&
X

The Prince’s Scottish Youth Business Trust
President HRH The Prince Charles, Duke of Rothesay

reflecting

on 15 years of PSYBT

PSYBT Annual Report 2004



etz
Tod<z

SHi=




Review

Accounts







CLARENCE HOUSE

First of all I am delighted that my Scottish Youth Business Trust is celebrating its fifteenth birthday. Secondly,
this report reflects on an investment of over £23million in 7,800 young people who have started up a business
in Scotland with the help of PSYBT. The most encouraging factor is that whilst the number of individuals aged
between eighteen and twenty-five years old is declining, there is an increasing demand for support. Yet again,
PSYBT’s performance has improved significantly on previous years.

The key to running any business is to find a niche where no-one else is operating in a similar way. I am in no
doubt that my Scottish Youth Business Trust provides an invaluable and unique package of support as the
lender of last resort. I am indebted to all the volunteers whose commitment in time and energy makes such a
fundamental impact on so many young people’s lives.

The financial stability of PSYBT is underpinned by the strength of the Revolving Loan Fund. The repayments
of previous recipients fund over three quarters of new business start-up awards year on year. This is a great
accolade to all those young people who started out on the route to self-employment with nothing more than a
bright idea and enormous determination to succeed.

Last year, 200 young people with considerable challenges in their lives were allocated a grant of up to £1000
to ease the burden of potential debt in the crucial early stages of trading. The Market Test Grant of up to £250
has also had a very real impact by providing a small, but vital amount of money to test the potential of the
business idea in the marketplace. This, combined with the wide range of training opportunities, has provided
even greater depth to the support available from my Trust.

Scotland has a most supportive enterprise network and I am particularly grateful to Scottish Enterprise for the
significant support that they provide for my Scottish Youth Business Trust. The integration of the PSYBT
Regional Managers with the Business Gateway is unique.

The Growth Fund has gone from strength to strength, with an investment of over £475,000 in thirty-seven
businesses since its launch two years ago. This sum has, in turn, provided leverage for another £ million and
has created eighty-seven new jobs. This is essential, unsecured loan-funding awarded only to businesses who
cannot secure the necessary growth-funding elsewhere. This perpetuates the ethos of PSYBT as a lender of
last resort.

I could not be more grateful to those who provide the financial support that has ensured that the Trust can
operate in Scotland to the maximum benefit of so many imaginative and determined young people.

—_—
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Trainer and
Enterprise Worker

Aftercare Adviser

Interview

Alex Smith

PSYBT and I go way back, right to the beginning,
when the charity was launched. I have always worked
in the world of enterprise, first as a careers adviser for
Strathclyde Regional Council, before moving onto Shell
LiveWire, as director for Scotland and setting up a
regional enterprise trust. During this time and across
these initiatives, a lot of my clients were young people
trying to set up their own business. I would refer them

to the relevant PSYBT manager.

I served on my first PSYBT panel in 1990 and have
acted as a volunteer aftercare adviser for 14 years. During
this time, I have worked with over 50 young business
people, from joiners to window cleaners and paintball
companies to web designers. The variety is so diverse
and this is what I really enjoy. I became self-employed
myself over 9 years ago and now act as a trainer to

individuals and businesses, across several sectors.

The PSYBT clients are all individuals and require
different advice and support. My role is not to act as
a specialist in one particular subject but rather to meet
with them in a place and at a time convenient to both
parties and talk about everything and anything. My
favourite saying is a line from a Bob Dylan song, “I
was so much younger then and I'm older than that
now” — which makes sense to me. I dont know it all
but I have been around for a while and have seen a lot
of things, so I am able to answer most questions thrown
at me and if I haven’t a clue then I will find the ‘man
who can’. Over the years, you build up a good strong
network of clients, all of whom I use to help a PSYBT

client if required.

www.psybt.org.uk

I also work in a non directive approach, asking the
clients “What do you think?” as I believe most of us
know the answer to our questions, but we don’t have
the confidence to believe that this is the right way
forward. Letting people talk will usually result in them

talking themselves into a solution or out of a depression!

Seeing people doing things differently is great as there
really is no standard template in business and
entrepreneurs come from every sector, building on their

passion to do things their way.

I suspect that I get more from my aftercare clients than
they get from me. It is so refreshing to meet young
people in Scotland who are energised and inspired
about being in business. I think we have a great future
in this country and our young people are exceptionally
talented. PSYBT has helped to harness this talent and

provide an excellent service across Scotland.

PSYBT Annual Report 2004
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It is extremely rewarding to see so many other
creative young clients, from artists to
musicians, being helped through the charity.

Carol Laula




Acoustic Musician
and Singer

Panel Member

Interview

Carol Laula

Opver 15 years ago, I was a musician claiming benefits and
trying to make a name for myself - a few years later I was
touring the world, performing in world class venues and
had produced my first single. PSYBT were the ones who
helped me to make that transition, and awarded me a grant

and funding to turn my talents into a viable business.

I am a panel member for PSYBT and recently I have
become an aftercare adviser as well. It is proving to be a
wonderful experience — although sometimes quite daunting
as I know how each person feels when they come up against
a PSYBT panel, or if you're due a visit from your aftercare

adviser and your books are a mess!

As a panel member, my role, along with the others on the
panel, is to ensure that the young person standing before
us has a viable business idea and that this is evident in
their business plan and presentation before we agree to
funding. For the most part, PSYBT clients are successful
and we award them the money to take their ideas to the
next level. Of course there have been occasions when we
feel the client is not quite ready for the next step and we
will give constructive feedback, using our relative experience
to explain why we feel they should either do more research

or think a bit more carefully about their business idea.

I know how hard it is to sustain a business and turn your
skills and talent into a new business and I look for that
sustainability in the young person’s plans and ambitions

for the future.

www.psybt.org.uk

I was the first person ever to get funding for a music
business through PSYBT and I am glad that I was able to
prove that I could maintain the business without a major
record deal! It is extremely rewarding to see so many other
creative young clients, from artists to musicians, being
helped through the charity. I remember when I first set
up in business and people would ask me “What do you
do for a living?” and I would say “I'm a musician” and
they would comment “Yes, but what is your real job!” This
attitude no longer exists and it is refreshing to see real
talent put to good use and people making money from

their art, not starving for it!

PSYBT has shown that it too is a sustainable organisation
as it celebrates a major milestone with its 15th anniversary
year. Its great to know that if you are young and ambitious,
with skills and talent, regardless of your background

or profession, there is someone to help you get started

in business.

PSYBT Annual Report 2004
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Case Study 1

Paul Conway
Butcher

Paul Conway has used his trade to create one of the most
enterprising butcher shops in Scotland. The Kilsyth based
butcher set up his popular outlet two years ago and such
is the demand for his array of quality meats, that he has

since tripled both his first year turnover and staff.

Paul began his career in the meat trade at the age of
fourteen, working at the very shop he now owns. He
worked for a few years after school and during holidays,
before taking on a full apprenticeship. He eventually left

to manage other butcher shops.

“I got to the stage in my career where I wanted to run my
own shop, but thought it was impossible due to the large

capital outlay on equipment and sourcing suitable premises.”

A year or two later, Paul noticed that his local butcher’s
shop, where he had trained, had closed down. He decided
to contact the landlord which resulted in him signing a
lease agreement. Armed with the new premises, Paul
approached PSYBT for a crucial loan to allow him to buy
new equipment and stock the shop. He was not optimistic,
as other financial institutions had already turned him down
for a loan, due in part to the fact that he had quite a bit

of personal debt.

PSYBT saw his determination and drive and awarded the
ambitious butcher a loan and the help needed to get him
started. Paul now employs 10 people and offers a full range
of quality meats and some of his own in-house specialities

as well.

Region. Lanarkshire

He is currently working on perfecting his own steak pie,
which he believes will be the best in Scotland! With a first
year turnover of £260,000, triple that of his projections,
it seems his second year will be no different, with cash
projections set to double. “My success I believe is down
to cleanliness, friendliness, quality and good value for
money. My drive comes from the desire to provide a great

service to my customers and support my family.

It is encouraging to note that the average age of my
customers is around the 30 year old mark, which means
they will hopefully still be shopping with me for another
40 years!”

“This year I introduced Weight Watchers points on some
of my meats at the recommendation of a customer who
runs local classes. This has proved extremely popular with
clients and it’s that ability to work for your clients and
offer them what they want which brings them back to

the shop.

I can’t thank PSYBT enough for believing in me and
providing me with the opportunity when others were not
interested. I am lucky enough to have a great aftercare
volunteer, Sheila Devlin-Thorp, who acts as a sounding
board and offers advice for my current business dilemmas

and future business ambitions.”

e £174,100 was invested in Lanarkshire region in loans and grants from July 2003 to June 2004

e 57 young people started 51 businesses in the same period

e 62 Volunteer Aftercare Advisers/Panel Members support/assess all the young businesses

www.psybt.org.uk
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Support for PSYBT

Andy Cave, Clydesdale Bank; Natasha Marshall, Squigee
(PSYBT backed); Nick Fannin, Glasgow Manager, PSYBT

Clydesdale Bank and PSYBT
Business Start-Up Guide

A business publication aimed at young people, which ‘tells
it like it is!” was the inspiration behind a comprehensive
new Business Start-Up Guide, developed by PSYBT in
partnership with Clydesdale Bank.

The guide is aimed at those young people who have an
idea and are thinking of setting up their own business.
The publication is easy to follow and filled with loads of
advice on how to plan and research a new business, as
well as tips on juggling the demands of running one.
Also featured is a range of motivational case studies from
a number of people who have already established

successful businesses.

Each individual who approaches PSYBT for help will
receive a guide and copies have also been distributed
to schools, colleges, universities and Business Gateways

across Scotland.

Michelle Mone

MJM International Ltd

Michelle Mone is one of our most successful PSYBT
supported young entrepreneurs and the first assisted
business to be invited to serve on the PSYBT Board.
She is the co-founder of MJM International Ltd, a company
she set up with her husband in 1996 with a £5,000 loan
from PSYBT.

Her business began by importing ‘Silicone Breast
Enhancers’ from the USA for the UK and EU markets.
The ambitious entrepreneur soon began investigating her
own product range, which resulted in ‘Ultimo - the

ultimate bra’ and The Swimwear Collection.

Her designs have featured in a blockbuster movie, Erin
Brockovich, when Julia Roberts wore an Ultimo bra, and

modelled by supermodels, Rachel Hunter and Penny Lancaster.

In August 2003, Michelle was the inspiration behind a
hugely successful fashion extravaganza, which helped raise
£110,000 for local charities. This resulted in a donation
of £15,000 to PSYBT. She staged an Ultimo fashion show
and party in Scotland, which attracted over 2,000 people.
An after show party and auction raised the incredibly
impressive sum of money which was donated to help other
people; Michelle believes passionately that you have to

‘give something back’ to help others.

www.psybt.org.uk




‘helping young people in Scotland start up and continue in business’

Mark Strudwick, PSYBT; Terry Currie, Scottish Enterprise Director,
Small Business Services; Ann Scott, PSYBT. Sealing the partnership
between Scottish Enterprise Business Gateway and PSYBT

Business Gateway and PSYBT

PSYBT and Scottish Enterprise have always worked closely

to encourage and support youth enterprise in Scotland.

Scottish Enterprise recognises the vital role PSYBT plays
in the Scottish economy and both the PSYBT regional

managers and the Business Gateway advisers work together
to ensure that young people with business ambitions receive

the help they need to turn their ideas into reality.

www.scottish-enterprise.com

www.bgateway.com
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Scottish Enterprise
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www.psybt.org.uk

Deputy First Minister Jim Wallace and Bill Hughes
(Chairman, PSYBT) with PSYBT supported businesses

Visit From The Deputy First
Minister, Jim Wallace

The Deputy First Minister of Scotland, Jim Wallace, visited
the PSYBT headquarters in April 2004 to find out more
about the work of PSYBT and to meet some of Scotland’s

young business people.

Five PSYBT supported businesses were present at the visit
and they chatted to the minister, whose portfolio includes
Enterprise, about what it was like to be young and in

business in Scotland today.

It was a great opportunity for the young business people
to chat to one of Scotland’s leading politicians and an ideal
chance for the minister to witness at first hand the diverse
range of talented individuals who have been supported by
PSYBT and hear from them their business ambitions, the
challenges facing young entrepreneurs and their aspirations

for the future.

www.scotland.gov.uk

PSYBT Annual Report 2004
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Case Study 2

Elspeth Gardner
Ceramics Artist

During her post graduate MA course, award winning
ceramics artist Elspeth Gardner soon discovered that people
wanted to buy her products. With this in mind, Elspeth
began hatching plans to commercialise her skills as an artist
and set up a new business to showcase her core products
hand-painted decorative tiles for the commercial and

domestic market.

She was referred through an enterprise agency to PSYBT,
who assisted with the completion of her business plan and
awarded the funding, which went towards purchasing vital
equipment for her new studio. Thirteen years later, her
distinctive tiles adorn Scots’ kitchen walls, a Glasgow
tenement wally close, as well as being featured in a national

tile exhibition held at a local museum.

“Art school encouraged us to use galleries as an outlet for
our work, but PSYBT introduced me to trade fairs, even
helping with transportation costs to the shows, providing
a platform for young PSYBT clients in the craft industry.
It was a great way to build awareness of my new products

and meet other like-minded individuals.”

Elspeth’s tiles are customised for each client, incorporating
their personal preferences, designs and colour schemes and
are featured on a wide variety of gift websites. One such
site helped secure her first international order. A client in
the USA had seen Elspeth’s stunning tiles at a friend’s
house. They had purchased them whilst holidaying in
Scotland. The client checked the web and contacted

Elspeth requesting a commission.

Region. Glasgow

“The whole order process was completed electronically.
She sent me pictures of her kitchen and I sent her initial
drawings by email. It was such an easy transaction and
really opened my eyes to the possibility of selling my

work worldwide.”

Elspeth has recently started mentoring a young Glasgow
artist to help give something back, following all the help

she has received over the years.

“PSYBT has always kept me in mind regarding events and
trade exhibitions and recently encouraged me to enter the
Balvenie Awards for Scottish artisans, which resulted in a

commendation for my work.”

e £283,700 was invested in Glasgow region in loans and grants from July 2003 to June 2004
e 82 young people started 60 businesses in the same period

e 68 Volunteer Aftercare Advisers/Panel Members support/assess all the young businesses

www.psybt.org.uk
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PSYBT Projects

PSYBT Ambassador Fred MacAulay joins guests and delegates at the
fundraising “Hat Party”

elevitor

= PROJECT PART-FINANCED
* ** BY THE EUROPEAN UNION

*
* *
Europe and Scotland
X g X Making it work together

PSYBT Annual Report 2004

Elevator

A pilot programme running in our Glasgow region, the monthly
Elevator events have become synonymous with interactive and
inspiring networking opportunities exclusively for young people
aged 18 to 30 who are in business or want to be. Ultimately,

everyone in Scotland is affected by entrepreneurship, although
Elevator’s aim is to target young people and most importantly
— provide impetus to potential business people and encourage

development in small businesses.

Supported by PSYBT, Scottish Enterprise Glasgow and Glasgow
City Council, Elevator hosted its first meeting in June 2002.
Each event offers an interesting mix, appealing to a wide

audience from a diversity of trades and industries.

One of the most important aspects of the Elevator programme
is the opportunity for young people to network in a comfortable
environment that is not intimidating. Elevator is the platform
for their first ‘live networking’ experience and a perfect place
for young entrepreneurs to gain confidence, contacts and mix

with other like-minded individuals.



‘helping young people in Scotland start up and continue in business’

Jamie Moffat

PSYBT Growth Fund

The PSYBT Growth Fund was set up following an
in-depth survey which identified the need for further

funding to help PSYBT supported businesses expand.

It recently celebrated its second anniversary and to date,
an investment of £475,000 has funded 37 businesses and
allowed them to generate a further £960,450 of funding

to implement their growth plans.

Growth Fund applicants can apply for either the
‘Development Loan’ of £5,000, or for more significant
funding, can access the Accelerator Loan’ of between
£10,000 and £25,000. Recipients of both loans also receive

business advice and aftercare support delivered by

18 PSYBT regional managers and various volunteers
Scotland-wide, which helps get them investor ready and

assists with their growth plans.

www.psybt.org.uk

Tom Hunter

The initial crucial funding of £440,000 needed to kick
start the Growth Fund was received with generous support
from PSYBT Director Tom Hunter, Scottish Enterprise,
Highlands & Islands Enterprise, 3i, The Royal Bank of
Scotland’s Equity Finance Group, Lloyds TSB Scotland,
Bank of Scotland and Dunedin Capital Partners Limited.

More recently, The Moffat Charitable Trust, which has
been a firm supporter of PSYBT over the last five years,
has pledged £10,000 annually to the Growth Fund for
the next three years as well as generously supporting the

Revolving Loan Fund.

We will invest over half a million pounds in 44 businesses
over the next two years and, with significant donations
from the Binks Trust and European Funding, we are already
halfway to raising the required funds. We are confident
that the Growth Fund will be self-sustaining by January
2007, generating enough repayments to cover all future

recipient loans.

PSYBT Annual Report 2004
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Case Study 3
Back to the future for
spinal specialists

Highland Chiropractic

Chiropractors

Little does he know it, but Hollywood actor Ted Danson
helped shape the future of chiropractic practitioners Eugene

and Valerie Pearce.

After graduating and completing their compulsory year-
long work experience in Aberdeen, the husband and wife
team were thinking about setting up their own clinic in
London, Eugene’s home city. Just as they were preparing
to head south however, Eugene received a call asking him
to visit a secret location in Beauly to treat the back pain
of Ted Danson, who was starring in the Loch Ness film
which was being filmed in the area. During this period,
Eugene and his wife decided they loved the area so much
that they would instead set up a business in Inverness. The
assistance the pair received from PSYBT helped turn that

idea into a reality.

In 1995, at the age of just 24, Eugene and Valerie managed
to secure premises which would double as their home and
a clinic. A loan of £5000 from PSYBT enabled them to

decorate the area that would become their clinic and buy

their first treatment bench.

Shortly afterwards, the pair came first in the Highlands
and Islands Business Awards and second in the national
PSYBT/RBS Awards. The prize money was reinvested into
the business to purchase another treatment bench; this
meant Eugene and Valerie could work simultaneously and

so double the number of appointments each day.

Region. Highlands

Nine years later, the couple have grown their Inverness-
based chiropractic business into one of the most state-of-
the-art clinics in Scotland. They have expanded the clinic
by purchasing the building next door. The additional space
has been used to house a spinal rehabilitation room and
X-ray equipment. Eugene and Valerie now employ a team
of full time and freelance staff and have extended their
services to include chiropody, homeopathy and massage.
They have also opened a practice in Stornoway so that
people with acute back pain no longer have to travel to

Inverness for treatment.

Eugene and Valerie always intended to set up their own
business but the initial funding from PSYBT helped
kick-start the process. Eugene said: “The money enabled
us to set up the business immediately, whereas otherwise
it might have taken us a couple of years to save up and get
started. It was also a real vote of confidence that the panel
of business people who agreed our loan obviously believed

in our plans.”

e £142,050 was invested in Highland region in loans and grants from July 2003 to June 2004

e 22 young people started 19 businesses in the same period

e 45 \olunteer Aftercare Advisers/Panel Members support/assess all the young businesses

e Higland Opportunity Limited loans available to match PSYBT loans

www.psybt.org.uk
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Case Study 4
Sales hit the roof for
Ceiling Specialist

John McCallum Ceilings Ltd
Celling Specialists

John McCallum was brought up with a hard work ethic.
From the age of 14, he worked in an ice-cream van after
school, earning the princely sum of £2.50 for an evening’s
work. Two years later, he secured an apprenticeship with
a construction firm that specialised in supplying and
installing ceilings. However, he always had a vision of
being self-employed and so saved as much money as he
could from his modest earnings. When John reached his
target amount of £5000 at the age of 21, he set up his

own business, McCallum Ceilings Ltd.

The savings were used to buy a small van, equipment and
scaffolding — the necessary tools of the trade. Now, at the
age of 28, John has established his company, which is

based in Larbert, as a leading contractor in the supply and

installation of suspended ceilings.

Most of McCallum Ceilings’ clients are large commercial
operators, including Warner Brothers, BP and HMYV,
although he also offers the same high level of service to
small businesses and domestic customers. Through referrals
and repeat business, the company has undertaken jobs
throughout the UK, from Plymouth to Peterhead. John
now employs seven members of staff and operates a fleet

of three vans.

Region. Central

But John has never forgotten the support he has had from
PSYBT. After a year of being in business, he recalls that
his van broke down and he was successful in his bid to
PSYBT for a £4500 loan, which enabled him to get back
on the road with a newer and bigger vehicle. Since then,
he has been closely involved with the business advisers and
taken advantage of the many networking opportunities
available. “Some of the advice and contacts I've made
through PSYBT have been invaluable; I love being a
member of the PSYBT family”, says John.

John recently offered to donate the full supply and
installation of a new ceiling to any PSYBT business that
was in most need of improving their premises. The owner
of an art gallery in Tain is to be the happy recipient. “I
remember what it was like to get started and if I can help
someone else on their way, I'll feel that I've given something

back,” John explained.

e £143,550 was invested in Central region in loans and grants from July 2003 to June 2004
e 34 young people started 31 businesses in the same period
e 30 Volunteer Aftercare Advisers/Panel Members support/assess all the young businesses

www.psybt.org.uk
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PSYBT

Corporate Sponsorship

The Corporate
Awareness Scheme

Earlier this year, PSYBT used its countrywide 15 year
birthday celebrations to launch its new Corporate Awareness
Scheme. The programme, which has three layers of
giving - Major Investor; Business Partner and PSYBT
Alumni, - aims to further enlist support from the local
business community, specifically those who have helped
the Trust in the past or are themselves PSYBT supported
entrepreneurs. It works on the popular sales philosophy
that “80% of your new business comes from 20% of your

current customers .

Indeed, the first participants to the scheme were previous
supporters, Inverness-based Tulloch plc and PSYBT
supported NextDoor.com from Glasgow. The Alumni
option, which has a minimum donation of £500, is already
receiving a lot of interest from PSYBT supported businesses,
who can now give something back to youth enterprise and

help set up other local young entrepreneurs.

PSYBT Annual Report 2004

HRH Prince Charles, Duke of Rothesay; Willie Haughey, City
Refrigeration Holdings (UK) Ltd, Executive Chairman and Pat

McKay and Neil McClafferty of Hygiene First at the UK final of
RBS Young Entrepreneur of the Year.

The Royal Bank of Scotland

This year PSYBT celebrates its 10 year relationship with
The Royal Bank of Scotland, who have supported and
sponsored the organisation since 1994. This partnership
has helped create one of Scotland’s most prestigious awards
for young entrepreneurs, “The Prince’s Scottish Youth
Business Trust/The Royal Bank of Scotland Young

Entrepreneur of the Year'.

Across Scotland, 18 regional winners are selected from

over 400 young PSYBT supported entrepreneurs. Six of
those are then chosen to compete for the coveted Scottish
national title and the opportunity to scoop £1,500, along

with a high level of national media coverage.

The Scottish winner then goes forward to the national
final, where they compete against winners from across the

United Kingdom at a ceremony in London.

The awards welcome a diverse range of entrepreneurs and
locally their energy and enterprise are such an inspiration
to any young person who is thinking of setting up their

own business.

Each year is an exciting time for our young clients, regional
managers and the many staff of The Royal Bank of
Scotland who get involved in the selection, judging and
presentation of the awards all over the country. So much
talent is evident when you begin to recognise those young
people who have contributed a great deal of hard work

and determination to create successful new businesses.

www.psybt.org.uk




‘helping young people in Scotland start up and continue in business’

Alan Bonas, Head of Communications BT Scotland with
the finalists from the scheme for 2003

The BT Scotland Young
e-ntrepreneur Scheme

The BT Scotland Young e-ntrepreneur Scheme has so far
helped over 75 young people to set up or expand their
fledgling companies. It is a unique initiative which
encourages young people to use e-commerce to boost their

business development and is managed by PSYBT.

The monies invested by BT Scotland, a healthy £218,000
to date, are used to help fund young PSYBT supported
business people across Scotland. Annually, the BT recipients
also have the opportunity to compete for three coveted
e-commerce prizes: Most Visionary Company,

Best E-commerce Website and Best Website Design.

This partnership between BT Scotland and PSYBT helps
to promote the importance of e-commerce, which now

plays such an important role in growing Scotland’s economy.

www.psybt.org.uk

Carrie Turnbull of Carrie’s Beauty Spot and book-keeping
trainer Chris Pepper.

The Stewart lvory Foundation

For some young entrepreneurs, balancing the books
can be just as challenging as running a new business.
With this in mind, the Stewart Ivory Foundation
provides funding to ensure that our young clients, if
they require it, receive specialist book-keeping training

from professionals.

This year, due to the increased support of the Stewart
Ivory Foundation, we have extended the book-keeping
training, allowing more young people to benefit. The
Foundation has generously committed a further £100,000
over the next three years, which will allow us to continue

this vital service.

PSYBT Annual Report 2004
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‘ ‘ The initial funding was a real help but to be
honest, it’s the rest of the package which

has been crucial to our success. , ,
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Case Study 5

A successful business
design Company
demonstrates growth

Nick Lonie, Robin Smith &
Peter Inglis 4c¢ Design Ltd

Two years ago, three young product designers who met
whilst studying an engineering and product design course
run by Glasgow University in conjunction with the Glasgow
School of Art, decided to take their skills, talent and
knowledge and create their own product design company

in Glasgow.

This shared interest in entrepreneurialism and a passion

for their industry has helped them to celebrate 4c Design’s
two year anniversary with a host of new contracts, a couple
of new directors and staff members as well as a stunning

new office space and integrated workshop.

4c work with clients to ensure that products look

good, are technically correct and feasible to manufacture
on a mass scale, using modern tools such as 3D packages
to create a rapid prototype or simulate manufacturing

processes.

Not content with offering clients their skills as trained
designers and mechanical engineers, the trio also produce
their own innovative product designs and are the creators
of the award winning ocean survival unit ‘Liferaft’, an
off-road adventure kite buggy and more recently, Rope
Surgeon, which uses heat to cut through ropes — this handy
piece of kit is still in development but is tipped to become
a major outdoor accessory for the maritime and

climbing community.

Region. Paisley & Renfrew

The scope of their product design skills is evident in their
current client list and the people they want to work with.
The range of clients is diverse and includes Eaton Williams,
the UK’s largest custom air-conditioning manufacturers;
Battistinis Custom Cycles; drinks giant Red Bull and

Europe’s leading toy company Hasbro.

Nick Lonie, Business Development Director said: “PSYBT
has been part of this business throughout the last two
years, never far away and always offering support and
advice. The initial funding was a real help but to be honest,
it’s the rest of the package which has been crucial to our
success. Our former aftercare adviser, Tony Lodge, has
now become a non-executive director and we were finalists
in the 2003 PSYBT/RBS awards. Most recently we
successfully applied to the PSYBT Growth Fund,

which helps PSYBT businesses expand and this was a
major factor in our move to larger premises and in taking

on extra staff.”

e 235,450 was invested in Paisley & Renfrew region in loans and grants from July 20083 to June 2004

® 61 young people started 52 businesses in the same period

e 42 \Jolunteer Aftercare Advisers/Panel Members support/assess all the young businesses

www.psybt.org.uk
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Companies

Aberdeen Asset Management
Bank of England

Bank of Scotland

Beattie Communications Group Limited
BT Scotland

Buccleuch Estates
Claverhouse Training

Clifton Fieldsports *
Clydesdale Bank

Craigleith Limited

Daks Simpson Group
Douglas & Lee Hairdressing *
Elements Eternal *

Ernst & Young

HSBC Bank

In Tile Led

James Keiller Estates
Ledingham Chalmers

Lloyds TSB Scotland plc
MJM International *

Made in Scotland

Milne Craig & Corson

MTYV Europe

Next Door.com *
PricewaterhouseCoopers
Redhouse Lane

Rutterford Ltd

Sara Lee Intimates UK Ltd
Scotnursing Ltd

Scottish & Newcastle plc
ScottishPower Learning
Simpson Fine Art *

The Royal Bank of Scotland plc
The Royal Scots Club

The Scotsman

The Wood Group

Thorpe Molloy *

Tighballa Restaurant

Tulloch ple

Turcan Connell

Walkers of Aberlour

Whites Financial Management
William Grant & Sons Limited
Wood Mackenzie

* PSYBT supported businesses
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PSYBT Supporters
2003/2004

Charitable Trusts

Miss GM Pattullo Advancement Award Scheme
The Alexander Moncur Trust

The AM Pilkington Charitable Trust
The AMW Charitable Trust

The Binks Trust

The Darroch Charitable Trust

The Diageo Foundation

The Dulverton Trust

The Gannochy Trust

The Garfield Weston Foundation
The Gemmell Bequest Fund

The Gordon Cook Foundation
The Gordon Fraser Charitable Trust
The Hugh and Mary Miller Bequest Fund
The Hugh Fraser Foundation

The Imlay Foundation

The Kintore Charitable Trust

The Leng Charitable Trust

The Mickel Fund

The Miller Foundation

The Moffat Charitable Trust

The MV Hillhouse Trust

The Nancie Massey Charitable Trust
The Northwood Charitable Trust
The PF Charitable Trust

The Prince’s Trust

The Robertson Ness Trust

The Russell Trust

The Sir Ian Stewart Foundation
The Stewart Ivory Foundation

Ambassadors

Craig Crosbie*
Richard Emanuel MBE
Charan Gill MBE
Bill Kerr

Viv Lumsden
Natasha Marshall*
Fred MacAulay
Gordon Ross*
Judith Thorpe*
Chris van der Kuyl*
Caspian Woods*

* PSYBT supported entrepreneurs
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Individuals

Anonymous donors
A Chalmers

A J Lodge
Alexander S Frew
Andrew Hepburne-Scott
Bill Hughes CBE
Brian Adair

Bruce Linton
Canon Philip Crosfield OBE
Catherine Erskine

D Macnab

Douglas Bowie

E Mauchline

E Munday

Euan F Davidson
Irvine Laidlaw

J B Stobo

J H Kinna

J Wight

John G McEwan
Judith Thorpe *
Karen Molloy *
Kenneth Blackwood *
Lady Penn

M & AM Evans

M E Ogilvie

M Pilkingston

M Wallace

Mark Greer *

Miss Gladys G Ross
Mr & Mrs Black

Mr B H Thomson
Mrs Ann Ramsay
Mrs D M H Walker
Mrs E A B Skinner
Mirs E J Urie

Mrs L P Murray
Nick Lonie *

R Singer
Rosamunde Pilcher OBE
S E McGilchrist
Steve Burnett

Stuart Macdonald *

The Hon ] M Lindesay-Bethune

The Hon Jane C Gillies
Viv Lumsden

* PSYBT supported businesses

Organisations

Aberdeen City Council

Alba Smart Thinking

Argyll & Bute Council

Business Development Advisers
City of Edinburgh Council
Clackmannanshire Council
Clearfuse

Combhairle nan Eilean Siar
Devonshire House Management Club
Dumfries & Galloway Council
East Dunbartonshire Council

East Renfrewshire Council
Edinburgh Chamber of Commerce
Enterprise North East Trust
Falkirk Council

Fife Council

Glasgow Business Services Ltd
Glasgow City Council

Highland Opportunity Ltd
Highlands & Islands Enterprise
The Hunter Centre for Entrepreneurship
Inverclyde Council

Lanarkshire Business Services
Midlothian Council

Ministry of Defence

North Ayrshire Council

North Lanarkshire Council

Rotary Club of Paisley

Scottish Borders Council

Scottish Enterprise

Scottish Enterprise — Ayrshire
Scottish Enterprise — Borders
Scottish Enterprise - Dumfries & Galloway
Scottish Enterprise — Fife

Scottish Enterprise — Renfrewshire
Scottish Enterprise — Tayside
Scottish Executive

Shell LiveWIRE Scotland

South Lanarkshire Council

Stirling Council

The Entrepreneurial Exchange
The European Investment Fund
The European Regional Development Fund
The European Social Fund

West Dunbartonshire Council
West Lothian Council
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William Y Hughes CBE

Chairman’s Report
For the year ended 30 June 2004

This year is the 15th Anniversary of the Trust’s launch by
His Royal Highness, The Prince Charles, Duke of Rothesay.
It is encouraging to report another record year, with 529
business start-ups and an additional 15 businesses in receipt
of further funding to assist in growth resulting in a total
annual investment of £2.1million. This steady increase in
the number of young people we help year on year has served
to reinforce our position at the forefront of entreprencurial
activity for young people in Scotland.

The decision to develop a Corporate Awareness Scheme to
coincide with this anniversary is crucial to the future
wellbeing of the charity and its work. We have contacted a
wide range of our ‘Alumni’ as well as previous donors and
many have come forward with financial and in-kind assistance
since the launch of the Scheme on 5th March 2004.

Since late 2003, we have been involved in a working group
with colleagues in the Prince’s Trust-Scotland, Young
Enterprise Scotland and Schools Enterprise Scotland to
consider an efficient and cost-effective way to deliver
enterprise education to disaffected young people in schools.
Furthermore, we are also seeking to identify how the existing
gap in this type of provision for socially excluded 16-18
year olds who have left school might be delivered. This

is linked to the overall delivery of the Scottish Executive’s
strategy for Education, Determined to Succeed; a
long-term drive to build an enterprise culture in Scotland
by starting in the classroom. Tom Hunter, a PSYBT Board
Member, is a staunch supporter of this initiative, which
reflects his vision of encouraging the entrepreneurial spirit
at an early age to develop those who will make a real
difference to the economic future of Scotland.

We were very pleased to have a visit from the Deputy
First Minister, The Rt Hon Jim Wallace MSP QC to
PSYBT’s Head Office in March 2004. Mr Wallace received
a detailed overview of the Trust’s activities from the Senior
Management Team and met five businesses supported

by PSYBT. He was able to hear their views on the challenges
they faced to establish viable businesses.

In June, PSYBT was one of a number of our President’s
charities invited to Holyrood to participate in a briefing to
MSPs on the work of each of these organisations in Scotland.

In the presence of HRH, two PSYBT-supported businesses,
Gordon Deuchars of Dundee-based GA Engineering and
Paul Conway of Paul Conway Quality Butchers, Kilsyth,
had the opportunity to speak about the difference that
PSYBT support had made to their businesses and to them
personally. The briefings were well received and appreciated

by the MSPs present.
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The support received from the Scottish Executive and
Scottish Enterprise is at the very core of our work and
highlights their confidence in our ability to deliver. The
Board of Directors recognise the importance of the close
integration of the PSYBT Regional Network with the
Business Gateway and much appreciate the excellent staff
relationships at all levels.

An example of this is the significant input PSYBT had in
supporting Scottish Enterprise in the planning and
preparation of the Young Persons’ Enterprise Show which
took place at the Corn Exchange in Edinburgh in November
2003 and was attended by over 250 young people. As a
result of this undoubtedly successful pilot, we have been
tasked by Scottish Enterprise to lead on the management
of further Young Persons’ Enterprise Shows over the next
2 years. We will be working closely with Shell Livewire
and Business Gateway to ensure maximum impact to
young people aged 18-30 who wish to take the route to
self-employment.

Since our early days, we have enjoyed the support of many
volunteers who serve on regional panels and/or act as
Aftercare Advisers. These number in the region of 600
and we could not afford to pay for such expertise and
advice; I am hugely grateful for all that they do. They
provide the essential backbone to our achievements in
another record year.

Our Auditors, PricewaterhouseCoopers LLP, have also

been with us since the outset. With the ever-evolving regulatory
requirements for charities, their professional approach ensures
that our compliance is properly managed at the earliest
possible stage.

Our President has been incredibly generous with his time
and has recently visited the premises of two PSYBT-
supported businesses; Gordon Deuchars of GA Engineering
in Dundee and Darren Williams Tyre and Autocare Service
in Keith. It was a most memorable occasion for both
businesses and a great boost to them and their staff as
well as to the Trust. In this fifteenth anniversary year,

our President has further demonstrated his real concern
for the young people of Scotland who want to start up and
continue in business. We thank HRH The Prince Charles,
Duke of Rothesay again for all his work on our behalf.

'@[LnHUW

William Y Hughes CBE, Chairman
15 September 2004

William Y Hughes CBE



Directors’ Report
For the year ended 30 June 2004

The directors, who act as trustees for charitable purposes,
present their report and the audited financial statements
for the year ended 30 June 2004.

The information with respect to directors and advisers set
out on page 42 forms part of this report. The financial
statements comply with current statutory requirements,
the Memorandum and Articles of Association, applicable
Accounting Standards in the United Kingdom and the
Statement of Recommended Practice (SORP) “Accounting
and Reporting by Charities” issued in October 2000 and
the Charities Act 1993.

Principal activities

The Prince's Scottish Youth Business Trust's principal
activity continues to be the provision of essential finance
and professional support to young people in Scotland aged
between 18 and 25, whoever they are and wherever they
come from, so that they can set up their own business.
The Trust has a particular concern for the disadvantaged.

To achieve this aim the Trust specifically:

* promotes the idea of enterprise to young
people, and to those individuals and
organisations able to influence young people;

* provides unsecured finance to establish viable
new businesses and to fund the expansion of
existing ones;

* provides grants to disadvantaged young people
starting up in business;

e arranges the provision of appropriate support
services to young people starting up, trading
and expanding in business. This includes
pre-start advice and counselling, business
training and aftercare.

* supports government initiatives designed

to promote the idea of enterprise and
self-employment among young people.

www.psybt.org.uk

Review of activities and future developments

In spite of very high employment and a decreasing
population within our 18-25 age range, the charity
continues to fund and invest in more businesses than
ever before; 544 this year, with a total investment of
£2.1 million.

Some 1640 businesses are paying back their loans, hence
our highest ever repayment level of 80.4% of all loans
given out. Many people are continuing to repay even
though their businesses have ceased to trade. These clients
have gone on to gain employment, thus building on
valuable experience running their own businesses.

Our marketing is totally focused on our clients as they are
best placed to tell the Trust’s story. Throughout the last
year, there has been an increasing number who have won
awards for entrepreneurship and achievement in their
chosen fields. Our highly professional marketing team get
a real sense of job satisfaction from communicating the
success of so many young people who have overcome real

challenges setting up for themselves.

Shell LiveWIRE Winners -
Lightweight Medical Ltd

In June 2004, Neil Farish and Neil Tierney of Edinburgh-
based Lightweight Medical Limited won the prestigious
title of Shell LiveWIRE Entrepreneurs of the Year, together
with a cash prize of £10,000.

Every year, over two thirds of the 250-300 young businesses
who enter the Shell LiveWIRE Scotland Competition are
PSYBT-supported businesses; 13 of the 16 finalists this year
were PSYBT recipients, including of course Lightweight
Medical who went on to represent Scotland at the UK
Finals. With an original field of 1200 UK-wide, it is

wonderful to see this well deserved achievement.

Neil and Neil received PSYBT funding of £5000 in July
2003 and have now applied for Growth Funding. The
main objective of their initial business plan was the
development of a fully operational prototype of their transport
incubator design, LINT (Lightweight Incubator for Neonatal
Transport), with the view to ultimately seeing LINT
operational within a Scottish hospital. Their second objective
is to use LINT as a launch-pad to establish themselves and
move onto designing further medical devices.

PSYBT Annual Report 2004
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Directors’ Report

For the year ended 30 June 2004

Key initiatives

The Trust has benefited from a Loan Guarantee Scheme
promoted by the European Investment Fund. This scheme,
managed in conjunction with the Prince’s Trust in England,
Wales and Northern Ireland, provides vital funding covering
loans which have failed to be paid back within their proper
timescale, thus enabling the Revolving Loan Fund to meet
the ever-increasing demand for start-up funding.

The European Regional Development Fund continues to
benefit our Borders and Dumfries & Galloway Regions.
As a result of this vital source of funding, an increasing
number of young people have been receiving business
counselling and marketing advice to help them start up
and continue in business.

The Growth Fund, which has invested all of its original
capital of £440,000, needs to raise a further £375,000
in the next 2 years to render it self-sufficient at current
levels of demand. To date, 37 businesses involving 49
individuals have received PSYBT growth funding resulting
in the leverage of £960,450 of further funding and
collectively the businesses predict an increased turnover
of £6 million in the coming 12 months as well as the
creation of 87 new jobs.

The provision of book-keeping training has been expanded
as a result of the increased support of the Stewart Ivory
Foundation. They have committed £100k over the next 3
years, thus ensuring that the provision of this vital area of
expertise for our clients can be continued. This training,
together with the Accreditation Project sponsored by the
Gordon Cook Foundation which is at the pilot phase, will
provide a nationally recognised certificate for those with no
formal qualification. Both of these initiatives help our young
people gain highly demonstrable business skills.

The Youth Business International (YBI) initiative is a
worldwide network of partner organisations run by the
International Business Leaders’ Forum, another of our
President’s charities. YBI's purpose is to enable the business
community to help young people work for themselves by

providing business mentoring and access to finance.

I am delighted to report that during 2004/05, PSYBT will
be accredited to the YBI programme and will be represented
at their Global Conference in Buenos Aires in October
2004. The PSYBT systems and processes are going to be
a model for many other similar approaches to youth
entrepreneurship in Eastern Europe and other countries
worldwide who will benefit from our experience.
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Future plans

The Scottish Executive, in conjunction with Scottish
Enterprise, has invited PSYBT to participate in a new
grant scheme, announced in Aberdeen in July by the
Deputy First Minister, the Rt Hon Jim Wallace MSE, QC.
This will provide grants of up to £1000 for young people
18-30 who wish to set up and run their own business.

PSYBT is at the heart of this initiative and our Regional
Managers will be at the centre of the process, approving
business plans for the new scheme. As a result, the demand
for PSYBT’s services will undoubtedly increase and the
Scottish Executive have awarded the Trust a one-off
grant of £1 million to assist with the increased uptake.
We are most grateful to the Deputy First Minister, the
Scottish Executive and Scottish Enterprise for the
confidence they have shown in PSYBT’s unique role in
the Enterprise network.

This is a very exciting development for the Trust and,
together with our work with the Young Persons’ Enterprise
Shows throughout the next year, will further boost PSYBT"s
profile with aspiring young entrepreneurs.

The Growth Fund’s impact continues and the challenge
now is to raise some £375,000 to make it a self-sustaining
revolving loan fund. Applications have been made for
European Funding in both the East and West of Scotland
— these have been successful and will provide some of the
investment required. Donations from the Moffat Trust,
the Binks Trust and the Entrepreneurial Exchange have
also been very significant.

A review of the IT requirements of the charity is underway
and will conclude in the Autumn of 2004. It is essential
that we look carefully at all the Head Office and regional
requirements for PSYBT over the next 5 years and plan
to provide what is needed to upgrade our systems for
the future.

www.psybt.org.uk
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Fundraising

In this financial year, a total of £696,081 has been donated
by our supporters; Corporates, Trusts & Foundations and
Individuals all playing their part. A full list of those who
have helped us achieve this impressive amount is on pages
24 to 27. Our target in the coming year is £950,000 to
meet the ever increasing demand for our charitable activities.
This includes £185,000 for the Growth Fund.

Results for the year

As a result of the reappraisal of the age profile of loans,
£1,612,933 has been provided in the year to reflect the
recoverability of individual loans. The directors consider
the loans to be adequately provided for at the year end
and anticipate that movements in the provision will be
significantly lower in future years as it will relate only to
defaulting loans in that particular financial year.

The provision for doubtful debts should be seen in the
context of £20.3m of investment in loans since the Trust’s
inception and a total provision of 20% for irrecoverable
loans over this time span. The current loan book stands
at £4.2m being repaid by 1,640 businesses. Current
repayment experience indicates that 80% of loans are
repaid, which is a clear vindication of our business strategy
and the tenacity of our young entrepreneurs.

As a charitable organisation and a company limited by
guarantee, there will be no payment of a dividend.
Therefore, net outgoing resources of £1,399,754 (2003:
net incoming resources of £130,400) arising during the
year will be dealt with through the accumulated fund.

Reserves policy

PSYBT has a cash balance of £1,347,558 (2003:
£1,486,824). This would fund operations for approximately
8 months (2003: 9 months). As each business funded
commits PSYBT and the young business to work together
for at least two years through the aftercare programme,
the Board considers that it is modest and prudent to retain
at least this level of liquidity and building reserves back
up to their former level of £2.5m to £3m is necessary.
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Governance of the charity

The Directors met 3 times during the year in order to
review the strategy and performance and to approve
operating plans and budgets. The Board selects and approves
new directors. The Chief Executive together with the
Director of Operations and the Director of Finance attends
all Board Meetings.

Alistair Proctor stood down from the Board after almost
13 years, having represented Scottish Enterprise with
great interest and encouragement for PSYBT’s work.
Lena Wilson, Senior Director for Customer Relations at
Scottish Enterprise, has taken his place. All the other
directors served throughout the year to 30 June 2004 and
are listed on page 44.

Charitable Status

The company has been granted relief from Corporation
Tax under Section 505 of the Income and Corporation
Taxes Act 1988.

Risk management

The Board of Directors reviews PSYBT’s key risks annually
as part of the strategic plan. The Board considers that
increasing the Trust’s general reserves to the level stated
above, combined with a review of controls over key financial
processes, provides PSYBT with sound risk assurance.

The Board will continue to identify, monitor, review and
manage the operational and business risks faced by the
Trust and to put in place systems which continue to
safeguard the Trust’s assets and mitigate the risks identified.
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Directors’ Report
For the year ended 30 June 2004

Statement of directors’ responsibilities ‘ ‘ In Spite oli very hlgh employment
The directors are required by company law to prepare

el S e e e and a decreasing population within
o e e e e our 18-25 age range, PSYBT

e e continues to fund and invest in

In preparing those financial starements, the directors are more businesses than ever before;
s 544 this year, with a total

* Select suitable accounting policies and then apply

chem consisrently; investment of £2.1 million. ,,

* 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.

The directors confirm that they have complied with the
above requirements in preparing the financial statements.

The directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time
the financial position of the company and enable them to
ensure that the financial statements comply with applicable
accounting standard and the Companies Act 1985. They
are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Auditors

A resolution to reappoint PricewaterhouseCoopers LLP
as auditors to the company will be proposed at the Annual
General Meeting.

Mlg S

By order of the Board
Mark Strudwick CBE, Secretary
15 September 2004
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Independent

Auditors’ Report

2003/2004

Independent auditors' report to the members
of The Prince's Scottish Youth Business Trust
(a company limited by guarantee)

We have audited the financial statements, which comprise
the statement of financial activities, the balance sheet, the
cash flow statement and the related notes, which have
been prepared under the accounting policies.

Respective responsibilities of directors
and auditors

The directors also act as trustees for the charitable activities
of The Prince’s Scottish Youth Business Trust. Their
responsibilities for preparing the annual report and the
financial statements in accordance with applicable United
Kingdom law and accounting standards are set out in the
statement of directors' responsibilities.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards issued by the
Auditing Practices Board. This report, including the opinion,
has been prepared for and only for the company's members
as a body in accordance with Section 235 of the Companies
Act 1985 and for no other purpose. We do not, in giving
this opinion, accept or assume any responsibility for any
other purpose or to any other person to whom this report
is shown or into whose hands it may come save where

expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985.
We also report to you if; in our opinion, the directors’
report is not consistent with the financial statements, if
the charitable company has not kept proper accounting
records, if we have not received all the information and
explanations we require for our audit, or if information
specified by law regarding directors' remuneration and
transactions is not disclosed.
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We read the other information contained in the Annual
Report and consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the financial statements. The other
information comprises only the chairman’s statement and
the directors’ report.

Basis of audit opinion

We conducted our audit in accordance with Auditing
Standards 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 directors in the preparation
of the financial statements, and of whether the accounting
policies are appropriate to the charitable company's
circumstances, consistently applied and adequately disclosed.

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

Opinion

In our opinion, the financial statements give a true and
fair view of the state of the charitable company's affairs at
30 June 2004 and of its net incoming resources, including
its income and expenditure and cash flows for the year
then ended and have been properly prepared in accordance
with the Companies Act 1985.

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Glasgow

15 September 2004
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Financial Summary

For the year ended 30 June 2004

Investment In Young People

Start up loans made during the year
Grants given to disadvantaged young people
Growth Fund loans advanced

Less: Growth Fund repayments and intrest
Less: EIF Income
Less: Start-up loan repayments received and intrest

Fundraising requirement

Running Costs

Regional Managers™ & Aftercare costs
Head Office costs*

Fundraising & events

Marketing & publications

Less:
Grants from Scottish Enterprise
Grants from ERDF

Fundraising requirement

*We have 37 staff working in Scotland

Income
(Excluding Scottish Enterprise grants above)

Donations, including tax recovered
Bank interest
Total income

Opverall fundraising requirement for (1) and (2)

During this year we:

e Helped 623 young people to start up 529 businesses
e Helped 20 young people in 15 businesses access growth funding
*  Arranged over 3000 aftercare visits to 886 businesses.

*  Managed 1,640 loan accounts
The average cost of each start-up business was:

*  £3,594 of funds invested/granted
°  £1,998 admin costs
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1,705,785
195,683
194,000

61,593
271,586
1,317,693

567,782

561,467
601,084
137,424
119,861

1,419,836

842,500
44,358

532,978

696,911
72,830
769,741

1,100,760
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Statement Of Financial Activities

(Incorporating an income and expenditure account)

For the year ended 30 June 2004

Notes  Unrestricted Restricted  Total Funds  Total Funds
Funds 2004  Funds 2004 2004 2003
25 £ £ £
Incoming resources
Donations 686,081 - 686,081 586,699
Donations to Growth fund = 10,000 10,000 314,847
Activities in furtherance of the
charity’s objects:
Grants received 886,858 - 886,858 840,243
Bank interest received 72,830 - 72,830 87,829
Interest received from loans 2 160,148 11,951 172,099 152,939
to businesses
Other incoming resources 830 - 830 778
Total incoming resources 1,806,747 21,951 1,828,698 1,983,335
Resources expended
Costs of generating funds
Fundraising costs 87,440 - 87,440 94,962
Marketing and publicity 3 119,861 - 119,861 116,266
207,301 - 207,301 211,228
Charitable expenditure
Costs of activities in furtherance of
the charity’s objects
Grants payable 4 195,683 - 195,683 167,415
Operating costs 5 561,467 - 561,467 539,986
Management and administration 6 629,052 22,016 651,068 583,969
Movement in provision for 7 1,587,933 25,000 1,612,933 350,337
doubtful debts
2,974,135 47,016 3,021,151 1,641,707
Total resources expended 3,181,436 47,016 3,228,452 1,852,935
Net (outgoing)/incoming resources 8  (1,374,689) (25,065) (1,399,754) 130,400
Net movements in funds (1,374,689) (25,065) (1,399,754) 130,400
Fund balances brought forward at 6,326,078 417,757 6,743,835 6,613,435
1 July 2003
Fund balances carried forward at 4,951,389 392,692 5,344,081 6,743,835

30 June 2004
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e All incoming resources and resources
expended are derived from continuing
activities.

* The notes on pages 38 to 43 form part
of these financial statements.

e The Trust has no recognised gains and
losses other than those included in the
deficit above, and therefore no separate
statement of total recognised gains and
losses has been presented. There is no
difference between the deficit for the
year stated above and its historical cost
equivalent.
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Balance Sheet
as at 30 June 2004

Note 2004 2003
L £
Fixed assets
Tangible assets 11 23,874 37,917
Loans
Start-up loans 12 3,814,850 4,941,681
Growth fund loans 13 354,219 234,861
4,192,943 5,214,459
Current assets
Debtors: amounts falling due within one year 14 172,885 242,655
Cash at bank and in hand 1,684,579 1,795,053
1,857,464 2,037,708
Creditors: amounts falling due within one year
Creditors 15 (369,305) (200,103)
Bank overdraft (337,021) (308,229)
(706,326) (508,332)
Net current assets 1,151,138 1,529,376
Net assets 5,344,081 6,743,835
Restricted funds (capital)
Revolving loan fund 17 1,144,614 2,572,399
Growth fund loan fund 18 392,692 417,757
Restricted funds (income)
Accumulated restricted fund 3,806,775 3,753,679
Total funds 5,344,081 6,743,835

The financial statements on pages 35 to 43 were approved by the board of directors on 15 September 2004 and were
signed on its behalf by:

@I L-«HU‘L_J?

William Y Hughes CBE

Chairman
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Cashflow Statement
For the year ended 30 June 2004

2004 2003

Note £ £
Net cash outflow from operating activities 20 278,803 (380,966)
Returns on investments and servicing of finance
Start-up loans advanced 13 (1,705,785) (1,678,082)
Start-up loan repayments 13 1,157,545 1,082,441
Start-up loan interest received 18 160,148 150,029
Growth fund loans advanced 14 (194,000) (EE5500)
Growth fund loan repayments 14 49,642 5,639
Growth fund loan interest received 19 11,951 2,910
Bank interest received 72,830 87,829
Total returns on investments and servicing (447,669) (614,734)
of finance
Capital expenditure
Purchase of tangible fixed assets 12 (11,917) (14,401)
Total capital expenditure (11,917) (14,401)
Financing
Receipt of term loan* 200,000 200,000
Repayment of term loan (168,483) (71,771)
Receipt of funding for Growth Fund 19 10,000 314,847
Total financing 41,517 443,076
(Decrease)/increase in cash in the year 21 (139,266) 203,987

*This represents a revolving loan fund top-up from the Scottish Committee of Clearing Bankers.
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Notes

to the financial statements
for the year ended 30 June 2004

1. Principal accounting policies

The financial statements have been prepared in accordance
with the Companies Act 1985, applicable Accounting
Standards in the United Kingdom and the Statement of
Recommended Practice (SORP) “Accounting and
Reporting by Charities” published in October 2000.

A summary of the principal accounting policies, which
have been applied consistently, with the exception of those
noted below, are set out below.

Basis of accounting

The financial statements are prepared in accordance with
the historical cost convention.

Restricted funds

Restricted funds are funds which are earmarked by the
donor for specific purposes. Such purposes are within the
overall aims of the organisation. These funds may be
income only (where the capital must be retained) or income
and capital (where the donation and income deriving
therefrom may be utilised).

Accruals basis

The financial statements are prepared on an accruals basis
with the exception of donations which are accounted for
on a cash basis.

Grants

Grants received and individual grants awarded are accounted
for on an accruals basis.

Resources expended

Direct charitable expenditure in relation to the operation
of the Trust is accounted for separately from management
and administration costs and any cost in respect of

fundraising and publicity.

PSYBT Annual Report 2004

Fundraising costs are those incurred in seeking voluntary
contributions and do not include the costs of disseminating
information in support for charities. Direct charitable
expenditure are those costs incurred directly in support of
expenditure on the objects of the charity. Management
and administration costs are those incurred in connection
with administration of the charity and compliance with
constitutional and statutory requirements.

Tangible fixed assets

Capitalisation

The cost of fixed assets is their purchase cost together with
any incidental costs of acquisition. Any with a cost below
£100 are not capitalised.

Depreciation

Depreciation is calculated so as to write off the cost of
tangible fixed assets on a straight-line basis over the expected
useful economic lives of the assets concerned. The rate of
depreciation for all classes of assets is 25% per annum.

Provision for doubtful debts

The provision for doubtful debts reflects all loans that are
deemed to be irrecoverable.

Loan debtors

Loans are capitalised once the loan has been granted to an
individual. When loan repayments are received the capital

amount reduces the loan balance and the loan interest is
accounted for through the SOFA.

Deferred income

Deferred income represents that portion of European
Investment Fund (EIF) income which may be repayable
under the terms of the agreement with the Fund.

Operating leases

All leases are treated as operating leases, the cost of which
is charged on a straight-line basis over the lease term.

www.psybt.org.uk



The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Notes

to the financial statements
for the year ended 30 June 2004

2. Interest received from loans
to businesses

5. Operating Costs

2004 2003
£ £
Regional operating costs 485,880 476,027
Aftercare and business
development 75,587 63,959
561,467 539,986
6. Management and administration
2004 2003
£ %%
Salaries and office costs 553,677 491,068
Growth fund costs 22,016 19,427
European funding costs 42,295 35,326
Legal and professional fees 7,120 6,962
Depreciation 25,960 31,186
651,068 583,969

2004 2003
£ £
Start-up fund loan interest 160,148 150,029
Growth fund loan interest 11,951 2,910
172,099 152,939

3. Marketing and Publicity
2004 2003
£ £
Events 56,517 48,811
Marketing 40,857 45,536
Publications 22,487 21,919
119,861 116,266

4. Grants payable

2004 2003
£ £
Start-up grants 179,799 155,366
Marketing test grant 15,884 12,049
195,683 167,415

The Marketing Test Grant is a grant of up to £250 which

individuals can apply for, prior to applying for start-up

awards, in order to undertake market research to determine

if their business plans are feasible.

During the year ended 30 June 2004 the Trust awarded
grants totalling £195,683 (2003: £167,415) in making
197 (2003: 177) start-up grants and 67 (2003: 53)

Marketing Test Grants.

www.psybt.org.uk

Management and administration costs include professional

indemnity insurance purchased during the year amounting
to £1,312 (2003: £1,312). The limit of the indemnity
insurance is £250,000 for each and every claim.

7. Movement in provision for
doubtful debts

2004 2003
£ £
Increase in provision for
start-up doubtful debts 1,587,933 325,337
Increase in provision for
Growth fund doubtful debts 25,000 25,000
1,612,933 350,337

PSYBT Annual Report 2004
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The Prince’s Scottish Youth Business Trust (2 company limited by guarantee)

Notes

to the financial statements

for the year ended 30 June 2004

8. Net (outgoing)/incoming resources

The balance transferred to the accumulated fund for the
year is stated after charging depreciation of £25,960 (2003:
£31,186). The auditors have agreed to provide their services
on an honorary basis. Accordingly, no auditors'
remuneration has been charged in arriving at the balance
transferred to the accumulated fund for the year. Fees to
the auditors for non-audit services during the year amounted
to £7,168 (2003: £6,815) for accountancy services.

9. Employee information

The average monthly number of persons employed by the
company during the year was:

Staff costs 2004 2003
(for the persons above) £ £
Wages and salaries 415,828 399,891
Social security costs 41,531 36,677
Other pension costs* 61,458 53,774
518,817 490,342

* As part of the remuneration package offered to all
employees, the Trust makes a 10% contribution to approved
personal pension plans as recommended by the PSYBT
pension advisor. The Trust has no rights or obligations in

respect of these plans

No directors received any remuneration or reimbursements
from the charity during the year.

One (2003: one) employee has aggregate emoluments of

By activity 2004 2003 between £80,000 and £90,000.
Number  Number
Head office 10 10 10. Taxation
Fundraising The Inland Revenue has accepted charitable status of
Regional the company and has granted relief from corporation tax
Aftercare 1 1 under Section 505 of the Income and Corporation Taxes
. Act 1988.
European projects 1 1
o T The charity is not registered for VAT and accordingly, all
their expenditure is recorded inclusive of any VAT incurred.
11. Tangible fixed assets
Office  Fundraising ERDF Computer
Motor vehicles equipment equipment equipment hardware/ software Total
£ £ £ £ £ £
Cost
At 1 July 2003 19,999 28,015 11,766 2,924 216,663 279,367
Additions - 4,612 = - 7,305 11,917
At 30 June 2004 19,999 32,627 11,766 2,924 223,967 291,284
Depreciation
At 1 July 2003 14,999 14,995 10,480 1,462 199,514 241,450
Charge for the year 5,000 6,837 643 731 12,749 25,960
At 30 June 2004 19,999 21,832 11,123 2,193 212,263 267,410
Net book value
At 30 June 2004 = 10,795 643 731 11,704 23,874
At 30 June 2003 5,000 13,020 1,286 1,462 17,149 37,917

PSYBT Annual Report 2004
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Notes
to the financial statements

for the year ended 30 June 2004

12. Start-up loans

Loans at 1 July 2003 4,941,681
Loans awarded 1,705,785
Repayments received (1,157,545)
Increase in provision for doubtful debts  (1,675,071)
Loans outstanding at 30 June 2004 3,814,850

During the year ended 30 June 2004 the Trust approved
start-up loans amounting to £1,705,785 (2003:
£1,678,082) to 529 (2003: 487) young businesses. At 30
June 2004 the cumulative total number of active start-up
loan accounts was 1,640 (2003: 1,480) with a net value
of £3,814,850 (2003: £4,941,681).

The gross value of loans outstanding is £5,807,542 (2003:
£5,385,509) within which £121,469 (2003: £129,204)
of loans are repayable to Highland Opportunity Ltd.
Loans repayable to PSYBT therefore amount to £5,686,073
(2003: £5,256,305) against which there is a provision for
doubtful debts of £1,989,692 (2003: £314,621).

13. Growth fund loans

Loans at 1 July 2003 234,861
Loans awarded 194,000
Repayments received (49,642)
Increase in provision for doubtful debts (25,000)
Loans outstanding at 30 June 2004 354,219

The Trust approved Growth fund loans amounting to
£194,000 to 15 businesses. Of these loans there were

8 accelerator loans totalling £160,000 and there were

7 development loans totalling £34,000. The total provision
against Growth fund loans amounts to £50,000.

www.psybt.org.uk

14. Debtors
2004 2003
i e
Amounts falling due
within one year
Prepayments 33,830 27,309
Accrued income 138,830 215,298
Tax recoverable on covenants 225 48
172,885 242,655
15. Creditors: amounts falling due
within one year
2004 2003
i %
Highland Opportunity Led* 121,469 129,204
Tax and social security 12,029 10,799
Accruals and sundry creditors 35,040 35,100
Deferred income (see note 16) 200,767 25,000
369,305 200,103

* Highland Opportunity Ltd match PSYBT loans and the
PSYBT carries out all subsequent administration. This
includes relevant loan repayments to Highland Opportunity
Ltd paid quarterly in arrears. Therefore, the creditor shown
represents future loan repayments due to Highland
Opportunity Ltd as relevant loans mature.
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Notes

to the financial statements
for the year ended 30 June 2004

16. Deferred income

Deferred income relates to income received from the

European Investment Fund (‘EIF’) during the year which

may be repayable under the terms of the agreement with

18. Growth fund reserve (restricted fund)

A separate fund has been established to assist successful

PSYBT-supported businesses who require further funding.

the Fund. The movement in deferred income, included £
within creditors: amounts falling due within one year, is Balance at 1 July 2003 417,757
analysed below:
Income 21,951
P . Expenditure (47,016)
£ £ Balance at 30 June 2004 392,692
At 1 July 2003 25,000 46,425
Amounts released from
previous years (25,000) (41,425) 19. Reconciliation of net outgoing resource
Incoming resources deferred to net cash inflow from operating
in the year 200,767 20,000 activities
At 30 June 2004 200,767 25,000

17. Revolving loan fund

Under an agreement between the Trust and the

Employment Department, a revolving loan fund was

established to make loans to young people within the

objectives of the Trust. The movements on the fund during

the year were as follows:

£
Balance at 1 July 2003 2,572,399
Loan interest 160,148
Increase in provision for
start-up doubtful debts (1,587,933)
Administration charge -
Balance at 30 June 2004 1,144,614
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2004 2003
£ %

Continuing activities
Net incoming resources
for the year (1,399,754) 130,400
Bank interest received (72,830) (87,829)
Interest received from
loans to businesses (172,099) (152,939)
Increase in provision
for doubtful debts 1,700,071 350,337
Depreciation of tangible
fixed assets 25,960 31,186

Profit on disposal of fixed assets -
69,770 (209,970)

(Increase)/decrease in debtors

Increase in creditors 169,202 925
Receipt of bank funding (200,000) (200,000)
Repayment of bank funding 168,483 71,771
Receipt of funding for

Growth fund (10,000) (314,847)

Net cash inflow/(outflow)
278,803 (380,9606)

from operating activities
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The Prince’s Scottish Youth Business Trust (a company limited by guarantee)

Notes
to the financial statements

for the year ended 30 June 2004

20. Analysis of changes in net debt during

the year
At 1 July Cash flow At 30 June
2003 2004
£ £ £
Cash at bank 1,795,053 (110,474) 1,684,579
Overdrafts (308,229) (28,792) (337,021)

1,486,824 (139,266) 1,347,558

21. Financial commitments

At 30 June 2004 the company had annual commitments
under non-cancellable leases as follows:

2004 2003
Land and Land and
buildings Other buildings Other
£ £ £ £
Expiry date:
Less than
one year - - - 264

Between two
and five years 29,229 2,724 25,850 =

29,229 2,724 25,850 264

22. Capital

The Charity is a company limited by guarantee. Each
member has undertaken to contribute £1 to the assets of
the company to meets its liabilities if called to do so. The
total amount guaranteed by members at 30 June 2004 is
£2 (2003: £2).

23. Related party transactions

No related party transactions were entered into during the

current year or the prior year.

www.psybt.org.uk
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Directors and Advisers

for the year ended 30 June 2004

President
HRH The Prince Charles, Duke of Rothesay

Directors

William Y Hughes CBE (Chairman) +
Giovanni Benedetti

Alastair K Denholm *+

Annabel Goldie MSP

Alistair G Proctor (resigned 30 January 2004)
Thomas B Hunter

Gordon Beattie

Michelle G Mone

Lena Wilson*+ (appointed 30 April 2004)

Head Office

Mark Strudwick CBE (Chief Executive)

Nancy Pearson (Executive Assistant to Chief Executive)
Ann Scott (Director of Operations)

Douglas Bowie (Director of Finance)

Margaret Gibson (Marketing and Communications Manager)
Peter Mawer (Aftercare Manager)

Carol Anne McMahon (Fundraising Manager)

Alasdair Currie (Corporate Development Manager)
Anne Morrison (Training and Development Manager)***
Linda Boyle IT Manager)**

Lesley Scott (Projects Manager)

Margaret Thomson (Loan Fund Manager)

Lorraine Adams (Marketing and Events Coordinator)
Maureen Docherty (Business and Systems Administrator)
Michelle McMeekin (Office Administrator)

Auditors
PricewaterhouseCoopers LLP
Kintyre House

209 West George Street
GLASGOW

G2 2LW

Bankers

The Royal Bank of Scotland plc
Tay House, 300 Bath Street
GLASGOW

G2 4RS

Registered Office

6th Floor, Mercantile Chambers
53 Bothwell Street

GLASGOW

G2 6TS

Solicitors

Kerr Barrie

3rd Floor, Mercantile Chambers
53 Bothwell Street

GLASGOW

G2 6TA

Registered Number
097426

Charity Number

Morag Brand (Office Assistant) SC007066

* Members of the Audit Committee
Secretary + Members of the Board Committee
Mark Strudwick CBE i Seconded from Scottish Executive

ok

Seconded from Ministry of Defence

Our thanks to everyone who helped to produce this report, especially :

email. info@d8web.co.uk

www.d8web.co.uk

Design. D8* tel. 0141 572 0810

tel. 07770 262770 email. clive.photo@themail.co.uk

Photography. Clive Grewcock*

*a PSYBT Supported Business
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The Prince’s Scottish Youth Business Trust
President HRH The Prince Charles, Duke of Rothesay

head office.
Mark Strudwick CBE, Chief Executive

The Prince’s Scottish Youth Business Trust
6th Floor, Mercantile Chambers
53 Bothwell Street, Glasgow G2 6TS

tel : 0141 248 4999 fax : 0141 248 4836 email : team@psybt.org.uk

1: Tayside

Regional Manager : Carol Soutar
tel : 01382 205000

email : tayside@psybt.org.uk

2 : Paisley and Renfrew
Regional Manager : Pauline Bell
tel : 0141 887 1888

email : paisley@psybt.org.uk

3 : Edinburgh

Regional Manager : Graham Bell
tel : 0131 477 8013

email : edinburgh@psybt.org.uk

4 : Central

Regional Manager : Alison Gee
tel : 01324 483300

email : central@psybt.org.uk

5: Glasgow

Regional Manager : Nick Fannin
tel : 0141 552 7555

email : glasgow@psybt.org.uk

6 : Orkney and Shetland
Regional Manager : David Knight
tel : 01463 228343

email : highland@psybt.org.uk

7 : Inverclyde

Regional Manager : Edith Baird
tel : 01475 715555

email : inverclyde@psybt.org.uk

8 : West Lothian

Regional Manager : Malcolm Evans
tel : 01506 777920

email : westlothian@psybt.org.uk

9 : Grampian

Regional Manager : Simon Fraser
tel : 01224 289709

email : grampian@psybt.org.uk
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10 : Lanarkshire
Regional Manager : Brian Baillie
tel : 01236 702020
email : lanarkshire@psybt.org.uk

11 : Ayrshire

Regional Manager : Catherine Hill
tel : 01294 274113

email : ayrshire@psybt.org.uk

12 : Fife

Regional Manager : Charles Doeg-Smith
tel : 01592 623102

email : fife@psybt.org.uk

13 : Dumfries and Galloway
Regional Manager : Eileen Mauchline

tel : 01387 274127

email : dumfriesandgalloway@psybt.org.uk

14 : Dunbartonshire

Regional Manager : Martin Ferry

tel : 0141 775 0066

email : dunbartonshire@psybt.org.uk

15 : Highland

Regional Manager : David Knight
tel : 01463 228343

email : highland@psybt.org.uk

16 : Western Isles

Regional Manager : Jane Campbell
tel : 01851 707475

email : westernisles@psybt.org.uk

17 : Argyll and Islands
Regional Manager : Arthur Barclay
tel : 01546 606584

email : argyll@psybt.org.uk

18 : Borders

Regional Manager : Geoff Leask
tel : 01750 505018

email : borders@psybt.org.uk
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