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Report from Chairman and Chief Executive Year to 31 March 2007

We are pleased to report another highly successful year, with volunteers and
professional staff making substantial advances towards our goal of conserving
butterflies, moths and their habitats. A significant achievement has been the
adoption of butterflies and moths as official government indicators of biodiversity.
This is important because butterflies and moths are very sensitive to environmental
change and are valuable early warning indicators of our impact on the planet.
Trends in their populations will also be crucial in helping to evaluate overall
progress towards the government target of halting biodiversity loss by 2010 as well
as for assessing the growing impact of climate change.

Meanwhile our landscape approach to conservation is bearing fruit with several
species showing signs of recovery after decades of decline. The successful re-
establishment of the Large Blue has been widely reported in the media, but thanks
to thriving partnerships we are making good progress with many other highly
threatened species.

During the year we produced another landmark publication, The State of Butterflies
in Britain and Ireland, which shows the impressive strength and depth of our
recording effort. Our schemes to monitor butterflies are the largest in the world.
They provide us with a unique capacity to assess biodiversity change. We owe a
great debt of gratitude to the many thousands of dedicated volunteers who
contribute to these and our other conservation programmes.

As we approach our 40™ anniversary, Butterfly Conservation is now in better shape
than ever to face the challenges ahead. We have an immensely skilled staff
overseen by a dedicated group of Council and Committee members. We are
deeply grateful for their contribution and the backing of our many supporters and

funders.
Dudley Cheesman Dr Martin Warren
Chairman Chief Executive
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Report from Chairman and Chief Executive
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Year to 31 March 2007

Our new book on the State of
Butterflies in Britain and Ireland
was published in May 2006, based
on over 5 million records from
10,000 recorders. At the launch the
Biodiversity Minister, Barry
Gardiner, said “I want to thank the
thousands of volunteers who have
been involved in this project. The
results they bring back tell us not
just about what is happening to
butterflies. Because butterflies are
S0 sensitive to change, they can tell
us what is happening in entire
habitats around the countryside.”

Dr Martin Warren, Chief Executive, presents a copy of the State of Butterflies in
Britain and Ireland to Barry Gardner MP, Biodiversity Minister.
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Report of the Council  Year to 31 March 2007

Introduction

The Council of Butterfly Conservation presents its report together with the financial* -~ -

statements of the charity for the year ended 31 March 2007.

The report set out on pages 3 to 32 equates to a directors’ report as required by
section 234 of the Companies Act 1985 but has been prepared in accordance with
Part VI of the Charities Act 1993.

The financial statements have been prepared in accordance with the accounting
policies set out on pages 39 to 42 of the attached financial statements and comply
with the charitable company’s Memorandum and Articles of Association, applicable
laws and the requirements of the Statement of Recommended Practice
“Accounting and Reporting by Charities” issued in March 2005.

Highlights of the year

Published, The State of Butterflies in Britain and Ireland, a major new book
based on 5 million records from over 10,000 recorders.

Achieved the adoption of butterflies as indicators within the England Biodiversity
Strategy, based on UK Butterfly Monitoring Scheme data.

Recruited our Moths Count team of experts in preparation for the National Moth
Recording Scheme, funded by the Heritage Lottery Fund.

Pressed ahead with 67 landscape scale habitat conservation projects for the
UK’s most threatened butterflies and moths.

Demonstrated we can reverse species declines, including the Large Blue,
Heath Fritillary and Silver-spotted Skipper.

Acquired, after a 10 year campaign, the 60 hectare Prees Heath / Shropshire
reserve for the Silver-studded Blue and other wildlife.

Developed our network of specialist conservation staff to complement the
efforts of our 32 UK volunteer Branches.

Generated nationwide publicity with Save Our Butterflies Week and boosted our
membership to a record high of over 12,000.

Ranked one of the Top 10 charities out of 1,200 by the Intelligent Giving
website based on details presented in the annual report and financial
statements.

Butterfly Conservation




Report of the Council  Year to 31 March 2007

Highlights of the year (continued)

Invested £1.7 million on our conservation programmes, accounting for over
84% of our expenditure.

Our BC volunteers who are the key to our success and who contributed the
person hours equivalent to that of 350 full time equivalent staff to the value of
£5 million.

Several threatened
species showed signs of
recovery following
targeted conservation
effort. The globally
endangered Large Blue
has now been restored to
over 11 core UK sites
where over 10,000 adults
flew in 2006. (Photo: Martin

Warren)

During the year
we ran over 700
field trips and
educational/

training courses
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Reference and administrative details of the charity ,
its Council members and advisers  Year to 31 March 2007
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Reference and administrative details of the charity ,
its Council members and advisers  Year to 31 March 2007
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Structure, Governance and Management Year to 31 March 2007

Responsibilities of the Council

The members of Council are responsible for preparing the annual report and
financial statements in accordance with applicable law and United Kingdom
Generally Accepted Accounting Practice.

Company law requires the Council (members of which are directors of the
charitable company for the purpose of the Companies Act) to prepare financial
statements which give a true and fair view of the state of affairs of the charitable
company at the end of the financial period and of its incoming resources and
application of resources, including its income and expenditure for that financial
period. In preparing financial statements giving a true and fair view, the members
of the Council are required to:

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

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

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

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

The members of Council are responsible for the maintenance and integrity of the
charity’s website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other
jurisdictions.

Each member of Council confirms that:
so far as the member of Council is aware, there is no relevant audit information
of which the company’s auditors are unaware; and

the member of Council has taken all steps that he/she ought to have taken as a
member of Council in order to make himself/herself aware of any relevant audit
information and to establish that the company’s auditors are aware of that
information.

This information is given and should be interpreted in accordance with the
provisions of s234ZA of the Companies Act 1985.
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Structure, Governance and Management Year to 31 March 2007

Members of the Council

The Council members constitute directors of the charity for the purposes of the
Companies Act 1985 and trustees of the charity for the purposes of charity
legislation.

Each member of Council has responsibility for monitoring the charity’s activities in
specific operational areas and constant regard is paid to the experience mix of
members of Council to ensure Council has all the necessary skills required to
contribute fully to the charity’s development.

The following Council members were in office during the year to 31 March 2007
and served throughout that year except where shown.

Council members Appointed / Resigned

Dudley Cheesman — Chairman

Maurice Avent — Vice Chairman

David Hanson — Honorary Treasurer

Dr Jim Asher

David Barrie

Hugo Brooke Appointed 25 November 2006
Martyn Davies

David Dennis

David Dunbar MBE

Mandy Gluth

Neil Jones

Jenny Mallett

Roy Neeve

Dr Andrew Pullin

John Randall Resigned 25 November 2006
Dr Simon Spencer

Marjory Taylor

Neil Thompson Appointed 25 November 2006
Dr Mark Young Appointed 25 November 2006

Transactions involving Council members and related parties
Details of transactions involving Council members and related parties are given in
note 5 to the attached financial statements.

Strategy and policy setting

The Council determines the overall strategy and policy of the Society. Council
meets three times a year. It reviews and sets a rolling three-year Priority Action
Plan at an annual Strategic Planning weekend in September, which feeds into staff
work programmes. The Council delegates some of its powers to three committees,
Executive, Conservation and Investment. All committees report back to the Council.

A full three-year Business Plan covering 2004/07 was approved by Council in
February 2004. The plan will be revised in the coming year to cover the period
2007/10.
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Structure, Governance and Management Year to 31 March 2007

Council members
All members of the Society are eligible to seek election to the Council at the Annual
General Meeting.

One-third of Council members stand down each year on rotation and new Council
members are appointed at the Society’s Annual General Meeting (AGM) in
November. During 2006/07, three new Council members were appointed and six
were re-appointed for a further three-year term.

New Council members receive a comprehensive induction pack. This pack is
designed to provide Council members with an understanding of their roles and
responsibilities. A detailed induction day is arranged to provide Council members
with a strategic and operational overview of the Society, the current financial
position and future plans and objectives. An invitation is also issued to all Council
members to attend for refresher training. They are invited to attend Executive
Group meetings to become familiar with the Society’'s work, as well as other key
meetings such as National and Regional Conservation Days and Branch Liaison
Meetings. Council members also have the opportunity to meet staff and volunteers
at both the AGM and Members Day, and at the Society’s Planning Weekend held
at Head Office in September.

All Council members are invited to undertake trustee training seminars offered by
external professionals.

The Chairman and Vice-Chairman are responsible for identifying possible new
Council members who complement the skills of existing members. Each year a
Council member skills audit is carried out to help identify future requirements to
ensure that Council has the necessary skills.

Risk Management

Council reviews and assesses the strategic and operational risks to which the
Society may be exposed. All key risks identified are recorded in the Strategic Risk
Register and specific actions are assigned to mitigate them.

An internal audit group consisting of four Council members was set up in the year
to ensure all aspects of the Society's financial and risk management policies,
procedures and controls are effective and appropriate.

The risk management process is ongoing and is reviewed regularly by Council.
During the year the register was updated to include new risks, areas where there
were changes in the likelihood of a risk occurring or the size of its impact was
reassessed. Council has taken all reasonable steps to ensure major risks are
identified and that there are systems in place to mitigate them. However, it is
aware that such processes are designed only to manage rather than eliminate all
major risks.

Butterfly Conservation



Structure, Governance and Management Year to 31 March 2007

Staff and Branches

The Chief Executive and the Senior Management Team are responsible for the
day-to-day management of the Society, acting under delegated authority given to
them by Council.

During the year we employed 48.5 members of staff (average numbers) (42.5 in
2005/06) who are grouped into two main work areas: conservation and support.
The conservation team are divided into two sections, projects led from Head Office
located in Dorset and conservation projects led by staff based throughout the UK.
The support team members are all based at Head Office.

Staff Structure

Chief Executive

Senior Management Team 4

Conservation Head Office 17 Conservation UK 16 Support 14

Butterfly Species 4 East of England 1 Administration 4

Monitoring 3 Northern Ireland 1 Finance 3

Moths Count 4 North of England 2 Fundraising 2

Moths Species 3 Scotland 3 IT 1

Reserves 3 South East England 1 Membership 2
Wales 4 Publicity 2
West Midlands 4

This chart shows the number of staff employed (52) at 31 March 2007 (not F.T.E).

One of the Society’s strengths is its large number of active volunteers, over 10,000
of whom contribute towards our national surveys and regional conservation
programmes. Our local action is co-ordinated by a UK wide network of 32
Branches, each of which is managed by a volunteer committee and works through
a network of volunteers. Branches of the Society carry out most of the local
conservation and development work under advice and guidance from the staff.
Branches contribute to strategy and policy setting primarily through Branch Liaison
meetings and National and Regional Conservation Days, or by responding to
information circulated in six-weekly Branch email bulletins.

Butterfly Conservation



Objectives and activities (including achievements a nd performance) Year to 31 March

2007

Objectives of the charity
Butterfly Conservation’s mission is to save butterflies and moths and to ensure they
thrive for future generations to enjoy.

Our strategic aims are:

1

To take practical action to conserve threatened butterflies and moths in the UK
and elsewhere.

To undertake and promote the scientific study of butterflies, moths, and
methods needed to conserve their habitats, and to base our work on the best
available information.

To safeguard important sites and landscapes for butterflies and moths,
including the acquisition and management of our own nature reserves.

To promote the conservation of butterflies and moths as ‘quality of life’
indicators and indicators of a healthy and biologically diverse environment to
government, voluntary bodies, and the public.

To encourage the public enjoyment of butterflies and moths, and through them
raise awareness of the environment and the need to develop sustainable
lifestyles.

Butterfly Conservation achieves these aims by providing advice to land owners and
managers, conducting research and running national recording and monitoring
schemes, disseminating information, managing land and acquiring nature reserves,
influencing planning and policy decision making, raising public awareness and
education.

Our Priority Action Plan has five main elements, each of which are reported on
below:

1 Conserving butterflies, moths and their habitats.

S

Membership growth and volunteer development.
Raising awareness of the Society and its goals.
Increasing income.

Core services and management of the charity.

Conserving butterflies, moths and their habitats
Our overall priorities are to:

Focus on the practical conservation of our most threatened butterflies and
moths at the landscape level to achieve sustainable biodiversity conservation
involving local stakeholders and businesses.

Continue to base our actions on the best available scientific evidence.
Underpin our work with a strong research programme.

Improve land use policies for butterflies and moths, and wildlife as a whole.
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Conserving butterflies, moths and their habitats (continued)
Work closely with local, regional and European partners to promote the
conservation of butterflies and moths and liaise with ecologists throughout the
world to share information.

Key progress in 2006/07
Conserving threatened species in key sites and landscapes

Continued our involvement in 67 landscape projects aimed at long term
conservation of threatened species (see figure below). This approach is
essential to ensure that species and ecosystems have the resilience to respond
to climate change.

Continued to act as Lead Partner for the 63 most endangered butterflies and
moths listed in the UK Biodiversity Action Plan (UK BAP).

Several threatened species showed signs of recovery following targeted
conservation effort. A major success is the conservation of the globally
endangered Large Blue which has now been restored to over 11 core sites
where over 10,000 adults flew in 2006. Other successes include the recovery of
the Adonis Blue and Silver-spotted Skipper after decades of decline and the
regional recovery of the High Brown Fritillary and Heath Fritillary.

Secured funding from The Tubney Charitable Trust to begin a major new
landscape project to conserve woodland butterflies and moths in south-east
England.

Following our submissions last year, based on new information on the decline
or threat to numerous species, 14 butterflies and 131 moths have been
provisionally accepted as new Priority Species in the review of the UK BAP.

Provided advice on over 400 key sites throughout the UK.

The Heath Fritillary is one of our most threatened butterflies. On Exmoor the
number of colonies has increased from 5 to 12 since 2001 following guidance from
Butterfly Conservation staff and improved management by the National Trust,
Exmoor National Park Authority and other partners. (Photos: Jim Asher and Caroline Bulman)
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Objectives and activities (including achievements a nd performance) Year to 31 March

2007

Conserving butterflies, moths and their habitats (continued)
Key progress in 2006/07 (continued)
Recording and monitoring

100)

Index (1976

Published a major new book entitled The State of Butterflies in Britain and
Ireland. The book updates The Millennium Atlas of Butterflies with new data for
2000/04, bringing together for the first time complete data from the Butterflies
for the New Millennium recording scheme with population trends from the UK
Butterfly Monitoring Scheme, both run jointly with the Centre for Ecology and
Hydrology. Together they form one of the biggest datasets on an insect group
anywhere in the world with over 5 million records from over 10,000 recorders.

Launched the above book in May, with the Biodiversity Minister, Barry Gardiner
MP, which received substantial coverage in the media.

Published a suite of butterfly indicators based on the new collated dataset from
the UK Butterfly Monitoring Scheme. This forms the biggest dataset of its kind
anywhere in the world, comprising standard transect counts of butterflies from
over 1,000 sites, some with data stretching back over the last 30 years.

The Butterfly Indicator was adopted for the first time by government in its report
Working with the Grain of Nature — taking it forward (see below). A Butterfly
Indicator showing overall butterfly trends in Scotland was also produced for
Scottish Natural Heritage. Data was also supplied to the EU for a proposed
European Butterfly Indicator. Full details are available on www.ukbms.org.

Began a new Wider Countryside Monitoring pilot project aimed at developing a
new random sampling method to more effectively monitor the changing status
of widespread species across the general countryside.

Started to run Moths Count (which includes a National Moth Recording
Scheme), with major funding from the Heritage Lottery Fund, and recruited a
new team of experts to run the project.

Ran National Moth Night in conjunction with Atropos on 23 September, which
included over 50 public events throughout the UK. Details can be found at
www.nationalmothnight.info.

Populations of butterflies in England 1976-2005

The Butterfly Indicator
published in the England
Biodiversity Strategy shows
that habitat specialist
butterflies have declined on
average by 30% over the last
15 years, while generalists
$ 388§ 838868683 may be increasing due to
ST e e Rs climate change.

1976

1978

1980
98:

All species (42) Specialists (19)
Generalists (23) = = =|ndex (1976=100)
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Objectives and activities (including achievements a

2007

Conserving butterflies, moths and their habitats
Key progress in 2006/07 (continued)
Recording and monitoring (continued)

nd performance) Year to 31 March

(continued)

We started Moths Count, which includes a
new National Moth Recording Scheme that will
collate a wealth of data from existing recorders
as well as encouraging public participation
through an online Garden Moths Count to be
fronted by our Vice President, Alan
Titchmarsh.

For details see www.mothscount.org

Collaborative Research

Collaborated with several Universities using our data to conduct research on
key issues such as climate change and declining species such as the Wall,
Silver-spotted Skipper, Silver-studded Blue and Marsh Fritillary.

Published a joint study with Dr Aldino Franco at the University of York, which
showed that the Mountain Ringlet, Northern Brown Argus and Scotch Argus are
responding to climate change. The former is tending to shift its distribution
upwards on mountains while the latter two species are retreating northwards.

We contributed to a major new study with the Oxford University Wildlife and
Conservation Research Unit into the decline of widespread moths, funded by
the Esmée Fairbairn Foundation.

Disseminating information

Produced The State of Britain’s Butterflies 2007 report to summarise the
findings of The State of Butterflies in Britain and Ireland, and circulated this to
thousands of conservation partners, policy makers, politicians, and landowners.

Following our report on The State of Britain’'s Larger Moths, an Early Day
Motion in the House of Commons calling for increased Government action to
conserve moths was signed by 115 MPs.

Produced series of species leaflets and identification guides in Scotland, Wales
and various regions of England.

Published Lepidoptera Conservation Bulletin, a review of progress in
conserving butterflies and moths in the UK (available from our website).

Securing and expanding our nature reserves

Purchased 60 hectares at Prees Heath Common in Shropshire, to establish a
nature reserve after a campaign lasting over ten years. This is the last refuge in
the region for the threatened Silver-studded Blue butterfly as well as containing
rare heathland habitat.

Butterfly Conservation



Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Conserving butterflies, moths and their habitats (continued)
Key progress in 2006/07 (continued)
Securing and expanding our nature reserves (continued)

Signed agreements for two new reserves at Mabie Forest in Dumfries and
Galloway, and at Ryton Wood Meadows in Warwickshire. The former site will
be run jointly with the Forestry Commission Scotland and provides good access
for the public to enjoy rare species such as the Pearl-bordered Fritillary and
Forester moth. The latter is a former industrial site with important populations of
species such as the Dingy Skipper.

Registered eligible BC reserves within the Single Payment Scheme and
established a Reserves Management Fund.

The Reserves Working Group continued to review the management of our 31
reserves and provide advice on practical management issues and health and
safety.

Wildflowers on former arable land at our Magdalen Hill Down Reserve in
Hampshire, where we are restoring 16 hectares of downland. (Photo: Lyn Fomison)

Habitat restoration gets under way at our new Prees Heath Reserve. A deep
plough brings up the sandy sub-soil ready for seeding with heathland plants. (Photo:
Stephen Lewis)
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Conserving butterflies, moths and their habitats (continued)
Key progress in 2006/07 (continued)
International activities

Continued to work with partners to run Butterfly Conservation Europe. Papers
were published on the trends of butterflies in Europe and on Prime Butterfly
Areas in Europe. Funds were raised from the Dutch government for a project to
identify Prime Butterfly Areas in Bulgaria. (for details see www.bc-europe.org)
Fundraising proposal submitted for core funding from the EU.

Formed a European Interest Group to co-ordinate the efforts of UK members
with an interest in European issues.

Obtained a grant from the Darwin Initiative to help develop a sustainable
forestry project in Ecuador.

Organisations from 20 countries agreed to join
as Network Partners of Butterfly Conservation
Europe and the Inaugural Meeting will be held in
Laufen (Germany) in October 2007.

Grassland butterflies like this Mazarine Blue have been adopted as indicators of
biodiversity across Europe. Their trends, collated by Butterfly Conservation Europe,
will be a key method of measuring progress towards the EU target of halting
biodiversity loss by 2010 (Photo Chris van Swaay).

Key targets not met

Report on the State of Butterflies in Wales carried forward into 2007.
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Conserving butterflies, moths and their habitats (continued)

Targets for 2007/08
Continue to take action for threatened species and deepen our involvement
in landscape scale projects, for example through the south-east woodlands
project.

Launch Moths Count in May with our President, Sir David Attenborough.
Run a public involvement project, Garden Moths Count, during late June.

Publish a UK butterfly indicator with the Department for Food and Rural
Affairs.

Hold the inaugural Meeting of Butterfly Conservation Europe Partners in
October and continue to seek funding to operate Butterfly Conservation
Europe and develop a pan-European Butterfly Indicator.

Continue to underpin our conservation work through evidence based
research, collaborating with Universities and research institutes.

Publish reports, research and management information.

Membership growth and volunteer development
Our overall priorities are to:

Achieve a steady increase in the number of long-term members of the Society.
Develop a comprehensive volunteering policy to focus effort.

Build on existing volunteer development programmes across the UK.

Key progress in 2006/07
Membership recruitment & retention

Implemented new Membership Strategy and increased membership by over
1,000 to reach a record high of over 12,000.

Maintained a very high retention rate of 94%.
Launched new successful membership recruitment incentives.

Introduced new membership categories to allow members more flexibility in
choosing the most relevant subscription to suit their needs.

Ran a successful campaign to convert subscription payments to direct debit.

Conducted a random questionnaire of members to help profile our members
and target future recruitment effort.

Ran a series of workshops to train Branch volunteers in membership
recruitment and publicity.

Provided Branches with a membership toolkit to enable them to increase
membership.

Butterfly Conservation



Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Membership growth and volunteer development (continued)
Key progress in 2006/07 (continued)

Our push on recruitment resulted in over 1,000 new members during the year

Volunteer Development and communication
Volunteer audit continued to show that BC volunteers contribute 77,000 person
daysl/year, equivalent to almost £5 million of work per year.

Successfully ran over 700 field trips and educational/training courses with our
Branches, volunteers and key partners, involving over 10,000 people,
maintaining the level from the previous year.

Held two successful and well-attended UK Branch Liaison meetings, 5
Regional Conservation Days and separate volunteer days for Branches in
Scotland and Wales.

Obtained additional funding to continue our project to recruit and develop
volunteers in the Cairngorms.

Issued new guidance to Branches on Health and Safety and Finance.

Butterfly Conservation



Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Membership growth and volunteer development (continued)
Key targets not met

Revision of Branch handbook carried forward into 2007 when the new Society
website is launched.

Targets for 2007/08
Continue to increase membership and maintain high retention rate.

Increase the number of members paying by Direct Debit.
Maximise membership opportunities from Garden Moths Count.
Introduce Branch pages on the website to replace the old Branch Handbook.

Continue to run training courses and provide support for our volunteers.

Raising awareness of the Society and its goals
Raising awareness of the Society’s aims is an important building block to enable us
to achieve lasting conservation of butterflies and moths. Our priorities are to:

Significantly increase the Society’s profile amongst new audiences.
Ensure a more consistent ‘branding’ of Butterfly Conservation

Develop an education strategy and publicity materials to promote greater public
awareness of Butterfly Conservation and its aims.

Key progress in 2006/07
Ran Save Our Butterflies Week to mobilise Branches for a concerted push on
publicity and membership. This alone achieved over 100 mentions in the press
and on television and radio.

Issued over 24 press releases and greatly increased coverage in media to over
500 mentions (including print, broadcast and websites).

Prepared for the launch in May 2007 of the Moths Count project with Sir David
Attenborough.

Continued to produce a range of informative leaflets, including a new day-flying
moths leaflet and species fact sheets.

Continued to successfully implement the Communications and Public Relations
Strategy.

Introduced Content Management System on key part of website.
Produced a tender brief for a new updated Society website.

Staff and Branches promoted the organisation at a number of events held
through the UK.

Appointed new magazine printers and brought editing in-house to reduce costs.

Appointed an education consultant to develop the teacher section of a new
Butterfly Education website.
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Raising awareness of the Society and its goals (continued)
Key progress in 2006/07 (continued)

Save Our Butterflies Week was
launched by our Vice President,
Chris Packham, in July

We produced a series of new
leaflets to raise awareness of
moths and butterflies.

Targets for 2007/08

Run Save Our Butterflies Week from 21 — 29 July 2007 maximising publicity
opportunities.

Plan our 40" anniversary celebrations for 2008 and link to Save Our Butterflies
Week.

Continue to increase the number of Press Releases and mentions of Butterfly
Conservation in the media.

Maximise publicity opportunities from Moths Count.
Launch a new, improved Butterfly Conservation website.

Develop interactive section of our education website, aimed at involving
children.

Butterfly Conservation



Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Increasing income

Securing the income we need to undertake the Society’s ambitious conservation
programmes will remain a challenge in an increasingly competitive funding
environment. Our priorities are to:

Secure the long term funding of existing staff and conservation programmes.

Build financial reserves to cover at least 6 months of expenditure as a
contingency and to enable us to take opportunities that may arise.

Develop fresh sources of unrestricted core income.

Expand the activities of the Development Board to raise unrestricted income to
support our growing conservation programmes.

Key progress in 2006/07
Spent £1.7 million on our conservation programmes, over 84% of expenditure.

Ran a successful Gift Aid campaign to increase income from our existing
members.

Successfully negotiated a grant from the Countryside Council for Wales to
continue our conservation team in Wales.

Submitted 15 applications to Scottish Trusts to broaden the funding base for
our work in Scotland.

Submitted an application to Natural England to continue our core butterfly and
moth teams in England.

Raised funds for a major new project to conserve woodland butterflies and
moths in south-east England and submitted a proposal to the Heritage Lottery
Fund.

Developed a new Oxfordshire Grassland project to start in 2007/08.
Raised a total of £29,329 through the Development Board.
Received income from 8 legacies and pledges for 27 new legacies.

Launched a new appeal to raise work focusing on Britain’s ‘Magnificent Seven’
blue butterflies, raising over £9,000 by 31 March 2007.

Voted Charity of the Year 2007 by staff at the company Cemex and began a
new funding programme with them.

Continued successful corporate sponsorship programmes with NFU Mutual and
Naturetrek holidays, and established a new scheme to encourage the recycling
of used mobile phone to generate valuable unrestricted income.

Developed a funding application to Grantscape for a major landscape project to
conserve the High Brown Fritillary on the Morecambe Bay Limestones in NW
England.

In partnership with the Forestry Commission, secured funding for a landscape
project in the Wyre Forest in the West Midlands.
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Objectives and activities (including achievements a

2007

Increasing income (continued)
Targets for 2007/08

Launch 40" anniversary appeal.

nd performance) Year to 31 March

Raise funds to continue to employ core Species Advisory staff in England,

Scotland and Northern Ireland.

Obtain full funding for the SE woodland project and other landscape
conservation projects e.g. South Wales Coalfields and the Morecambe Bay

Limestones.

Build on the success of the Development Board and raise annual income of

£50,000.

Maintain an ongoing programme promoting the importance of legacy income

among our members and supporters.

Run a new innovative campaign to encourage more members to sign up to Gift

Aid.

Develop fresh sources of unrestricted funding to help meet the essential

operational costs of the Society.

Each year Butterfly
Conservation receives
valuable income from gifts left
to the Society by our
members and supporters in
their Wills. If you would like to
learn how to make a
difference for butterflies and
moths by remembering
Butterfly Conservation in your
Will, please contact David
Bridges: by telephone on
01403 256175 or write to him
at our Head Office in Dorset.
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Core services and management of the charity
The rapid growth of the Society’s work has placed considerable pressure on its
core administrative services and management systems. Our priorities are to:

Maintain good governance of the Society by Council Members and Branch
Committee Members.

Maintain a Business Plan to reflect the complexity of the Society’s business.

Review existing financial and administrative systems to ensure the Society
continues to make rapid progress in its mission.

Maintain an effective and motivated work force capable to deliver the Society’'s
ambitious plans.

Key progress in 2006/07
Reviewed and updated the Priority Action Plan in consultation with staff and
Council Members.

Procedures for reconciling our Exchequer accounting software and membership
database were successfully implemented.

Continued one-to-one training of new Branch Treasurers to ensure uniformity in
financial reporting

Reviewed the Society's banking arrangements to consolidate Head Office and
Branch bank accounts.

Improved IT hardware and software including an upgrade to a new version of
Progress, the membership database.

Updated IT procedures were put into operation.
Improved the structure of the finance and administration teams.

Continued to improve the pay and grading system to allow staff annual
incremental increases within a band.

Staff policies were updated to include all new employment legislation.

Annual meeting held with line managers to improve systems and
communications.

Butterfly Conservation was rated in the Top
10 charities, based on the transparency and
quality of our annual report, according to the
independent website:
www.intelligentgiving.com
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Objectives and activities (including achievements a nd performance) Year to 31 March
2007

Core services and management of the charity  (continued)

Key targets not met
Plans to update the Society’s Business Plan were deferred to 2007/08 when
the outcome of a number of major grant applications will be known.

Placing the Branch handbook on the website was postponed to become part of
the new website in 2007/08.

Update of the staff handbook was deferred due to the development of the staff
area on the new website.

Due to plans to change the Society’s main bankers the introduction of BACS
and paperless Direct Debit were deferred.

Targets for 2007/08
Carry out Council Member skills audit to ensure adequate experience across all
levels at Council.

Update the Society’s Business Plan to cover 2007-10.

Update staff handbook in response to changing legislation and place in staff
area of the new website.

Introduce BACS and paperless Direct Debit.
Consolidate the Head Office and Branch bank accounts into a group account.

Review staffing levels in the finance and administration teams in line with new
conservation projects.
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Financial Review Year to 31 March 2007

Financial Overview

The Statement of Financial Activities (SOFA) on pages 35 and 36 and the Balance
Sheet on page 38 have been prepared in accordance with the Statement of
Recommended Practice (SORP) 2005.

The Statement of Financial Activities (SOFA) on page 35 records the results of a
very successful year, although one not entirely without some significant concerns.

Every income line in the SOFA except one records an increase, the only exception
being the heading ‘Other primary purpose trading’, which in 2005/06 included
receipts of £39k from our International Symposium. Excluding the necessarily
variable figures for legacies, total income rose by over 30% to just over £2.6
million.

The largest increase, of 47%, was achieved in ‘Grants receivable for Conservation’,
where the significant new grants were of £300k from Grantscape for the acquisition
of the reserve at Prees Heath, £158k of new funding from Natural England, £41k
from the Esmée Fairbairn Foundation for our regional work and £38k from the
Heritage Lottery Fund for early work in setting up the National Moth Recording
Scheme. We are grateful to these funders for their support and proud of this
endorsement of the quality of our work.

We achieved a 42% increase to £211k in receipts for ‘Contracts and Royalties’.
This total contains a wide variety of Management Agreements, Agricultural Support
Receipts and Service Contracts, among which is important work on developing a
Butterfly Indicator for Scotland.

A healthy 14% increase in Membership Subscriptions reflects the impact of
modestly increased subscription rates and changes in membership categories
introduced in 2006, together with the very pleasing results of our new Membership
Strategy, which are described in the Report of the Council on page 18.

Our continued efforts to increase the proportion of our subscriptions and donations
received under the Gift Aid scheme have also been fruitful with approaching 75% of
members now signed up. It is to be regretted that the Chancellor of the
Exchequer’s decision to lower the basic rate of tax will reduce the amount of Gift
Aid benefit to charities by 11% from April 2008.

Lastly, but by no means least, our receipts from ‘Investment income and interest’
rose by 17% to £156k. Here we benefited from increased interest rates and higher
cash balances together with increased dividends from the equity investments in the
Endowment Fund.

Total expenditure in 2006/07 rose by 11% to exceed £2 million for the first time.
Even more pleasing than the achievement of this numerical milestone was the fact
that spending on Conservation rose by 13% to £1.7 million, 84% of the total. As
reported elsewhere, our staff numbers increased by 6 in 2006/07 and all of these
are involved in Conservation. The real benefits of these increases and this focus
are detailed elsewhere in the Report of the Council.
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Financial Review Year to 31 March 2007

Financial Overview (continued)

The concerns referred to earlier arose towards the end of the financial year as
agreements with two of our major funders in the statutory sector approached their
termination date of 31 March 2007. Both agencies raised doubts about the level of
their support beyond that date, which in turn raised doubts about our ability to
continue with present activities into the current financial year. In both cases we
have secured new agreements, although in one case, where a new four-year
agreement has been reached, the terms include a three-month notice period, which
is an unsettling development for Council members and staff alike.

Such significant uncertainties are much in our minds when we consider our
Financial Reserves Policy, which is set out below, and our Fundraising Strategy.
As recorded in the Financial Reserves Policy, we held £868,826 of unrestricted
general funds at 31 March 2007 and judge that the prudent level needed to support
our planned activity is £1,020,000. The gap has been narrowed significantly in
2006/07 but we remain mindful that it has not been closed.

Council members are pleased to record their thanks to all staff for their work in
securing an excellent financial result for 2006/07, achieving both the substantial
conservation gains recorded earlier in this Report and an increase of £249,732 in
the unrestricted general funds of the charity.

Tangible fixed assets
Acquisitions and disposals of tangible fixed assets during the year are recorded in
the notes to the financial statements.

Investment policy

At 31 March 2007 the Society had a portfolio of investments, classified partly as
fixed asset investments and partly as current asset investments, with a market
value of £1,938,922 (2006 - £1,899,245), the majority of which were managed by
Brewin Dolphin.

There are no restrictions on the Society’s power to invest. The investment strategy
is set by the members of Council and takes into account income requirements, the
risk profile and the investment manager’'s view of the market prospects in the
medium term. The overall investment policy is to seek the maximum level of
income from a diversified portfolio that is consistent with the aim of achieving
growth of that income in future years at least in line with inflation as measured by
the Retail Price Index.

Representatives of Council monitor the level of investment income and review the
overall performance of the portfolio, discussing these with the investment
managers as necessary.

The review of results for the year to 31 March 2007 concluded that the investment
performance achieved in the year had been satisfactory and that the investment
policy of the Society had been met.
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Financial Review Year to 31 March 2007

Reserves policy
At 31 March 2007 the Society had total funds of £4,652,448 (2006 - £3,980,017).

These funds included our permanent endowment of £1,781,850 (2006 -
£1,733,300), which will provide future income for the Society.

Restricted funds totalled £1,129,896 (2006 - £827,590) and represented assets,
including freehold nature reserves, purchased in accordance with the terms of
specific gifts amounting to £301,174 (2006 - £68,755).

The Society’s unrestricted funds at 31 March 2007 amounted to £1,740,702 (2006 -
£1,419,127).

However, these funds include £332,716 (2006 - £323,717) representing freehold
nature reserves and other tangible fixed assets. These are central to the Society's
charitable activites and the funds would not be available to meet future
contingencies should they arise.

The Council has designated a total of £539,160 (2006 - £476,316) in the following

funds:
Fund £
Branch Fund 246,843
Conservation Staff Sustainability Fund 30,000
Development Board Fund 39,510
European Interest Group 186
Legacy Fund 157,796
Life Fund 51,343
Nature Reserves Fund 13,086
Save our Butterflies Fund 396

All Funds (excluding the Branch Fund, the Conservation Staff Sustainability Fund
and the Nature Reserves Fund) are head office designations of past donations and
legacies used to finance general expenditure. The Branch Fund comprises monies
that the Council has committed for work undertaken by the Society’s branches. The
Conservation Staff Sustainability Fund comprises of monies that Council has
committed to funding key conservation staff. The Nature Reserves Fund comprises
of monies from a percentage of BC's agricultural support income and other relevant
sources including monies committed by Council for work on BC'’s nature reserves.

The funds available for meeting ongoing future expenditure, therefore, total
£868,826 (2006 - £619,094).

Butterfly Conservation has reviewed its Financial Reserves Policy to take account
of the rapid recent growth in the Society’s work and the requirement to ensure a
prudent level of reserves is maintained to meet potential future liabilities. Council
has calculated that it needs to hold financial reserves of £1,020,000 (2006 -
£940,000), to include a contingency to underpin essential future conservation
activity. This increase in reserves will be achieved through careful financial
management and budgetary control.
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Financial Review Year to 31 March 2007

Reserves policy _(continued)
These reserves are required to maintain the Society’s essential conservation
activities in the event of fluctuations in grant income within the next financial year.

The target level of reserves takes account of:

The development of a National Butterfly Reserve.

Unexpected opportunities to acquire important areas of habitat for butterflies
and moths as nature reserves.

Unbudgeted and uninsured contingencies arising from damage to or loss of the
Society’s fixed assets, including 31 nature reserves.

Failure to achieve budgeted income during the 12 months to 31 March 2008.

Much of the Society’'s work is undertaken through Restricted Funds. Controls
are in place to minimise the risk of unbudgeted calls on General Funds to make
good any shortfalls, but a reserve equal to 10% of the annual expenditure in
this area is regarded as prudent.

Uncompleted contract work.

Contingency planning for possible decrease in funding levels due to current
uncertainty in major funding sources.

BC commitments to overheads in major new projects.

Over the next five years, the Society’s expenditure is expected to continue to grow
alongside fundraising requirements to seek funding for key conservation posts.
Major new areas of expenditure are likely to arise from:

Purchase and development of a National Butterfly Reserve.

Further expansion of the network of Regional Officers.

Appointment of additional key staff, including a Director of Regions and an
Education Officer.

Improvements to visitor and interpretative facilities at Butterfly Conservation
reserves.

Increasing educational and promotional activity.
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in-kind
A & N Daniell Charitable Trust
Action Earth
Anglian Lepidopterist Supplies
Apollo Books
Argyll and Bute Council
Association for Study of Animal Behaviour
AstraZeneca
Atropos
Awards for All
B & S Entomological Services
Berwick Wildlife Group
Big Lottery Fund
BioRegional Charcoal Company Ltd
BP Foundation
Brecon Beacons National Park Authority
British Entomological and Natural History Society
British Nuclear Group
British Trust for Ornithology
British Wildlife Publishing
C James Cadbury Trust
Cairngorms Biodiversity Partnership
Cairngorms LEADER +
Cairngorms National Park Authority
Captain J.G.G.P. Elwes Charitable Trust
Carmarthenshire County Council
Catfield Parish Council
Cell Creative
Center Parcs
Chalk and Cheese LEADER +
Colin Reid Trust
Countryside Council for Wales
D G Albright Charitable Trust
Dartmoor National Park Authority

Department for Environment, Food and Rural Affairs

Devon Wildlife Trust

Dorset AONB

Dumfries & Galloway Biodiversity Partnership
Durham County Council

East Kent Farms
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Environment and Heritage Service
Esmée Fairnbairn Foundation
Exmoor National Park Authority
Forestry Commission

Forestry Commission Scotland
Frampton Country Fair

g sponsorship or gifts-

Friends of Boxhill Association

Gatwick Airport Community Trust
Glamorgan Moth Recording Group
Glasgow City Council

Grantscape

Hampshire County Council
Herefordshire Rivers LEADER +
Heritage Lottery Fund

Higher Heath Retirement Club
Highland Biodiversity

Isle of Man Government

Joint Nature Conservation Committee
Kenneth Hargreaves Trust

Leach Nol14 Trust

Leggett Trust

London Biodiversity Partnership
MapMate, Teknica (UK) Ltd

Marsh Christian Trust

Meadow Landscapes Ltd

Milton Community Woodland Trust
Miss K M Harbinson's Charitable Trust
Mrs E M Davidson Trust

Natural England

Natural Environment Research Council
Natural History Museum

Naturetrek Ltd

NFU Mutual

North Highland LEADER +

Northern Ecological Services
Objective 1 (European Fund)
OWNWOOD woodlands.co.uk
Peregrine Productions

Portchester Civic Society

Portsmouth City Council

Restore UK

Royal and Ancient Golf Club of St Andrews
Royal Entomological Society

Royal Society for the Protection of Birds
S Hatch Charitable Trust
Scarborough Field Naturalists' Society
Scottish Natural Heritage

Scottish Power

Shropshire Wildlife Trust

Snowdonia National Park Authority
Southern Water

The 1989 Willan Charitable Trust
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in-kind (continued)
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The Vincent Wildlife Trust
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UshopUgive
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Welsh Development Agency
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Women's Institute (Cliddesden)
Woodpeckers Trust

Yorkshire Agricultural Society
Yorkshire Naturalists' Union

g sponsorship or gifts-

Corporate Members
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Coda Systems Ltd
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Ernest Charles
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Martin-Baker Aircraft Co Ltd
McArthur Group Ltd

Naturetrek
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The Ernest Kleinwort Charitable Trust
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The Travelling Naturalist

The Weld Estate

Three Valleys Water plc

UKAEA

Legacies
Winifred Jessie Allen

Francis Christian Craske
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A J Oliver
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Richard John Ryan
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Auditors
The auditors, Buzzacott, will be proposed for re-appointment in accordance with
Section 385 of the Companies Act 1985.

For and behalf of the Council

Dudley Cheesman
Chairman

Julie Williams
Secretary

Approved by the Council on: 14 July 2007
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Independent auditors’ report 31 March 2007

Report of the independent auditors to the members o f Butterfly Conservation

We have audited the financial statements on pages 35 to 56 which have been
prepared under the historical cost convention, as modified by the inclusion of
investments at market value, and the accounting policies set out on pages 39 to 42.

This report is made solely to the company's members, as a body, in accordance
with Section 235 of the Companies Act 1985. 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 auditors’ 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 the Council and inde pendent auditors

As described on page 8 the Council, members of which are also directors for the
purposes of company law and trustees for the purposes of charity legislation, is
responsible for the preparation of the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice).

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 and are properly prepared in accordance with the Companies Act 1985.
We also report to you if, in our opinion, the Report of the Council is not consistent
with the financial statements, if the charity 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 remuneration of members of
Council and transactions between them and the charitable company is not
disclosed.

We read other information in the Report of the Council and consider whether it is
consistent with the audited financial statements. We consider the implications for
our report if we become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our responsibilities do not extend to
any other information.

Basis of 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 Council 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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Independent auditors’ report 31 March 2007

Report of the independent auditors to the members o f Butterfly Conservation
(continued)

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

Opinion
In our opinion the financial statements:

give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the charitable company’s state of affairs as at
31 March 2007 and of its incoming resources and application of resources,
including its income and expenditure, in the year then ended;

have been properly prepared in accordance with the Companies Act 1985; and

the information given in the Report of the Council is consistent with the financial
statements.

Buzzacott

Chartered Accountants and Registered Auditors

12 New Fetter Lane

London

EC4A 1AG 14 July 2007
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Statement of financial activities Year to 31 March 2007

Unrestricted Restricted  Endowment 2007 2006
funds funds funds Total Total
Notes £ £ £ £ £
Incoming resources
Incoming resources from generated funds
. Voluntary income 1 326,539 127,312 — 453,851 374,476
. Activities for generating funds 1 33,370 1,257 — 34,627 33,217
. Investment income and interest receivable 1 129,459 26,980 — 156,439 134,134
Incoming resources from charitable activities
. Conservation activities - grants receivable 2 22,769 1,403,641 — 1,426,410 967,830
. Contracts and royalties 163,415 47,801 — 211,216 148,525
. Other primary purpose trading 62,631 2,399 — 65,030 79,987
. Membership subscriptions 305,107 — — 305,107 268,814
Other incoming resources 2,859 754 — 3,613 2,123
Total incoming resources 1,046,149 1,610,144 — 2,656,293 2,009,106
Resources expended 3
Cost of generating funds
. Costs of generating voluntary income 35,854 10,311 — 46,165 39,486
. Fundraising trading: cost of goods sold
and other costs 4,488 1,448 — 5,936 5,911
. Investment management costs 916 263 — 1,179 1,179
Charitable activities
. Conservation 380,126 1,329,569 — 1,709,695 1,513,463
. Membership services 151,323 48,142 — 199,465 199,119
Governance 52,430 18,669 — 71,099 65,290
Total resources expended 625,137 1,408,402 — 2,033,539 1,824,448
Net incoming resources before transfers 4 421,012 201,742 — 622,754 184,658
Transfers between funds 13 (100,564) 100,564 — — —
Net incoming resources before
net investment gains 320,448 302,306 — 622,754 184,658
Net investment gains 1,127 — 48,550 49,677 238,125
Net movement in funds 321,575 302,306 48,550 672,431 422,783
Balances brought forward
at 1 April 2006 1,419,127 827,590 1,733,300 3,980,017 3,557,234
Balances carried forward
at 31 March 2007 1,740,702 1,129,896 1,781,850 4,652,448 3,980,017
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Statement of financial activities (continued) Year to 31 March 2007

2007 2006

Total Total

funds funds

Statement of historical cost net movement in funds £ £

Net movement in funds (page 35) 672,431 422,783

Unrealised gains on investments (42,257) (231,338)
Difference between realised gains/losses based on historical cost and

the actual realised gains/losses based on the revalued amounts 72,200 30,881

Historical cost net movement in funds 702,374 222,326

All of the charity’s activities derived from continuing operations during the above two financial
periods.

The charity has no recognised gains and losses other than those shown in the consolidated
statement of financial activities and therefore no separate statement of total recognised
gains and losses has been presented.
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Summary income and expenditure account Year to 31 March 2007

2007 2006

Total Total

funds funds

£ £

Total income of continuing operations 2,656,293 2,009,106

Total expenditure of continuing operations (2,033,539) (1,824,448)
Net income for the period before investment asset

disposals 622,754 184,658

Gains on disposal of investment assets 7,420 6,787

Net income for the period 630,174 191,445

Total income comprises £1,046,149 (2006 - £953,987) for unrestricted funds and
£1,610,144 (2006 - £1,055,119) for restricted funds. A detailed analysis of income
by source is provided in the statement of financial activities.

Detailed analyses of the expenditure are provided in the statement of financial
activities and note 3.

The summary income and expenditure account is derived from the statement of
financial activities on page 35 which, together with the notes to the financial
statements on pages 43 to 56, provides full information on the movements during
the period on all the funds of the charity.
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Balance sheet 31 March 2007

2007 2006
Notes £ £

Fixed assets
Tangible assets 7 639,582 392,472
Investments 8 1,781,850 1,733,300

2,421,432 2,125,772

Current assets

Stocks 13,514 12,451
Debtors 9 423,429 375,359
Investments 10 157,072 165,945

Cash at bank and in hand

. Short term deposits and interest
bearing accounts 1,252,141 1,052,360

. Current accounts 502,364 415,677

2,348,520 2,021,792
Creditors : amounts falling due

within one year 11 (117,504)  (167,547)
Net current assets 2,231,016 1,854,245
Total net assets 4,652,448 3,980,017

Represented by:
Funds and reserves
Charitable funds
Capital funds

Endowment fund 12 1,781,850 1,733,300
Income funds
Restricted funds 13 1,129,896 827,590
Unrestricted funds
. General fund 868,826 619,094
. Tangible fixed assets (including

freehold nature reserves) fund 14 332,716 323,717
. Designated funds 15 539,160 476,316
Total funds 4,652,448 3,980,017

Approved by the Council and signed on its behalf by:

Dudley Cheesman
Chairman

Approved on: 14 July 2007
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Principal accounting policies 31 March 2007

Basis of accounting

The financial statements have been prepared under the historical cost convention,
as modified by the inclusion of investments at market value, and in accordance
with the requirements of the Companies Act 1985. Applicable United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)
and the Statement of Recommended Practice “Accounting and Reporting by
Charities” (SORP 2005) have been followed in the preparation of the financial
statements.

Incoming resources and transfers to/from designated funds

Incoming resources are recognised in the period in which the charity is entitled to
receipt and the amount can be measured with reasonable certainty. Income is
deferred only when the charity has to fulfil conditions before becoming entitled to
it or where the donor or funder has specified that the income is to be expended in
a future accounting period.

Grants from government and other agencies have been included as income from
charitable activities where these amount to a contract for services or where the
money is given in response to a specific appeal or for a particular purpose. Grants
from government and other agencies are included as donations where they are
given with greater freedom of use, for example monies for core funding.

Legacies are included in the statement of financial activities when the charity is
advised by the personal representative of an estate that payment will be made or
property transferred and the amount involved can be quantified. Each year, an
amount equivalent to the legacies credited to the statement of financial activities
is transferred to the Legacy Fund, a designated fund. Each year, a transfer from
each legacy is made back to the general fund, for a period of five years. However,
if a legacy has not actually been received this part of the transfer is deferred.

Annual membership subscriptions are credited to the statement of financial
activities on a receipts basis. This approach avoids any complexity that might be
encountered if an accruals basis were applied and, in the opinion of the members
of Council, results in a figure which is not materially different from that which
would be achieved by using an accruals basis.

Subscriptions received from life benefactors are credited to the statement of
financial activities when received and an equivalent amount is transferred to a
designated fund — the Life Fund. Each year, a transfer is made back to the
general fund, equal to one tenth of the fund balance, to finance general
expenditure.
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Principal accounting policies 31 March 2007

Incoming resources and transfers to/from designated funds (continued)
Donations received from Development Board appeals or events are credited to
the statement of financial activities when received and an equivalent amount is
transferred to a designated fund — the Development Board Fund. Each year, an
amount equal to one fifth of the balance is transferred back to the general fund.

Expenditure is included in the statement of financial activities when incurred and
includes any attributable VAT which cannot be recovered.

Resources expended comprise the following:

a. The costs of generating funds comprise the costs associated with generating
voluntary income, fundraising trading costs and the fees paid to investment
managers in connection with the management of the charity’s listed
investments. It includes costs that can be allocated directly to such activities
and those indirect costs necessary to support them (see d. below).

b. The charitable activities comprise expenditure on the charity’'s primary
charitable purposes as described in the Report of the Council i.e. conservation
and membership services.

It includes both costs that can be allocated directly to such activities and those
indirect costs necessary to support them (see d. below).

| c._Governance costs comprise the costs incurred with the governance<- {
arrangements of the charity. These costs include audit, legal advice, costs

associated with meeting constitutional and statutory requirements and the
costs associated with the strategic management of the charity.

d. Support costs are those costs which enable fund generating and charitable
activities to be carried out. These costs include finance, human resources,
property management and information technology. Where expenditure
incurred relates to more than one cost category it is apportioned using the
most appropriate basis.

Contributory Third Party (CTP) and Landfill Tax cre  dits

Funds collected as third party contributions towards projects, which will be funded
by Landfill Tax Credits, are not regarded as an incoming resource but are shown
as a liability on the balance sheet. They will be transferred in due course to
Entrust (the regulator of the Landfill Tax Communities Fund) in order to release
further funds under the Landfill Tax credit scheme.

Cash flow

The financial statements do not include a cash flow statement because the
charity, as a small reporting entity, is exempt from the requirement to prepare
such a statement under Financial Reporting Standard 1 ‘Cash flow statements’.
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Principal accounting policies 31 March 2007

Tangible fixed assets
All assets costing more than £2,000 (2006 - £2,000) and with an expected useful
life exceeding one year are capitalised.

Depreciation is provided on cost at the following annual rates in order to write off
each asset over its estimated useful life:

Office equipment,
plant and machinery 20-25% straight-line

No depreciation is provided on freehold land.

Investments

Investments are included on the balance sheet at their market value at the end of
the financial period. Realised and unrealised gains (or losses) are credited (or
debited) to the statement of financial activities in the year in which they arise.

Stocks
Stocks of books and stationery for resale are valued at the lower of cost and
estimated net realisable value.

Fund accounting

The endowment fund comprises monies which must be held as capital
indefinitely. The income therefrom may be used for general purposes and is
credited directly to unrestricted funds.

The restricted funds are monies raised for, and their use restricted to, a specific
purpose, or donations subject to donor imposed conditions. Transfers between
restricted funds and the tangible fixed assets fund are explained below. Transfers
between restricted and other unrestricted funds are explained in note 13 to the
financial statements.

The general fund comprises those monies which may be used towards meeting
the charitable objectives of the charity and may be applied at the discretion of the
Council.

The tangible fixed assets fund represents the net book value of those tangible
fixed assets which are not part of the endowment or restricted funds of the
charity. A new capital acquisitions policy was introduced during the year ended 31
March 2006. Each year one tenth of the cost of all land purchased from restricted
funds will be transferred to the tangible fixed assets fund unless there is a specific
deed/covenant in place to derestrict the asset. The charity has adopted a formal
policy of assessing all assets donated, other than cash, and valuing for account
purposes only those with material value to the charitable work of the organisation.
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Principal accounting policies 31 March 2007

Fund accounting (continued)

The designated funds are monies set aside out of the general fund and
designated for specific purposes by the Council. The policies for transfers to and
from designated funds are explained above under ‘incoming resources and
transfers to/from designated funds" or in note 15 to the financial statements.

Leased assets

Rentals applicable to operating leases where substantially all of the benefits and
risks of ownership remain with the lessor are charged to the statement of financial
activities in equal annual amounts over the lease term.

Pension costs

Contributions by the company in respect of employees’ personal pension plans
and stakeholder schemes are charged to the statement of financial activities in
the year in which the expenditure is accrued.

Butterfly Conservation



Notes to the financial statements Year to 31 March 2007

1] Analysis of income from generated funds - {
Unrestricted  Restricted 2007 2006
funds funds Total Total
£ £ £ £
Voluntary income
Donations 263,003 127,312 390,315 335,562
Legacies 63,536 63,536 38,914

326,539 127,312 453,851 374,476

Activities for generating funds
Sale of goods/services - non-charitable

material 11,568 — 11,568 14,471

Royalties and sponsorship - non primary

purpose 4,158 — 4,158 4,753

Fundraising 17,644 1,257 18,901 13,993
33,370 1,257 34,627 33,217

Investment income and interest

receivable

UK equities 53,209 — 53,209 41,677

UK government stock and fixed interest 35,300 — 35,300 37,678

UK common investment funds 6,986 — 6,986 6,980
95,495 — 95,495 86,335

Bank interest 33,964 26,980 60,944 47,799

Total 129,459 26,980 156,439 134,134

iConservation activities — grants receivable

Unrestricted  Restricted 2007 2006
funds funds Total Total
£ £ £ £
Action Earth 50 — 50 —
Awards for All — 16,681 16,681 13,542
Big Lottery Fund — Breathing Spaces — 10,000 10,000 —
Blackdown Hills AONB — — — 6,352
Blaenau Gwent County Borough Council — — — 1,000
Brecon Beacons National Park Authority — 1,000 1,000 2,500
British Entomological and Natural History
Society — 2,000 2,000 —
British Nuclear Group 1,000 — 1,000 —
British Trust for Ornithology — 4,000 4,000 —
Cairngorms LEADER + — 5,662 5,662 10,597
Cairngorms National Park Authority — — — 25,000
Carmarthenshire County Council 758 — 758 1,455
Catfield Parish Council — 240 240 —
Chalk and Cheese LEADER + — 4,965 4,965 —
Conwy County Borough Council — — — 242
Countryside Access — — — 300
Countryside Council for Wales — 126,634 126,634 133,156
CYMAD — — — 900
Dartmoor National Park Authority — 17,700 17,700 10,000
Balance carried forward 1,808 188,882 190,690 205,044 7 {
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Notes to the financial statements Year to 31 March 2007

Q_Conservation activities — grants receivable (continued)

Unrestricted  Restricted 2007 2006
funds funds Total Total
£ £ £ £
Balance brought forward 1,808 188,882 190,690 205,044
Department for Environment, Food and
Rural Affairs 3,241 5,748 8,989 96,212
Dorset AONB — 2,373 2,373 730
East Kent Farms 700 — 700 —
Environment Agency 750 — 750 29,578
Environment Heritage Service — 45,665 45,665 32,091
Esmée Fairbairn Foundation — 137,239 137,239 96,085
Exmoor National Park — 8,000 8,000 9,000
Folkestone and Dover Water Services Ltd — — — 1,664
Forestry Commission 400 10,757 11,157 400
Gatwick Community Trust — 600 600 —
Glasgow County Council — 2,000 2,000 —
Grantscape — 300,381 300,381 —
Hampshire County Council 7,079 — 7,079 2,000
Herefordshire Rivers LEADER + — 17,835 17,835 4,770
Heritage Lottery Fund — 85,307 85,307 47,125
Highland Biodiversity 292 — 292 —
Inverness-shire Nairn Badenoch &
Strathspey Enterprise — — — 1,000
Isle of Man Government 300 — 300 —
Joint Nature Conservation Committee — 5,200 5,200 5,500
Lomond & Rural Stirling LEADER + — (438) (438) 10,950
London Biodiversity Partnership 750 — 750 —
Natural England 2,025 430,949 432,974 274,572
Natural Environment Research Council 50 — 50 —
North Highland LEADER + — 13,458 13,458 8,399
North York Moors National Park Authority — — — 2,000
Portsmouth County Council 300 — 300 —
Royal and Ancient Golf Club of St Andrews 2,000 — 2,000 —
Restore UK 2,000 — 2,000 —
Royal Bank of Scotland — — — 250
Royal Society for the Protection of Birds — 1,700 1,700 1,700
Scottish Executive — — — 10,000
Scottish Natural Heritage — 98,174 98,174 100,447
Shropshire Wildlife Trust 215 — 215 —
Southampton City Council — — — 1,200
Southern Water — 1,000 1,000 —
Stirling Council — — — 3,250
The Nadair Trust — 20,364 20,364 9,385
Ulster Museum 843 — 843 328
University of Oxford — — — 300
Vale of Glamorgan County Borough
Council — 5,540 5,540 —
Welsh Assembly Government — 8,740 8,740 —
Welsh Development Agency — 8,607 8,607 9,095
West Midlands Biodiversity Partnership 16 — 16 545
Whelk LEADER + — 5,560 5,560 4,210

22,769 1,403,641 1,426,410 967,830
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Notes to the financial statements Year to 31 March 2007

iResources expended
Generating Fund-  Investment Member-

Basis of voluntary raising manage- Conser- ship Total Total
allocation income trading  ment costs vation services Governance 2007 2006
Costs directly allocated to activities £ £ £ £ £ £ £ £
Staff costs Direct — — — 716,675 40,943 — 757,618 644,439
Fundraising Direct 14,153 4,174 — 23,319 — — 41,646 32,642
Membership recruitment Direct — — — — 19,320 — 19,320 7,026
Marketing and publicity Direct — — — 8,910 — — 8,910 11,332
Investment management charges Direct — — 1,000 — — — 1,000 1,000
Management conservation Direct — — — 425,157 — — 425,157 378,863
Information and education Direct — — — 18,530 3,255 11,551 33,336 61,548
Newsletter production and distribution Direct — — — — 72,347 — 72,347 89,717
Membership servicing Direct — — — — 7,578 — 7,578 6,140
Legal and professional Direct — — — — — 14,030 14,030 12,332
Other costs Direct — — — — — 9,611 9,611 13,583

Support costs allocated to activities
Staff costs 25,005 861 — 257,627 25,750 25,116 334,359 288,596
Other support costs 7,007 901 179 259,477 30,272 10,791 308,627 277,230
46,165 5,936 1,179 1,709,695 199,465 71,099 2,033,539 1,824,448

Butterfly Conservation



Notes to the financial statements

4] Net incoming resources

Year to 31 March 2007

Unrestricted  Restricted 2007 2006
funds funds Total Total
£ £ £ £
Staff costs (note 5) 478,739 613,238 1,091,977 933,035
Auditors’ remuneration
. Statutory audit services 7,500 300 7,800 8,299
. Other services — — — 180
Depreciation 4,117 1,898 6,015 4,411
Operating lease rentals 45,059 40,368 85,427 76,370
iEmployees, staff costs and remuneration of Council members
2007 2006
Total Total
£ £
Staff costs during the period were as follows:
Wages and salaries 956,019 821,069
Social security costs 91,906 74,199
Other pension costs 44,052 37,767
1,091,977 933,035
Staff costs by function were as follows:
Generating voluntary income 25,006 22,142
Fundraising trading 861 847
Conservation 974,302 826,526
Membership services 66,692 62,851
Governance 25,116 20,669
1,091,977 933,035

No employee earned £60,000 per annum or more (including taxable benefits but
excluding employer pension contributions) during the period (2006 - none).

The average number of employees during the year was 48.5 (2006 — 42.5).

The average number of employees, analysed by function, was:

2007 2006
Total Total
Generating voluntary income 1.0 1.0
Conservation 43.5 375
Membership services 3.0 3.0
Governance 1.0 1.0
48.5 42.5
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Notes to the financial statements Year to 31 March 2007

Q_Employees, staff costs and remuneration of Council members (continued)
No Council member received any remuneration in respect of their services as
members of the Council (2006 - £nil). However:

A total of £4,545 (2006 - £5,737) was reimbursed to (or paid by the Society
on behalf of) 9 (2006 - 10) Council members for personal expenditure
incurred on behalf of the Society.

The charity has purchased insurance to protect the charity from any loss
arising from the neglect or default of its trustees, employees and agents and
to indemnify the trustees or other officers against the consequences of any
neglect or default on their part. The insurance premium paid by the charity
during the year totalled £981 (2006 - £981) and provides cover up to a
maximum of £500,000 (2006 - £500,000).

Advertisements were placed in Butterfly, the charity's magazine, by Aurelian
Books of which David Dunbar is a director. David Dunbar was a member of
Council during the year. Advertisement space was charged at the standard
rate and the advertising receipts were handled by Fellowes Media Limited
who charge 35% commission. The net receipts before commission from
Aurelian Books was £244 (2006 - £223).

£151 was paid by the Society to cover the costs of computer software for Mr Roy
Neeve during the year ended 31 March 2006. No costs were reimbursed by the
Society to Mr Roy Neeve during the year ended 31 March 2007.

In addition, the charity received subscriptions and donations from Council
members. As this is voluntary income, individual amounts are not separately
disclosed.

No other members of the Council had any beneficial interest in any contract with
the charity during the year (2006 — none).

J_Taxation ©

Butterfly Conservation is a registered charity and, therefore, is not liable to income
tax or corporation tax on income derived from its charitable activities, as it falls
within the various exemptions available to registered charities.
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Notes to the financial statements Year to 31 March 2007

iTangibIe fixed assets

Office
equipment,
Freehold plant and
land  machinery Total
£ £ £
Cost
At 1 April 2006 383,411 22,056 405,467
Additions 245,535 7,590 253,125
Elimination of obsolete items — (1,470) (1,470)
At 31 March 2007 628,946 28,176 657,122
Depreciation
At 1 April 2006 — 12,995 12,995
Charge for year — 6,015 6,015
On obsolete items eliminated — (1,470) (1,470)
At 31 March 2007 — 17,540 17,540
Net book values
At 31 March 2007 628,946 10,636 639,582
At 31 March 2006 383,411 9,061 392,472

At 31 March 2007 the charity had the following capital commitments:

2007 2006
Total Total
£ £
Authorised by Council but not contracted for
. Freehold land — 250,000

Freehold land comprises a number of nature reserves managed by the charity.
The disposal of a number of these reserves is subject to restrictive covenants.

iFixed asset investments

Total
£

Listed investments
Market value at 1 April 2006 1,730,561
Additions at cost 105,054
Disposals at book value (proceeds: £141,893; gains: £6,958) (134,935)
Net unrealised investment gains 41,592
Market value at 31 March 2007 1,742,272
Cash held by investment managers for re-investment 39,578
1,781,850
Cost of listed investments at 31 March 2007 1,249,915
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Notes to the financial statements Year to 31 March 2007

8 Fixed asset investments (continued)

Listed investments held at 31 March 2007 comprised the following:

Total

£

UK equities 1,137,376
UK government stock and fixed interest 604,896
1,742,272

Individual holdings of listed fixed asset investments which, at 31 March 2007,
represented a material proportion of the total value of the fixed asset investment

portfolio were as follows:

Market
value  Proportion
£ %
Treasury 7.75% Stock 2012/15 109,810 6.3
Royal Dutch Shell B Ordinary Shares 93,276 5.4
9| Debtors
2007 2006
£ £
Grants and other funding receivable 332,753 283,153
Prepayments and other accrued income 16,816 12,242
Legacies receivable 18,721 21,000
Sundry debtors 55,139 58,964
423,429 375,359
1$ Current asset investments

Total
£

Listed investments
Market value at 1 April 2006 165,945
Disposals at book value (proceeds: £10,000; gains: £462) (9,538)
Net unrealised investment gains 665
Market value at 31 March 2007 157,072
Cost of listed investments at 31 March 2007 134,196
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Notes to the financial statements Year to 31 March 2007

10 Current assets investments  (continued)

Current asset investment held at 31 March 2007 comprised the following:

Total
£

UK common investment funds 157,072

Individual holdings of current asset investments which, at 31 March 2007,
represented a material proportion of the total value of the current asset
investment portfolio were as follows:

Market
value Proportion
£ %
Common investment funds
. COIF Charities Investment Fund 87,370 55.€
. COIF Charities Fixed Investment Fund 69,702 44.4
li Creditors: amounts falling due within one year
2007 2006
£ £
Social security and other taxes 27,501 24,954
Expense creditors 80,105 65,910
Contributory Third Party for Landfill Tax Credit Schemes — 67,801
Accruals 9,898 8,882

117,504 167,547

1£ Endowment funds
The
Appointed
fund
£
At 1 April 2006 1,733,300
Net investment gains 48,550
At 31 March 2007 1,781,850

The Charity, Butterfly Conservation, acts as trustee for the Endowment Fund (The
Appointed Fund). This is a capital restricted fund whereby the charity is entitled to
the income only. The charity was appointed trustee of the fund by a trust deed
dated 10 December 1991. Under the terms of the deed the charity must ensure
that the Appointed Fund is, at all times, identifiable and is segregated from, and
not mixed with, any other funds held by the charity. Income arising on the fund’s
investments is credited in the statement of financial activities (unrestricted funds)
and may be applied towards the charity’s charitable objectives at the discretion of
the Council.
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Notes to the financial statements Year to 31 March 2007

ﬁ;Restricted funds

The income funds of the charity include restricted funds comprising the following

to be applied for specific purposes:

Resources
At expended, At
1 April Incoming gains and Fund 31 March
2006 resources losses transfers 2007
Fund £ £ £ £ £
Action for Threatened Moths 84,235 140,770 (158,557) — 66,448
Awards for All — Dorset Branch 2,398 6,112 (2,175) — 6,335
Biodiversity Action Plan - Butterflies 34,704 152,770 (147,343) (1,355) 38,776
Breathing Places — 10,000 (1,163) — 8,837
Conservation Officer - Wales 18,731 97,012 (111,666) 6,563 10,640
Culm Grassland Project 47,012 55,345 (52,089) 1,942 52,210
Development in Scotland 50,836 158,716 (177,975) 14,926 46,503
Dorset Chalk and Cheese Project — 5,465 — — 5,465
East of Scotland Atlas —_ 5,400 (18) —_ 5,382
Education Website — 5,213 — — 5,213
Fritillaries on Film — Devon Branch — 9,700 — 500 10,200
Herefordshire Woodlands 15,200 36,849 (45,155) — 6,894
National Moth Recording Scheme 30,965 100,545 (100,731) 25,656 56,435
Magdalen Hill Down Fund 10,882 — — (5,441) 5,441
North York Moors 17,741 28,848 (39,035) 3,250 10,804
Prees Heath Fund 6,947 319,636 (90,351) 9,420 245,652
Regional Funds — East of England 4,653 29,535 (41,059) 16,283 9,412
Regional Funds — Greater London 42,376 1,825 (43,527) 8,675 9,349
Regional Funds — North England 44,477 62,280 (57,693) 2,700 51,764
Regional Funds — Northern Ireland — 43,666 (40,934) 3,000 5,732
Regional Funds — Network — 78,024 — (42,806) 35,218
Regional Funds — West Midlands 9,051 59,785 (87,562) 35,446 16,720
Reserve purchase (Lewis) 339,529 13,183 ) (8,751) 343,959
South East Woodlands Project 501 19,363 — 6,000 25,864
Two Moors project 7,251 58,425 (51,998) 3,500 17,178
Head Office Restricted Funds <
£5,000 40,432 88,385 (128,699) 15,717 15,835
Branch Restricted Funds < £5,000 19,669 23,292 (30,670) 5,339 17,630
827,590 1,610,144  (1,408,402) 100,564 1,129,896

Restricted funds in deficit at the period end are all covered by future income.

The specific purposes for which the significant fund balances (>£5,000) are to be

applied are as follows:

Action for Threatened Moths

To initiate, develop and implement our conservation programmes on the most
threatened moths (priority species) in England.

Awards for All — Dorset Branch

Access to work in the countryside through conservation.

Biodiversity Action Plans — Butterflies

To initiate, develop and implement our conservation programmes on the most
threatened (priority species) butterflies in England.

Butterfly Conservation
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Notes to the financial statements Year to 31 March 2007

Restricted funds (continued)

Breathing Places
To produce an access audit of Butterfly Conservation nature reserves and
interpretation materials.

Conservation Officer - Wales
To initiate, develop and implement our conservation work in Wales.

Culm Grassland Project
Re-connecting the Culm: A key habitat network for biodiversity in South-West
England.

Development in Scotland
To initiate, develop and implement our conservation programmes in Scotland.

Dorset Chalk and Cheese Project
Re-connecting people and the countryside in Dorset.

East Scotland Atlas
Publication of a Butterfly Atlas.

Education Website
To develop an education website.

Fritillaries on Film
To make a film on the endangered Fritillaries of Dartmoor.

Herefordshire Woodlands
To conserve the distinctive butterflies and moths of the Herefordshire Woods.

National Moth Recording Scheme
To encourage moth recording throughout the UK and establish an ongoing
recording scheme for the large moth species.

Magdalen Hill Down Fund
The acquisition and restoration of an extension to the existing nature reserve
at Magdalen Hill Down. This fund is represented by freehold land.

North York Moors
To establish a voluntary network to conserve the butterflies and moths of the
North York Moors.

Prees Heath Fund
The safeguarding of the Silver-studded Blue butterflies at Prees Heath.
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Notes to the financial statements Year to 31 March 2007

ﬁ;Restricted funds (continued)

Regional Funds — UK wide
To develop our conservation and education work in the respective regions.

Reserve Purchase (Lewis)
The purchase of a butterfly reserve.

South East Woodlands Project
Landscape conservation in South East England

Two Moors Project
To ensure best possible management of threatened fritillaries on Dartmoor
and Exmoor.

Head Office Restricted Funds <£5,000
All Head Office Restricted Funds with a balance less than £5,000.

Branch Restricted Funds <£5,000
All Branch Restricted Funds with a balance less than £5,000.

Transfers between restricted and unrestricted funds arise for various reasons.
The most common reasons are:

a transfer from unrestricted to restricted funds where costs exceed the income
received towards a specific project;

a transfer from restricted to unrestricted funds when a restriction has been
removed.

14 Tangible fixed assets (including freehold nature reserves) fund

This fund represents the net book value of those tangible fixed assets (including
freehold nature reserves) forming part of unrestricted funds. The fund exists in
order to emphasise that such assets are essential in enabling the charity to fulfil
its charitable objectives. The value of such assets, therefore, should not be
regarded as expendable in order to meet the day to day liabilities of the charity.
The fund balance changes each period by an amount equal to the movement in
the net book value of the relevant tangible fixed assets.
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Notes to the financial statements Year to 31 March 2007

LLDesignated funds
The income funds of the charity include the following designated funds which

have been set aside out of unrestricted funds by the Council for specific

purposes:
At New At
1 April design- Utilised/ 31 March
2006 nations released 2007
£ £ £ £
Branch Fund 244,612 24,866 (22,635) 246,843
Conservation Staff Sustainability Fund — 30,000 — 30,000
Development Board Fund 29,094 26,029 (15,613) 39,510
European Interest Group — 262 (76) 186
Legacy Fund 139,211 63,536 (44,951) 157,796
Life Fund 49,937 7,100 (5,694) 51,343
Nature Reserves — 15,213 (2,127) 13,086
Regional Fund — 15,924 (15,924) —
Save our Butterflies Fund 13,462 18,206 (31,272) 396

476,316 201,136 (138,292) 539,160

The specific purposes for which the funds are to be applied are as follows:

Branch Fund
The Branch Fund comprises monies that Council has committed for work
undertaken by the Society's branches.

Conservation Staff Sustainability Fund
A fund to safeguard key conservation staff.

Development Board Fund

The Development Board Fund exists to provide unrestricted funds to meet
ongoing costs of Head Office and outposted staff, and the 'core costs' of a
broad range of the Society's conservation programmes. An amount equal to
one fifth of the balance will be released each year over a five-year period.

European Interest Group
A fund comprising of European Group membership fees to be used to support
the Society’s work in Europe.

Legacy Fund

The Legacy Fund comprises unrestricted legacies received by Head Office.
Each legacy, when received, is released in equal annual instalments over a
five-year period to general funds to finance general expenditure.

Life Fund

The Life fund comprises receipts from Life Benefactors. An amount equal to
one tenth of the balance is released each year to general funds to finance
general expenditure.
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Notes to the financial statements Year to 31 March 2007

15 Designated funds (continued)

Nature Reserves
A fund to support the management of the Society’s nature reserves.

Regional Fund
A fund equivalent to the tax refunds on Gift Aid on branch subscriptions to be
used to fund any shortfalls on the various Regional restricted funds.

Save our Butterflies Fund

The safeguarding of remaining butterfly and moth populations and habitats.

A

16 _Analysis of net assets between funds

Unrestricted  Restricted Endowment 2007
funds funds funds Total
£ £ £ £

Fund balances at 31 March 2007

Are represented by:

Tangible fixed assets 332,716 306,866 — 639,582
Fixed asset investments — — 1,781,850 1,781,850
Net current assets 1,407,986 823,030 — 2,231,016
Total net assets 1,740,702 1,129,896 1,781,850 4,652,448

Unrealised gains on investments included above are as follows:

Unrestricted  Restricted Endowment 2007
funds funds funds Total

£ £ £ £
Reconciliation of movements in
Unrealised gains on investments
Unrealised gains at 1 April 2006 24,578 — 520,598 545,176
Less: In respect of disposals during
the period (2,367) — (69,833) (72,200)
Add: net unrealised gains in period 665 — 41,592 42,257
Unrealised gains at 31 March 2007 22,876 — 492,357 515,233

]
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17 Leasing commitments

Operating leases
At 31 March 2007 the charity had annual commitments under non-cancellable
operating leases as follows:

Land and buildings Other
2007 2006 2007 2006
£ £ £ £

Operating leases which expire:

Within one year 8,670 7,666 — 5,185
Within two to five years 7,316 11,556 24,582 12,757
After five years 32,693 32,693 — —
48,679 51,915 24,582 17,942

gLLiability of the members
The charity is constituted as a company limited by guarantee. In the event of the
charity being wound up, members are required to contribute an amount not
exceeding £1.
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