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Trustees’ report 31 December 2009

The trustees present their report together with the financial statements of the chanty for the
year ended 31 December 2009

This report constitutes 2 directors’ report for the purposes of Part 15 of the Companies Act
2006

The financial statements have been prepared mn accordance with the accounung policies set
out on pages 11 to 12 of this document and comply with the chantable company’s
memorandum and articles of association, applicable laws and the requirements of Statement
of Recommended Practice on “Accounting and Reporting by Chanties” ssued 1n March
2005

Introduction

China Dialogue Trust {the Trust) was incorporated as a company hmited by guaranteed on
18 January 2008 and obtained charitable status on 6 August 2008 In accordance with a legal
transfer of undertakings dated 23 October 2008, the assets and habiliies of China Dhalogue
Limited {Company Registration Number 05825437) were transferred to the Trust as at
midmght on 30 September 2008

Objectives
The objects for which the Trust 1s established are

a  to advance the education of the public (including n particular the public of the People’s
Republic of China) 1n the conservation, protection and improvement of the physical and
natural environment, and

b to promote for the benefit of the public the conservation, protection and improvement
of the physical and natural environment and, 1 particular, but not so as to restnct the
proceeding wording, the physical and natural environment 1n the People’s Republic of
China

The Trust publishes a bihngual Chinese/English website — chinadialogue - dealing with
1’51es coNCerning conservation protecuon and mmprovement of the physical and natural
environment 1n the People’s Reepublic of China

Public Benefit
In setting the chanty’s objectives and planming its actuvities, the trustees have given careful
consideration to the Chanty Commussion’s general gmidance on public benefit

Governance, structure and management

Structure, staff and adwvisers
The trustees meet regularly throughout the year and are inducted through detailed briefings
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Trustees’ report 31 December 2009

Governance, structure and management (continued)

Structure, staff and adwisers {continued)

The Chief Execunve Officer of the Trust 1s Isabel Hilton, assisted in the London office by
Tan Copsey the Operations and Development Manager, Sam Geall the Deputy Editor and
Maryann Bird, the Associate Editor Linden Elhs was appointed 1n 2009 to lead the Trust’s
activities 1n the Unned States of America The Trust provides funding for a Beying office of
China Dhalogue which s led by Lucky Y1 and Huo Weiya This office mn Beying 15 a
separate legal entity established 1n China and 1s not controlled or owned by the Trust

Trustees
The following trustees were 1n office at 31 December 2009 and served throughout the peniod
except where indicated

Trustees

Appomnted

Dr Kerry Brown
Mr Jonathan James Q'Grady Cameron

20 May 2009
14 September 2009

Dr Paul Gilmore Chfford
Mr Charles Jeremy Mawdesley Hardie

Ms Malini Mehra 20 May 2009
Mr David Potter 20 May 2009
Ms Laura Sandys

Ms Shuyun Sun 20 May 2009

Statement of trustees’ responsibilities

The trustees (who are also directors of China Dialogue Trust for the purposes of company
law) are responsible for preparing the trustees’ report and financial statements 1n accordance
with applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

Company law requires the trustees to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the charnity and of the incoming
resources and apphcauon of resources, ncluding the imncome and expenduure, of the chanry
for that period In preparing these financial statements, the trustees are required to

4 select suitable accounung policies and then apply them consistently,

4 observe the methods and pnnaples 1in the Statement of Recommended Practce
(Accounting and Reporting by Charites) (the Chanties” SORP),

¢ make judgements and estimates that are reasonable and prudent,

¢ state whether apphcable United Kingdom Accounung Standards have been followed,
subject to any matenal departures disclosed and explained 1n the financial statements, and

¢ prepare the financial statements on the gomng concern basis unless 1t 1s mappropriate to
presume that the chanty will continue 1n operanon

The trustees are responsible for keeping adequate accounung records that disclose with
reasonable accuracy at any nme the financial positon of the charnty and enable them to
ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the charity and hence for taking reasonable steps for
the preventuion and detection of fraud and other irregulannies
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Governance, structure and management (continued)

Statement of trustees’ responsibilities (continued)
Each of the trustees confirms that

¢ 50 far as the trustee 1s aware, there 15 no relevant audit nformation of whach the chanty’s
auditors are unaware, and

¢  the trustee has taken all the steps that he/she ought to have taken as a trustee 1n order to
make himself/herself aware of any relevant audit information and to establish that the
chanity’s auditors are aware of that information

This confirmation 15 given and should be interpreted in accordance with the provisions of
5418 of the Companies Act 2006

Risk management
The trustees review all nsks applicable to the chanty, especially the availability of funding 1n
the current economic chmate

Activities, specific objectives and relevant policies

Review of the period
Dunng 2009, chinadialogue published 240 feature articles, 70 blog posts, 33 book reviews,
21 video podcasts and a large number of news briefs and news round-ups

Among these articles, a few 1n particular stood out

On the anmversary of the March 2008 "mcident” in Tibet, Damel Miller asked why Tibet
matters now, Salil Tripathi 1ssued a warming for China concerming the Trafigura case, Jan
MecGirk and Ruth Padel gave a critical account of Chinese tger farmung and Pan Juahua
outhned a detailed vision for balancing China's economy and environment These articles,
and many others hke them, provided relable, trusted and independent mformation to our
readers Many articles, such as Masano Atsuko’s essay on confronting the cost of dams in
Japan and Judith Shapiro’s paper on Amenca’s treatment of 1ts indigenous people, provided
for a Chinese readership experiences and narrauves from elsewhere, that are analogous to
sensitive current situations in China

chinadialogue made sigmificant progress on the Green Monitor project, which helps to make
Chinese polluuon data available to an international readership In March 2010, we published
our mnvestigation mnco the multinanonal leather company, Richina, a repeated violator of
Chinese environmental regulations In cooperation with the Chinese web-portal Sohu and
the Natural Resources Defense Council, chinadialogue orgamised a roundtable forum of
Chinese legal and environmental experts concerning the first year of operation of China's
open government information laws We also published articles that examined China’s
growing conflicts over waste management and mcimeration
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Activities, specafic objectives and relevant policies (continued)

Review of the period (continued)

chinadialogue has forged cooperative, collaborative relatonships with key Chinese
government departments and officials, including the Ministry for Environmental Protection
and the National Development and Reform Commussion chinadialogue 1s also regularly
approached by Chinese policy-makers In 2009 Xu Dingming, chairman of the National
Energy Expert Consulung Commuttee and vice-chair of the leading small group on energy,
which 15 chawred by premmer Wen Jiabao, sought advice from chinadialogue editor Isabel
Hilton on disserminating chmate-change information

In view of the global financial cristis, we judged it prudent to put plans to mncrease the
circulation of the jourmnal on hold We continued to publish on a bi-monthly schedule, but
mamtained the distnbution list at 1,000

Progress
We monitor a series of key indicators that allow us to evaluate our progress

Quantitaive and qualitative measures of impact derived from an annual readers’ survey,
number of readers, quantity and quality of articles publshed and translated responses,
republication of articles, particularly in the Chinese media, informal measures of 1mpact at
state and local level, derived from well-placed Chinese sources, press coverage, including
radio and television appearances, invitations to give lectures and brnefings, acadermic and
media references and citations of chinadialogue articles

Qur readership grew steadily in 2009 We attracted over 400,000 visits to the website Just
over 54% of visitors were from manland Chmma This online audience was complemented by
a prnint-journal readership of more than 1,000 per 1ssue, 10,000 subscribers who now access
our content through RSS feeds and 6,000 people receiving our weekly email updates

Our core audience remains relatively young 80% of survey respondents were between the
ages of 21 and 40, mostly specialists 61% said their work was related to environmental 1ssues,
and mfluennal 96% said they were “in a posiion to influence others” chinadialogue tself
continues to influence the way readers think about clhimate change and to inspire them to
action 69% of survey respondents said that chinadialogue had influenced the way they think
about environmental and chmate-change 1ssues and a further 69% said that the articles had
encouraged them to take action

It 15 also worth noting that 53% of respondents accessed chinadialogue at least once a week
The total number of translated comments on the site also increased from 1,007 in 2008 to

1,315 1n 2009

Our volunteer translation network has now grown to more than 450 people, extending our
influence and providing an invaluable resource
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Activities, specific objectives and relevant policies (continued)

Future plans

Over the next three years, we plan to build on these achievements In particular, we plan to
extend the reach and mmpact of chinadialogue material by focussing on acuvities that set
international and Chinese media and policy agendas To achieve this we plan to

4 increase the output of cutting-edge investigative journalsm i1n China with an expanded
team of editors, contnibutors and adwvisers,

¢ encouraging China Dialogue 1in China to recruit new staff to support editors,

¢ develop capacity within the organisanon to deliver more ongmnal pieces of policy-
relevant research,

¢ expand our Green Monitor project to increase publication of onginal pollution data,

4 1naugurate, 1 partnership with The Guardian and Wuhan University, a prize for Chinese
environmental joumnalism,

¢ ancrease the circulation of our prine journal to an enlarged hist of Chinese policy-makers
and businesspeople,

¢ restructure and enhance our executive and editonal boards, to better use their diverse
experierice and expertise

Financial review

Financial position and reserves policy

The Trust contnues to be very dependent on a small number of grants to support core
funding The total income for the period was £481,026 These grants are often of only one
year’s duration and require a fresh application each year The funds at the year end were
£74,287 of which £ 11,874 were restricted and £62,413 were unrestricted The Trust will
continue to build reserves through chargeable project work with the aim of generating
reserves equzl to between three and six months operating expenditure

Approved by the trustees

Trust ) .
rustee (EF\ My Chorks Jérenr\j Mﬂwde.stgj Hod e

Approved on lol o4 (\o
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Independent auditor’s report 31 December 2009

independent auditor's report to the members of China Dialogue Trust

We have audited the financial statements of Chma Dhalogue Trust for the year ended 31
December 2009 which comprise the statement of financial activaties, the balance sheet, the
principal accounting pohlicies and the related notes The financial statements have been
prepared under the accounung pohcies set out therein

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

Respective responsibilities of trustees and auditors

The trustees are also the directors of the company for the purposes of company law Their
responsibilities for preparning the annual report and the financial statements 1n accordance
with applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounung Practice) and for being satisfied that the financial statements give a true
and fur view are set out 1n the statement of rrustees’ responsibihities contained within the
trustees’ report

Qur responsibility 1s to audit the financial statements 1n accordance with relevant legal and
regulatory requirements and International Standards on Auditng (UK and Ireland)

We report to you our opmmion as to whether the financial statements give a true and fair
view, have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice and have been prepared in accordance with the Compames Act 2006
We also report to you whether, 1n our opinion, the informaton given n the trustees’ annual
report 15 consistent with those financial statements

In addition we report to you if, n our opimion, the chanty has not kept adequate accounung
records, 1f the chanty’s financial statements are not 1 agreement wath the accounting records
and returns, if we have not received all the information and explanations we require for our
audit, orif certain disclosures of trustees’ remuneration specified by law are not made

We read other information contained in the annual report, and consider whether 1t 1s
consistent with the audited financial statements This other information comprises only the
trustees’ report We consider the implicanions for our report if we become aware of any
apparent misstatements or matenal inconsistencies with the financial statements Our
responsibihties do not extend to other information
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Independent auditor’s report 31 December 2009

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and
Ireland) 1ssued by the Auditing Practices Board An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures 1in the financial statements It also
ncludes an assessment of the significant estimates and judgements made by the trustees in the
preparation of the financial statements, and of whether the accounung policies are
appropmnate to the chanty’s circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary mn order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other irregularity or error In forming our opmion we also
evaluated the overall adequacy of the presentation of information 1n the financial statements

Opinion
In our opuion

¢ the financial statements give a true and fair view of the state of the charity’s affairs as at
31 December 2009 and of 1ts mcomng resources and apphcanon of resources, including
its ncome and expenditure, for the year then ended,

¢ the financial statements have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice,

¢ the financial statements have been prepared 1n accordance with the Companies Act 2006,
and

¢ the information given in the trustees’ annual report 1s conststent with the financial
statements

8%33&(19&: [ o
mranas, Senior Statutory Auditor
for and on behalf of Buzzacott LLP, Statutory Auditor 27 Septembsr aciO
12 New Fetter Lane
London
EC4A 1AG
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Statement of financial activities Year to 31 December 2009

18 lanuary
Yearto 31 2008 to 31
December December

2009 2008
Restricted  Unrestricted Total Total
funds funds funds funds
Notes f f £ f
Income and expenditure
Incoming resources
Incoming resources from generated
funds
Voluntary income 1 — 345,882 345,882 70,767
Interest receivable 2 — 42 42 88
Incoming resources from charitable
activities 3 45,559 81,479 127,038 9,719
Other iIncoming resources — 8,064 8,064 —
Total ncoming resources 45,559 435,467 481,026 80,574
Resources expended
Cost of generating funds
Fundraising 4 — 30,462 30,462 7,977
Charitable activities
Educational programmes 5 33,685 328,952 362,637 95,130
Governance 7 — 5,750 5,750 6,009
Total resources expended 33,685 365,164 398,849 109,116
Net incoming (cutgoing)
resources before transfers 8 11,874 70,303 82,177 (28,542)
Transfer of assets from China
Dialogue Limited 10 - — — 20,652
Net movement In funds 11,874 70,303 82,177 (7,890}
Fund balances brought forward
at 1 January 2009 — (7,890 (7.890) —
Fund balances carried forward at
31 December 2009 11,874 62,413 74,287 {7.890)

The Trust has no recognised gans and losses other than those shown above Therefore, no
separate statement of total recogmised gains and losses has been prepared

All the chanty’s actvites denved from continuing operations during the above two financial
periods
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Balance sheet 31 December 2009

2009 2008
Notes £ £
Fixed assets
Tangible assets 12 2,066 955
Investment in subsidiary 13 2 2
2,068 957
Current assets
Debtors 14 78,033 29,137
Cash at bank and in hand 145,430 13,815
223,463 42,952
Creditors amounts falling due
within one year 15 {151,244) (51,799)
Net current assets 72,219 (8.847)
Total net assets habilities 74,287 (7.830)
Represented by
Funds and reserves
Unrestricted funds 62,413 (7.890)
Restricted funds 17 11,874 —
74,287 (7.890)

Approved by the trustees and
signed on their behalf by

My Chories Jerem:j Mawd.&staj Hourel w

Approved on lOIO q \ o
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Principal accounting policies 31 December 2009

Basis of accounting

The financial statements have been prepared under the histoneal cost convennon, and n
accordance with the requirements of the Companmies Act 2006 Apphcable United
Kingdom Accounung Standards (United Kingdom Generally Accepted Accountng
Practice) and the Statement of Recommended Practice “Accounting and Reporting by
Charities” (SORP 2003) have been followed 1n these financial statements

Incoming resources
Incomng resources are recogmsed in the period in which the Trust 15 enntled to receipt
and the amount can be measured with reasonable certainty

Grants from government and other agencies have been included as voluntary income where
the money 1s given 1n response to an appeal or with greater freedom of use, for example
mornues for core funding

Resources expended and the basis of apportioning costs
Expenditure 1s included 1n the statement of financial acuviues when mncurred and excludes
VAT which can be recovered

Resources expended comprise the following

a2 The cost of generanng funds comprises fundramsing and related costs

b The costs of charnitable activities compnse expenditure on the Trust’s pnimary chantable
purposes as described 1n the trustees’ report Such costs include the costs of
mamtaining, editing and developing the website

¢ Support costs represent indirect chantable expenditure In order to carry out the
activities of the chanty 1t 15 necessary to provide support 1n the form of personnel
development, financial procedures, provision of office services and equipment and a
suitable working environment

These costs are allocated out to the activities they are supporting on the basis described
1 note 6

d. Governance costs comprise the costs directly attributable to the governance of the
charity including audit costs and the necessary legal procedures for comphance with
statutory requirements and the strategic runming of the chanty

Tangible assets
All assets costing more than £250 and with an expected useful hfe exceeding one year are
capitalised, and are stated at cost less depreciation ,

All tangible fixed assets, are depreciated on the straight-line method over thewr estimated
useful lives as follows

¢ Computer equipment 3 years
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Principal accounting policies 31 December 2009

Funds structure
The funds of the charity are all unrestricted and can be expended at the discretion of the
trustees 1 hne with the govermng document of the Charity

Restricted funds comprnise momes raised for, or their use restnicted to a specific purpose or
contributions subject to donor imposed conditions

Leases
Rentals applicable to operating leases where substantially all of the benefits and risks of
ownership remain with the lessor are charged on a straight-lhine basis over the lease term
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Notes to the financial statements 31 December 2009

1 Voluntary income
Yearto 18 January
31 2008 to 31
December December

2009 2008

£ f

Grants recewvable 345,538 50,667
Donations 344 20,100
345,882 70,767

Grants recervable includes £43,588 (2009 - £mil) recerved from DFID (Department for
Internatienal Development)

2 Interest receivable
Yearto 18 January
31 2008 to 31
December December
2009 2008
3 f

Interest receivable on UK bank accounts 42 88

3 Incoming resources from charitable activities
Year to 18 January
31 2008 to N
December December

2009 2008

£ f

Project iIncome 114,103 7,500
Other fees recevable 12,935 2,219
127,038 9,719

4 Fundraising

Year to 18 January
31 20081tc 31
December December

2009 2008

£ £

Direct fundraising costs 22,627 5,094
Support costs {note 6) 7,835 2,883
30,462 7.977
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Notes to the financial statements 31 December 2009

5

Educational programmes
Support
Direct costs
Costs {note 6) Total
f £ £
Chinadialogue net 309,221 53,416 362,637
Support costs
18 January
Yearto 2008 to 31
31 December
December 2008
2009 Total
£ f
Establishment costs 22,308 3,965
Entertaining, travel and subscriptions 12,759 4,299
Office costs 5,251 1,056
Legal and professional fees 15,295 20,516
Other costs 5,638 2,314
61,251 32,150
The support costs have been allocated to fundraising and to educanional programmes on the

basis of tme

spent by employees in these areas

Governance
Year to 18 January
31 2008 to 31
December December
2009 2008
£ f
Audit fees 5.750 3,500
Trustees’ expenses — 2,509
5,750 6,009
Net incoming (outgoing) resources before transfers
This 15 stated after charging
Yearto 18 January
31 2008 to
December December
2009 2008
£ £
Staff costs (note 9) 97,406 28,574
Auditors’ remuneration — statutory audit services 5,750 3,500
Depreciation 610 75
Operating lease rentals 12,600 3,600
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Notes to the financial statements 31 December 2009

9 Staff costs

Yearto 18 January
31 2008to 31
December December

2009 2008

£ f

Salanes and wages 89,087 26,102
Social security costs 8,319 2,472
97,406 28,574

The average number of employees {excluding temporary and agency staff) analysed by
function was as follows

Yearto 18 January
31 2008 to 31
December December

2009 2008

Editorial staff .\ 4
Administration staff 1 1
5 5

No employee received remuneration exceeding £60,000 (2008 ml)

No wrustee received any remunerauon during the penod in connecuon with services to the
Trust (2008 ml)

None of the trustees was reimbursed expenses dunng the year (2008 One trustee -
£2,509 for travel expenses)

10 Transfer from China Dialogue Limited
As at midmght on 30 September 2008, the following assets and habihues, including the
website chinadialogue net were transferred from China Dialogue Limited m accordance

with a Deed of Transfer dated 23 October 2008

£
Tangible fixed assets 400
Debtors 39,618
Cash 23,298
Creditors (42,664)
Net assets transferred from China Dialogue Limsted wath effect from midnight on 30
September 2008 20,652

11 Taxation
China Dralogue Trust 1s a registered chanty and, therefore, 1s not hable to income tax or
corporation tax on income derived from 1ts charitable activines, as 1t falls within the various
exempuions available to registered chanines
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Notes to the financial statements 31 December 2009

12

13

14

15

Tangible assets
Computer
equipment
£
Cost
At 1 January 2009 1,110
Additions 1,721
At 31 December 2009 2,831
Depreciation
At 1 January 2009 155
Charge for the year 610
At 31 December 2009 765
Net book values
At 31 December 2009 2,066
At 31 December 2008 955

Investments

The charitable company owns the entire called up share capital of £2 1in China Dialogue
{HK) Limited, a company mncorporated in Hong Kong China Dialogue (HK) Limited
incurred expenditure of £668 duning the year and at the year end had net habilities of

£666, including £785 owed to the China Dialogue Trust

Consolidated financial

statements have not been prepared given the results of the company and 15 aggregate

reserves and capital are, 1n the opinion of the Trustees, immatenal to the group

Debtors

2009 2008
£ f
Fees and praject income recewable 6,428 2,450
Other debtors 24,267 1,850
Prepayments and accrued income 46,083 21,765
Amounts due from subsidary undertaking 785 —
VAT recoverable 470 3,072
78,033 29,137

Creditors: amounts falling due within cne year
2009 2008
£ f
Expense creditors 4,954 19,016
Other creditors 5,135 2,923
Accruals and deferred income 141,155 29,860
151,244 51,799
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Notes to the financial statements 31 December 2009

16

17

18

19

Related parties
Laura Sandys 1s a Director of China Dialogue Limuted, the company which transferred its
assets and liabilinies to the Trust as at midnight on 30 Seprember 2008

The financial statements do not include transacuions between the Trust and its wholly
owned subsidiary, China Dialogue (HK) Limited This 1s because, as a parent enuty of a
wholly owned subsidiary, 1t 15 exempt from the requirement to disclose such transactions
under Financial Reporang Standard 8§ “Reelated Party Disclosures™

Restricted funds

3N 31

December Incoming Resources December

2008 resources expended 2009

f f f £

Chinese journalist chmate change programme — 13,618 {13.618) -
Amernican office funds — 31,941 (20,067} 11,874
— 45,559 (33,685) 11,874

¢ Chinese journalist change programme funds were to pay for the visiung journalsts to
attend the chmate conference in Copenhagen in 2009

¢ Amerncan office funds are for the running costs of the Trust’s office 1n the United States
of Amenca

Operating lease commitments
At 31 December 2009 the Trust had annual commitments under non-cancellable operaung
leases 1n respect to land and buildings as follows

2009 2008
£ f
Operating leases which expire

Within one year — 18,345

Analysis of net assets between funds
Restricted Unrestricted Total
funds funds 2009
Funds balances at 31 December 2009 are represented by f f £
Fixed assets — 2,068 2,068
Current assets 43,815 179,648 223,463
Creditors amounts faling due within one year (31,941} {119,303} {151,244)
Total 11,874 62,413 74,287
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