

Bosnia Bosnian Government - 52
The Carbon Neutral Company - 30,251

EuropeAid 205,080 342,176

Royal Netherlands Embassy 19,713 2,328,394

Private 62,355 7,492

287,148 2,708,365

Central African Repub-

lic EuropeAid 868,143 193,259
Jersey Government 40,052 -

908,195 193,259

China EuropeAid - 121,810
Private - 14,345

- 136,155

Colombia EuropeAid 256,258 200,980
ECHO (1,042) -

DCI 151,318 112,818

406,534 313,798

ggnmgocfratic Republic of ECHO 729,379 77,818
Carbon Clear 33,505 16,209

Private 2,451 563

Scottish Government 85,498 4,562

850,833 99,152

Ethopia Private (275) 8,028
Save the Children 48,161 -

DFID 139,021 80,656

FCO 16,434 -

203,341 88,684
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East Timor

Georgia

Guatemala

Haiti

Honduras

Indonesia

India

Jordan

DFID
Private

EuropeAid

EuropeAid

Swiss Development Corporation

Irish Aid
DFID
EuropeAid

Private

Private

Scottish Government

DFID

Jersey Government

EuropeAid

ECHO

SurfAid

DFID

Haskon

Palyja

New Zealand Government
Private

Jersey Government
Suez

French Government

Faroe Island Government

Private

Private
EuropeAid
Dutch Embassy

-397
158,672
158,275

32,381

431,343
463,724

121,481
399,156
105,849
626,486

288,864
74,141
363,005

104,137

104,137

904
224,256
42,719
339,676

140,667
49,423
1,123
127,436
29,810

36,713
992,727

18,240

201
168,353
185,482
354,126

MMercyCorps

62,063
1,829

63,892

214,829

239,109
453,938

61,994
55,126
298,433

415,553

72
24,903
24,975

408,923

23,658
58,053
168,089
228,669
24,254
556

125,725
1,037,927

12,840

68,043
36,777
104,820
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Kosovo DCI 106,186 135,622
UNHCR 332,264 257,972
EuropeAid 157,884
596,334 393,594
Kyrgyzstan 1,426 -
Lebanon DFID - -
ECHO 521,188 854,999
EuropeAid - 63,786
FCO 188,101 32,262
German Government 304,862
Private 61,864 10,508
1,076,015 961,555
Liberia Private 73 93
Jersey Government 44,855 -
Waterloo Foundation 23,967 -
EuropeAid 455,256 191,421
524,151 191,514
Mongolia FCO 44,460 31,748
Private 185,666 129,585
Swiss Development Corporation 591,343 183,206
821,469 344,539
Myanmar ECHO 850,515 145,355
DFID 576,341 -
UNOPS 354,290 -
Private 81,001 17,329
1,862,147 162,684
Nepal ECHO 177,438 181,278
Private 93,133 50,639
ROTA 47,202 496
317,773 232,413
Niger ECHO - -
Private - 2,515
UNDP - -2,138
- 377

38




MMercyCorps

West Bank Gaza ECHO 2,094,804 1,217,204
EuropeAid 253,628 45,974
Jersey Government 26,406 7,045
COFRA - 45,770
DFID/FCO 889,038 225,319
FCO - 119,168
Private 33,069 10,228
3,296,945 1,670,708
Pakistan DFID 443,204 -
EuropeAid 69,081 264,868
Private 44,433 36,256
UNICEF - -37
556,718 301,087
Scotland DFID 98,989 64,265
British Council 12,897 -
111,886 64,265
Somalia EuropeAid - -4,428
French Government 781,421 14,001
781,421 9,573
Sri Lanka Australian Government -879 -
Scottish Government 7,354 -
6,475 -
Sudan EuropeAid 620,390 307,121
Private 1,851 13,881
Christian Aid 1,447 20,880
Challenge Fund - 391,001
Jersey Government 28,305 5,057
UNDP 1,367,953 2,533,438
UNFAO 6,198
UNICEF -15,473 -6,049
2,010,671 3,265,329
Syria Private - 18,025
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Tajikistan SIDA 245,992 233,118
Private 36,196 15,765

EuropeAid 3,098

282,188 251,981

Zimbabwe ECHO 485,728 -
Royal Norwegian Embassy 25,252 -

EuropeAid 784,740 575,458

Scottish Government - -

UNICEF 326,334 435,842
SIDA 141,498 111,769
Jersey Government 42,647 -
World Bank 1,827 -
Oxfam 63,183 87,937
NORAD - 195,855
New Zealand Aid 355,220 706,735
Australian Government - 83,411
Royal Netherland Embassy 101,496 173,211
Private 3,308 -19,575
Swiss Agency for Development 55,863 127,935
DFID 321,205 861,140
2,708,301 3,339,718

Total 22,748,303 21,019,046
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4. Employee staff numbers and costs

2010 2009

The average monthly number of staff employed by the charity
was: 53 51

The above figures do not include staff seconded to the charity from Mercy Corps.

2010 2009
£ £
Wages and salaries:

Employed by the charity 1,745,901 1,597,571
(Less seconded to Mercy Corps) (607,049) (575,262)
Field staff seconded from Mercy Corps 3,929,343 3,363,032
5,068,195 4,385,341

Social security
Employed by the charity 107.508 95197
(Less seconded to Mercy Corps) (19,437) (13,302)
Field staff seconded from Mercy Corps 1511 474 1.242 339
1,599,545 1,324,234

Pension costs
Employed by the charity 73.038 62.725
(Less seconded to Mercy Corps) (24,634) (21,854)
Field staff seconded from Mercy Corps R }
48,404 40,871
6,716,144 5,750,446

Two employees (2009: None) received remuneration in excess of £60,000, both falling in the band
between £60,000 and £70,000. Retirement benefits accrue to both employees in this band under
defined contribution schemes. Contributions made by the company on their behalf to secure benefits
totalled £7,829.

All pension costs relate to the company's two defined contribution schemes, one of which is closed to
new members. June 2010 contributions of £6,278 (2009: £5,330) were outstanding at the year end
and settled by the July due date.

None of the UK members of the Board of Directors received any remuneration. Expenditure of
£3,137 (2009: £1,551) relating to 11 Directors was made during the year, either by the
reimbursement of business expenses or payments to suppliers.

The Charity has third party indemnity insurance on behalf of the Directors.
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5. Support costs allocation
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Executive Finance Pro- Fundraising 2010 2009
grammes £ £
Civil Society, Capacity
Building and Conflict 46,627 99,680 121,878 40,804 308,989 463,026
Management
Economic Development 48,993 104,739 128,064 42,875 324,671 288,227
Public Health, Water and 41,253 88,192 107,832 36,102 273,379 135,161
Environment
Disaster Management 24,539 52,459 64,142 21,474 162,614 94,933
161,412 345,070 421,916 141,255 1,069,653 981,347
Unrestricted Funds 161,412 345,070 421,916 141,255 1,069,653 981,347

Cost allocation includes an element of judgement and the charity has to bear in mind the cost benefit

of detailed calculations.

IT, Office Administration and Human Resource costs are allocated to the departments shown above
on the basis of staff numbers. Fundraising costs are then split into those costs attributable to key
charitable activities and those attributable to general fundraising activities.

Costs are allocated to Governance on the basis of time spent by Management. Once Governance
costs are removed the remaining departmental costs are allocated across charitable activities in pro-

portion to the direct spend in those areas.

6. Governance costs

External Audit

Trustees’ indemnity insurance
Trustees’ expenses

Board costs

Apportionment of Senior Staff costs (based on time spent)

2010 2009
£ £
14,375 15,275
1,526 1,055
3,137 1,551
6,436 4,175
30,427 27,913
55,901 49,969

7. Net incoming (outgoing) resources for the year is stated after charging

Depreciation
Operating lease rentals — land and buildings

Operating lease rentals - other
Auditors remuneration — in respect of the audit
Auditors remuneration — in respect of non-audit services

2010 2009
£ £
12,560 4,818
71,883 48,036
3,039 4,866
14,375 15,275
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8. Tangible Fixed Assets

Motor
Computers Equipment Vehicles Total
£ £ £ £
Cost
At 1 July 2009 78,889 9,547 17,121 105,557
Additions 48,106 - - 48,106
Disposals (2,762) (260) (17,121) (20,143)
At 30 June 2010 124,233 9,287 - 133,520
Depreciation
At 1 July 2009 59,971 9,547 17,121 86,639
Charge 12,560 - - 12,560
Disposals (2,762) (260) (17,121) (20,143)
At 30 June 2010 69,769 9,287 - 79,056
Net Book Value at 30 June
2010 54,464 - - 54,464
Net Book Value at 30 June 2009 18,918 - - 18,918
9. Debtors
2010 2009
£ £
Income tax recoverable 1,896 5,658
Other debtors 5,413 739
Prepayments 72,300 47,306
Accrued project income 2,567,625 1,941,128
Mercy Corps Intercompany Balance - 566,218
2,647,234 2,561,049

Accrued project income relates to funds due from donors for projects in which expenses have
already been paid by Mercy Corps Scotland as at 30 June 2010.
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10. Cash at Bank and in Hand

2010 2009
£ £
Bank accounts 8,096,159 7,508,657
Cash in hand 1,337 438
8,097,496 7,509,095

11. Creditors: amounts falling due within one year
2010 2009
£ £
Deferred income 7,407,309 7,278,364
Mercy Corps Intercompany balance 1,707,666 -
Accruals 24,429 21,400
Inland Revenue 31,309 28,671
Other creditors 167,277 164,270
9,337,990 7,492,705

Deferred income above relates to project income received in advance, or the balance of income held
for projects, which are still to be completed.

£
At 1 July 2009 7,278,364
Transfer from accrued project income (1,941,128)
Currency (92,295)
Grant funds received in year 20,629,963
Grant funds spent during year (21,035,220)
Transfer to accrued project income 2,567,625
At 30 June 2010 7,407,309
12. Operating lease commitments
The company has annual commitments under non-cancellable operating leases expiring as follows:
Land and
Buildings Other 2010 2009
£ £ £ £
Between 1 and 2 years - - - -
Between 2 and 5 years - 3,072 3,072 3,072
Over 5 years 72,850 - 72,850 72,850
72,850 3,072 75,922 75,922
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13. Unrestricted funds

Balance at Incoming Resources Transfers Balance at 30
1 July resources expended (Out) / In June 2010
2009 £ £ £
£
General
Funds
Unrestricted 1,122,953 1,547,035 1,322,144 (650,616) 697,228
Reserve
Designated
Funds
Fixed Assets 18,918 - - 35,546 54,464
Dilapidations 6,000 - - 12,000 18,000
Foreign Ex- 607,065 . 1,210,135 603,070 .
change
631,983 - 1,210,135 650,616 72,464
1,754,936 1,547,035 2,532,279 - 769,692

The Directors have reviewed unrestricted funds and their potential use and are mindful of future calls
on the funds which they now specifically designate as above.

14. Restricted Funds

Balance at 1 Incoming Resources Balance at 30

July 2009 resources expended June 2010

£ £ £ £

Grants - 20,525,508 (20,525,508) -
Donations 841,421 824,707 (974,616) 691,512
841,421 21,350,215 21,500,124 691,512

Restricted funds are country or project specific and allocated to projects as expenditure is incurred.

15. Analysis of Net Assets between Restricted and Unrestricted Funds

Unrestricted Restricted Total Total

Funds Funds 2010 2009

£ £ £ £

Tangible fixed assets 54,464 54,464 18,918
Other net assets 715,228 691,512 1,406,740 2,577,439
769,692 691,512 1,461,204 2,596,357
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16. Related party transactions

Mercy Corps is a company registered in the United States of America. The registered office is 45 SW
Ankeny Street, Portland Oregon 97204.

Mercy Corps Scotland and Mercy Corps work closely together. In some instances both organisations
will pool administrative and technical resources for the benefit of their respective projects. In such
cases a re-charge of the actual costs incurred will be made between Mercy Corps Scotland and
Mercy Corps. During the year the following transactions arose:

Mercy Corps:

° Grant from Mercy Corps to Mercy Corps Scotland: £4,576; (2009: £37,133)

. Grant from Mercy Corps Scotland to Mercy Corps: £nil; (2009: £174,327)

. Net expenditure on behalf of Mercy Corps by Mercy Corps Scotland: £636,647 (2009:
£622,003)

. At the year-end the related party debtors / (creditors) were £(1,707,666) (2009: £566,218)
Apart from reimbursement of expenses there were no related party transactions with, or remunera-
tion to, the following directors of Mercy Corps Scotland, who were also directors of Mercy Corps dur-
ing the year.

Jock Encombe Chairman of Mercy Corps Scotland

Neal Keny-Guyer  Chief Executive Officer of Mercy Corps
Nancy Lindborg President of Mercy Corps

17. Pensions

The company operates a defined contribution pension scheme on behalf of its staff. The fund is held
separately from the company.

18. Contingencies

The directors confirm that there were no contingent liabilities which should be disclosed at 30 June
2010.

19. Capital Commitments
The directors confirm that there were no capital commitments at 30 June 2010.

20. Reconciliation of Operating Surplus to Net Cash Inflow from Operating Activities

2010 2009

£ £

Operating (deficit) / surplus (1,135 153) 27,048
Income from investments - net of interest refund 38,960 (73,922)
Depreciation 12,560 4,818
(Increase) / Decrease in Debtors (86,185) 563,674
Increase in Creditors 1,845 285 1,190,842
Net cash inflow /(outflow) from operating activities 675,467 1,712,460
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21. Reconciliation of net cash flow movement to movement in Net Funds

Increase in cash held in the period

Net funds at 1 July

Net funds at 30 June

22. UNHCR - Schedule to Financial Statements

WMercyCorps

Projects implemented on behalf of UNHCR during the period from 1 July 2009 to 30 June 2010.

Cost
Country Centre
Kosovo 684
Kosovo 767
Kosovo 768
Kosovo 769

Sub-project
number

09/AB/SRB/LS/471
10/KOS ABC/061
10/KOS ABC/063
10/KOS ABC/064

Instal-
ments
Received
£

246,179
8,452
44,160
32,002

23. DFID — Schedule to Financial Statements

2010 2009

£ £

588,401 1,773,169

7,509,095 5,735,926

8,097,496 7,509,095

Unspent

Recover- balance

Direct able Over- due
Project head (from) / to
Expenditure charges UNHCR
£ £ £
243,921 2,258 -
10,565 740 (2,853)
42,689 2,988 (1,517)
27,199 1,904 2,899

Projects implemented on behalf of DFID during period from 1 July 2009 to 30 June 2010. We certify
that each of the DFID grants below were expended in accordance with the terms agreed with DFID.

Country

Afghanistan
Afghanistan
Ethiopia
Honduras
Indonesia
Indonesia
Myanmar
Pakistan
UK

West Bank &
Gaza

West Bank &
Gaza
Zimbabwe

Zimbabwe

Cost Centre

795
661
653
721
781
735
729
726
647
702
703

731
662

Reference

201023-101
AG5195
CSCF 0449
CSCF 0475
201571
201190-105
200907-105
114133-110
DAF 08/09/062
AG 5298
CHASE

ZWPRP200933
ZWPRP200917

Instalments re-
ceived
£

830,305
106,874
110,971
100,000
368,445
579,694
354,879

89,392

620,087

8,343
358,071

Expended during
the financial year

£
115,003

1,393,796
139,021
104,137

29,311
310,365
576,341
443,204

98,989
690,259

52
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Mercy Corps Scotland

Registered Office
40 Sciennes
Edinburgh

EH9 1NJ

Tel: +44 (0)131 662 5160
Fax: +44 (0)131 662 6648

Email: info@uk.mercycorps.org
website: www.mercycorps.org.uk

Mercy Corps Scotland is a registered charity no: SC030289
Company registered in Scotland no: 208829
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