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In the context of the escalating climate emergency, Changeworks

is scaling up its commitment to tackling it head on. In 2022,

Changeworks launched an ambitious strategy with the aim of

leveraging our over 35 years of expertise, skills and resources to accelerate the impact
we have on the environment and people’s lives. Throughout the last year we have laid
the foundations for the growth of our services and impact in order to achieve our strategic
goal of decarbonising Scotland’s homes.

In the financial year 2022-23, we refined our focus on decarbonising Scotland’s homes
and deployed nearly £1mil of our strategic fund. This resulted in an exponential increase
in our growth in the size of our organisation and, more importantly, in our impact. In
addition, we re-aligned our services towards our refined mission, which included selling
our shares in Change Waste Recycling (formerly Changeworks Recycling).

Through that investment we grew our staff team by 35% as well as our overall income by
24% (not including the sale of Changeworks Recycling). This enabled us to increase our
lifetime carbon savings resulting from measures installed by 42% to 370k tons, as well as
decreasing our overall cost per ton of carbon saved by 20%. The work and support
provided by our dedicated teams also resulted in over 67k householders taking tangible
action to decarbonise over the year.

Our work to ensure the route to decarbonisation is a just one that saw us more than
double our direct impact on householders in fuel poverty, with over £4m saved through
support with energy bills and income maximisation.

A big focus of the first year of our new strategy was to develop new services that will be
launched over the next couple of years and scaled up over the rest of the decade. This
includes an Energy Conscious tenants service as well as EcoCosi, a retrofit service for
owner occupiers designed to simplify the process of decarbonising homes for both the
householder and supply chain.

Through the prioritisation of developing new services, we can identify gaps in support for
householders across the country and innovate solutions to accelerate tackling the climate
emergency through the decarbonising Scotland’s homes.

The year has demonstrated the incredible capacity for growth and impact of our staff,
volunteers, and partners. As we collectively work towards the 2030 climate goals, we will
continue to build on this ambition to scale our impact on Scotland’s homes and the lives
of those who live in them.
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Changeworks' vision is for a world where everyone is able to live, work and enjoy life with
a low carbon impact. We work towards this by developing and delivering high impact
solutions to make low carbon life a positive reality for everyone. Collaboration,
empowerment, innovation, integrity and passion are the values which drive us.

Changeworks’ 2022-25 strategy aims to drive the decarbonisation of homes in Scotland,
delivering improved energy efficiency and the installation of renewable and low-carbon
heating. By focussing on decarbonising homes, we are maximising our contribution to
tackling the climate emergency.

We will increase our impact from a strong base by expanding delivery through growing
existing services, such as delivering area-based schemes, alongside developing
additional services to reach new markets and accelerate decarbonisation.

The strategy is developed around five goals:

1. Engage: to identify and engage households across Scotland to take action to
decarbonise their homes

2. Support: to support households to install energy efficiency and low-carbon heating
systems to decarbonise their homes

3. Innovate: to innovate delivery models and solutions for heat and energy systems for
homes

4. Accelerate: to accelerate decarbonisation through research, evaluation,
dissemination and influencing

5. Grow: to grow the capacity and capability of Changeworks to rapidly scale impact

Throughout the strategic period 2022-25 we will aim to support 28,000 homes to install
energy efficiency measures and renewables; to provide advice to 226,000 householders;
and to provide in-depth support to 10,000 households in fuel poverty.
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Goal 1: Engage: to identify and engage households across Scotland to take action
to decarbonise their homes

Our objectives under this goal are:

Develop decarbonisation and affordable warmth strategies and plans for
communities and social housing to inform our approach to decarbonising homes

Create demand for our services particularly through digital channels to grow our
engagement with households building longer-term relationships

Scale our approach to place-based community empowerment and engagement,
being inclusive and driving economies of scale

Deliver, develop, and scale the provision of information and advice to
householders resulting in them taking action to decarbonise their home through
the installation of physical measures

Provide and develop services to support people to adopt low carbon behaviours in
the home, improving the utilisation of heating systems and ameliorating fuel
poverty

Provide support to households who are in critical and immediate need with their
energy and heating

Progress

While objectives under this goal have been affected by the energy crisis and recruitment
challenges, we have succeeded in:

Increasing our market share of decarbonisation strategies, meeting operational
targets to engage customers;

Building and testing our digital presence;

Designing and launching a new service for tenants and developing our approach
to community engagement.

In the next year we will target further new service development, launch community
engagement pilots, consolidate our position on delivering strategies and planning
work for local authorities, as well as continuing to expand and develop our information
and advice offerings across all our contracts, including fuel poverty alleviation
services.
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Goal 2: Support: to support households to install energy efficiency and low-carbon
heating systems to decarbonise their homes

Our objectives under this goal are:

Expand our delivery of Scottish Government installation programmes to increase
the scale of our impact

Develop and scale up our services to support Social Housing providers to
accelerate decarbonisation of their housing stock

Create, deliver, and scale services to support self-funding owners to accelerate
large scale decarbonisation

Create and deliver a bundle of installation support services where measures are
being installed to maximise savings and comfort, and minimising carbon emissions

Engage and build our relationship and role with the supply chain to ensure we can
accelerate growth in quality installs across the areas we operate.

Progress

We have been developing and growing the Project Management and Net Zero
Programme Development teams to source, win and deliver these contracts. We continue
to support households in the self-funded market via our advice centre contracts. We are
developing our new retrofit agency, EcoCosi, in order to rapidly scale our impact in this
market. We are also continuing to develop and build a new service which supports
households who have made installations through contracted programmes.

Goal 3: Innovate: to innovate delivery models and solutions for heat and energy
systems for homes

Our objectives under this goal are:

Innovate new business models to create and develop services to accelerate the
adoption of decarbonisation measures across tenures

Investigate solutions to enable smart and local energy systems that support the
decarbonisation of a greater number of homes while protecting the integrity of the
National Grid

Identify and integrate technical solutions and approaches to increase deployment
of and connections to communal, local and district heat networks

Develop whole house retrofit solutions for common Scottish house archetypes
delivering healthy homes for occupants with reduced carbon emissions
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Progress

Innovating new business models to create and develop services and investigating
solutions to enable SMART and local energy systems are all ideas that we continue to
pursue via internal research projects, partnership and discussion. Only by exploring
these ideas further and being open to new approaches and ideas will we be able to
realise our strategic aims.

Goal 4: Accelerate decarbonisation through research, evaluation, dissemination
and influencing

Our objectives under this goal are:

Learn from others and undertake research to further develop understanding,
thinking and knowledge to inform our current and future delivery

Disseminate knowledge, expertise, and insights to support the decarbonisation of
homes in Scotland

Influence the development of a supportive operating environment of policies,
regulations, and funding, working with partners

Progress

Research to inform our current and future delivery, along with evaluation and
dissemination of those findings and results, is a vital component of successfully achieving
our strategy and growing our services. Delivery under this goal is primarily made by the
Consultancy team and the Marketing, Digital and Communications team. Both teams
have been working hard to improve the visibility and impact of our research. We have
developed our influencing strategy and identified the key areas we will be focusing on.
We will continue to use our expertise, voice and influence to accelerate home
decarbonisation.

Goal 5: Grow the capacity and capability of Changeworks to rapidly scale impact

Our objectives under this goal are:

Transform our approach to developing our people and culture to strengthen our
capacity and capability to enable our rapid growth

Drive continual improvement of management systems and processes to ensure
we are operating efficiently and effectively whilst managing risk as we scale

Ensure our infrastructure and ways of working enable staff to manage projects,
collaborate and communicate effectively

Revolutionise the management of our knowledge and data to ensure it's well-
managed, accessible, and usable

Continue to reduce our carbon emissions as we grow
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Build our brand and visibility to enable us to reach and engage wider audiences to
ensure marketing drives people to engage and take action

Develop our digital capabilities to transform our digital presence and enable us to
digitise our services to reach and serve more people

Develop and maintain an integrated organisational householder journey to unify
our services offers and identify gaps to ensure customer needs are met

Power the delivery of our mission through maintaining a pipeline of new projects to
meet customer needs and improve our customer journey alongside growing our
income and partnerships

Define and develop the capabilities we will need in the future as we scale
Progress

We are focused on building the infrastructure required to support the organisation's
growth. We have seen great progress on the digital, marketing and communications
objectives, including the delivery of the brand refresh, audience segmentation and new
website, as well as work on accreditations and compliance. We have further embedded
the new finance system and are work is successfully underway for our head office
relocation. Significant progress has been made in business improvement and efficiency
projects and progress towards increasing organisational knowledge of service design
principles. Our organisational-wide business development function is now fully resourced.

in the next year we will be focusing on customer journey improvements, specific digital
projects and Equality, Diversity and Inclusion work.

This report gives a high-level overview of Changeworks annual impacts for 2022-23
across the following key areas:

Carbon savings (including cost per tonne of carbon saved)
Financial savings
Householders supported

Measures installed: including insulation and low carbon technology (categorised
as low and high carbon measures' and by type of measure.)

! Low carbon measures have been classified as those with savings of 1-12 CO2e tonnes / lifetime and high carbon measures are anything above
that; those installed by Changeworks have a range of 30-108 CO2e tonnes / lifetime.
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approaches for transition and physical risks. Our approach has been externally validated
by Carbon Footprint Ltd to ensure it meets all relevant standards.

Our calculation includes the following emissions:

Scope 1 - Direct emissions from the activities that are under an organisation’s
direct control, such as fuel combustion, vehicles and fugitive emissions

Scope 2 - Indirect emissions related to the production of electricity and heat that is
purchased by the organisation

Scope 3 - All other indirect emissions resulting from activities that are neither
owned nor controlled by the entity, including emissions related to the use of
consumer goods, transportation, waste treatment, and employee travel and home
working.

Since 2018-19, our carbon reduction and offsetting activities have enabled us to be
recognised as a Carbon Neutral Organisation.

Interventions put in place by our Carbon Reduction Team (CRT) have contributed to the
reduction in our carbon footprint, e.g. an updated Environmental Policy, promotion of our
travel hierarchy and active travel and free energy saving home measures offered to staff.

In 2020-21, a new approach to the Carbon Reduction Plan introduced targets aimed at
reducing our carbon footprint to 70% of our 2018-19 per FTE calculation by 2030. This
equates to a challenging 14% year-on-year reduction, with a view to becoming true net
zero by 2040, reflecting the Scottish Government’'s ambition at that time. Our reduction
in 2022-23 was 9%, which is short of our target. The focus of the CRT to achieve target
reductions next year is on direct action around behavioural change, in particular home
energy use and transportation.

We hold the following accreditations:

Investors in People (Platinum status)

Investing in Volunteers

ISO 14001 (Environmental Management System)

ISO 9001 (Quality Management)

Living Wage Employer

Cycle Friendly Employer

Carbon Footprint Standard — Carbon Neutral Organisation
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Warmworks Scotland LLP, a joint venture owned equally by Changeworks Resources for

Life, Energy Saving Trust Enterprises Limited and Everwarm, deliver the Scottish
Government contract to deliver the national fuel poverty scheme, Warmer Homes
Scotland. Warmworks operates throughout Scotland and manages the delivery of the
installation of heating and insulation measures for vulnerable households.

In 2022-23 Warmworks helped 5,478 households, resulting in carbon savings of 4,609
TCO:o.

Changeworks sold its 50% stake in Changeworks Recycling (how Change Waste
Recycling) in February 2023.

The charity made a surplus of £106k (2022: £253k deficit).

Our financial performance was positively impacted by the sale of our 50% stake in
Changeworks Recycling, and negatively impacted by the £128k loss on restricted funds
(which relates to timing of grant receipts), giving an underlying deficit of £542k:

Surplus 105,985

Add deficit on restricted funds 128,197 timing of grant receipts
Less profit on sale of investment (776,299) one-off exceptional item
Underlying result (542,117)

Budget (721,770)

Performance against budget 179,653

Underlying performance was £180k better than budget.
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The charity had budgeted to make a £721k deficit due to the planned spend of excess
reserves, via utilisation of the ring-fenced £3.5m Strategic Fund set up to self-finance
critical elements of our three-year Strategic Plan. £1m of this fund was spent in 2022-23.

Income grew by 25% to £9.0m (2022: £7.2m), in line with budgeted income of £9.1m.

Total reserves have increased slightly to £6.8m (2022: £6.7m), of which £1m (2022: £1m)
is unrestricted (available for charitable use without restriction or designation). Although
this does represent a small increase in unrestricted funds, it remains £0.3m short of the
minimum reserves level set by the Board.

Following annual review, the Board has agreed to designate £5.6m of charitable funds as
follows:

Dilapidations Reserve: £30k to cover renovation, decoration and dilapidation
commitments of our various office leases.

Fixed Asset Reserve: £411k being the book value of the charity’s fixed assets at
year-end. This reflects reserves tied up in physical assets and therefore not
available for immediate spend.

Strategic Fund: £2.5m to self-fund elements of our three-year Strategic Plan (two
years remaining). This is the remaining amount of £3.5m set aside by the Board
for this purpose at the start of financial year 2022-23.

Investments: £10k funds tied up in non-liquid investments (Warmworks Scotland
LLP and the Edinburgh Community Solar Co-operative).

Investment Fund: £901,299 which represents the increase in the reserves position
from the sale of our holding in Changeworks Recycling which has been ringfenced
for future investment.

Warmworks member’s security: £750k to cover the maximum drawdown against
our Warmworks member’s security.

Relocation reserve: £1m to cover the estimated cost of relocating from the current
Edinburgh office in Newhaven Road to our new office in Orchard Brae. The bulk
of this relates to the fit-out cost of the new office.

The reserves policy is reviewed annually by the Board. Minimum general fund
requirement is calculated annually by identifying a range of risks and estimating their
potential financial impact using a risk weighting based on their likely occurrence.
Designations of unrestricted reserves for specific purposes are approved annually by the
Board.
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The Board estimates that, after removing designated funds, unrestricted reserves of
£1.3m (2022: £1.2m) are required to cover operational risk.

The level of unrestricted reserves is monitored by the Board on a quarterly basis, and by
the Directorate monthly. As of 31 March 2023, total unrestricted funds were £6.7m (2022:
£6.4m).

After removing the above designated funds, the general fund stood at £1m (2022: £1m)
which is £300k short (2022: £200k) of the minimum level required as per the Board’s
calculation of operational risk. Directors will keep this shortfall under review, mindful that
£920k of the Strategic Fund is not yet allocated to specific projects and can be
transferred back to General Fund if required.

The directors have assessed the risks to which the charitable company is exposed, as
outlined in the Risk Register which is reviewed regularly by the Directorate and the Audit
and Risk Committee and approved annually by the Board. Mitigation strategies / controls
are in place for all identified risks.

There are no risks categorised as ‘severe’ in the current risk register (approved by the
Board April 2023) but seven are categorised as ‘major’:

Business Development efforts losing Business Development teams have been

strategic focus due to BD staff sitting in merged into a centralised Net Zero

specific teams. Programme Development team with an
oversiaht aroun.

Challenges with recruitment negatively HR has recently reviewed and revised our

impacting our growth and/or quality of our  recruitment strategy and is developing a

winrk Workforce Plan.

Failing to take advantage of evolving digital A series of digital summits taking place to
technologies. ensure clear leadership, governance and
manaanemeant of our diaital fransformation.

High inflation levels, particularly in relation = Pay awards are carefully considered, and
to wage inflation, threatens our financial factored into contracts and funding
arietainahility annlications.

The Scottish Government’s establishment  We are attempting to actively influence the

of a National Energy Agency risks the direction of the Agency both directly and
continuity and/or shape of many of our also through our membership of relevant
mainr rantranrte networksa
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Distributions from our joint venture Financial impact has been carefully
Warmworks may be adversely impacted by modelled and forecast, and the results
reduced profitability prospects of the new incarporated conservatively into the
Warmer Homes Scotland contract charitv’e hiidaat

Ineffectively prioritising our work risks failing Directorate has prioritised our strategic
to deliver our strategy effectively. objectives, and targeted resource on key

hlorkers and critical nraiacta

As outlined in this report, the first year of Changeworks’ 2022-25 strategic period focused
on evolving Changeworks’ capabilities to grow our impact through investment in
transformational activities. This will enable Changeworks to grow existing and launch
new services to further scale up our reach and impact over the next two years.

For the period 2025-30, we plan to continue focusing on our strategic ambition to drive
the decarbonisation of homes in Scotland, delivering improved energy efficiency and the
installation of renewable and low-carbon heating, all whilst providing fuel poverty
alleviation and prevention services to ensure a just transition to net zero. We will develop
more specific plans during 2024-25 to cover the next three years. In preparation, we are
undertaking work to understand and develop the capabilities we will require in the future
to accelerate our growth further.

] L4

Changeworks Resources for Life is a company limited by guarantee governed by its
Articles of Association passed by special resolution on 23 October 2020 (replacing the
existing Articles dated 31 March 1987, amended 22 March 20086).

The company is registered as a charity with the Office of the Scottish Charity Regulator.

Changeworks Resources for Life is governed by a Board of Directors who are appointed
under a process outlined in our Articles of Association. The Board ensures the company
is managed efficiently and takes the lead in strategic decisions, although the day-to-day
management of affairs is delegated to the Chief Executive.

Group Structure

The charitable company, Changeworks Resources for Life has one dormant trading
subsidiary, Changeworks Trading Limited, and has a one-third interest in Warmworks
Scotland LLP, which was established in June 2015.
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Appointment of Directors

The maximum number of directors is ten and a minimum of six -~ each of whom can hold
office for a maximum of three three-year terms.

Directors’ Induction & Training

New directors are given a briefing on their legal obligations under charity and company
law, the board and decision-making process, the business plan and recent financial
performance of the charity. New directors are also encouraged to meet with key
employees and attend strategy events.

Organisational Structure

The Board meets at least quarterly, and the Chief Executive has delegated authority for
the operational management of the charity. The Chief Executive is supported in the
delivery of the operational management by the Directorate made up of the Deputy Chief
Executive, Fuel Poverty and Low Carbon Operations Director, Technical Director and
Finance and Resources Director.

Although a formal hierarchical structure has been adopted, we do not allow structures to
limit our delivery and actively promote cross-departmental working.

Key management remuneration

Remuneration of all personnel, including key management, is covered by our Pay Policy,
agreed by the Board December 2015.

Changeworks has developed its own salary grades and operates a job evaluation system
where individual roles are assessed as to the level of responsibility and placed on the
same grade as other roles within Changeworks that have a similar level of responsibility.
A number of factors are considered when assessing the level of responsibility. For roles
up to middle manager level the assessment is carried out by a panel of staff. More senior
posts are assessed by a sub-group of the Board and the Chief Executive. The HR
Manager acts as an advisor to both panels. The Chief Executive’s salary is determined
by the Board.

Senior salaries are restricted to a maximum of six times that of the lowest paid member
of staff.

Related parties

Related party information is disclosed in note 23 to the accounts.
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The directors (who are also trustees of Changeworks Resources for Life for the purposes
of charity law) are responsible for preparing the Directors’ Report and the financial
statements in accordance with applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).

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

select suitable accounting policies and then apply them consistently;

observe the methods and principles of the Charities SORP (FRS 102) (2nd edition
— Oct 2019);

make judgements and estimates that are reasonable and prudent;

state whether applicable UK Accotinting Standards have been followed, subject to
any material departures disclosed and explained in the financial statements;

prepare the financial statements on the going concern basis unless it is
inappropriate to assume that the company will continue on that basis.

The directors are responsible for maintaining adequate accounting records that are
sufficient to show and explain the company’s transactions and disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006, the Charities and
Trustee Investment (Scotland) Act 2005 and Regulation 8 of the Charities Accounts
(Scotland) Regulations 2006 (as amended). They are also responsible for safeguarding
the assets of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Disclosure of information to the auditor

As far as the directors are aware at the time the report is approved:

there is no relevant information of which the charitable company’s auditor is
unaware: and

the directors have taken ali steps that they ought to have taken as a director in
order to make themselves aware of any relevant audit information, and to
establish that the charitable company’s auditor is aware of the information
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Directors

Members of the Board of Directors, who are directors for the purpose of company law
and trustees for the purpose of charity law, who served during the year and up to the
date of this report are set out on page 3. Members of the charitable company guarantee
to contribute an amount not exceeding £1 to the assets of the charitable company in the
event of winding up.

This report has been prepared in accordance with the Accounting and Reporting by
Charities Statement of Recommended Practice applicable to charities preparing their
financial statements in accordance with the Financial Reporting Standard applicable in
the United Kingdom and Republic of Ireland (FRS 102).

The Directors’ Report and Strategic Report are approved by the Board of Directors on 21
August 2023 and signed on its behalf by:

Director

NN

Derek Redvers
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We have audited the financial statements of Changeworks Resources for Life (the
charitable company) for the year ended 31 March 2023 which comprise the Statement of
Financial Activities (incorporating the Income and Expenditure Account), the Balance
Sheet, the Statement of Cash Flows, and the notes to the financial statements, including
a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 'The Financial Reporting
Standard applicable in the UK and Republic of Ireland’ (United Kingdom Generally
Accepted Accounting Practice).

In our opinion, the financial statements:

give a true and fair view of the state of the charitable company’s affairs as at 31
March 2023 and of charitable company’s income and expenditure for the year then
ended;

have been properly prepared in accordance with United Kingdom Generally
Accepted Accounting Practice; and

have been prepared in accordance with the requirements of the Companies Act
2006, the Charities and Trustee Investment (Scotland) Act 2005 and regulation 8
of the Charities Accounts (Scotland) Regulations 2006 (as amended).

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law. Our responsibilities under those standards are further
described in the auditor’s responsibilities for the audit of the financial statements section
of our report. We are independent of the charitable company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the
United Kingdom, including the Financial Reporting Council’s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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In auditing the financial statements, we have concluded that the directors’ use of the
going concern basis of accounting in the preparation of the financial statements is
appropriate.

Based on the work we have performed, we have not identified any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant doubt
on the charity’s ability to continue as a going concern for a period of at least 12 months
from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern
are described in the relevant sections of this report.

The other information comprises the information included in the annual report, other than
the financial statements and our auditor’s report thereon. The directors are responsible
for the other information contained within the annual report. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion
thereon.

Our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the course of the audit, or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are
required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

In our opinion, based on the work undertaken in the course of the audit:

the information given in the Directors’ Report, which includes the Strategic Report
prepared for the purposes of company law, for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

the Directors’ Report and the Strategic Report have been prepared in accordance
with applicable legal requirements.
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in the light of the knowledge and understanding of the charitable company and its
environment obtained in the course of the audit, we have not identified material
misstatements in the Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the
Companies Act 2006 and the Charities Accounts (Scotland) Regulations 2006 (as
amended) require us to report to you if, in our opinion:

adequate and proper accounting records have not been kept, or returns adequate
for our audit have not been received from branches not visited by us; or

the financial statements are not in agreement with the accounting records and
returns; or

certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

As explained more fully in the directors’ responsibilities statement set out on page 18, the
directors (who are also the trustees of the charity for the purposes of charity law) are
responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
charitable company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the charitable company or to cease operations, or
have no realistic alternative but to do so.

S’
(97
=k

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

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
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high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations.
We design procedures in line with our responsibilities, outlined above, to detect material
misstatements in respect of irregularities, including fraud. The extent to which our
procedures are capable of detecting irregularities, including fraud is detailed below:

We gained an understanding of the legal and regulatory framework applicable to the
charity and the sector in which it operates and considered the risk of acts by the charity
which were contrary to applicable laws and regulations, including fraud. This included but
was not limited to the Charities and Trustee Investment (Scotland) Act 2005, and The
Charities Accounts (Scotland) Regulations 2006.

We focused on laws and regulations that could give rise to a material misstatement in the
charity's financial statements. Our tests included, but were not limited to:

agreement of the financial statement disclosures to underlying supporting
documentation;

enquiries of the directors and key management personnel,
review of minutes of board meetings throughout the period; and

obtaining an understanding of the contro! environment in monitoring compliance
with laws and regulations.

Because of the inherent limitations of an audit, there is a risk that we will not detect all
irregularities, including those leading to a material misstatement in the financial
statements or non-compliance with regulation. This risk increases the more that
compliance with a law or regulation is removed from the events and transactions
reflected in the financial statements, as we will be less likely to become aware of
instances of non-compliance. The risk is also greater regarding irregularities occurring
due to fraud rather than error, as fraud involves intentional concealment, forgery,
collusion, omission or misrepresentation.

A further description of our responsibilities for the audit of the financial statements is
located on the Financial Reporting Council’'s website at

This description forms part of our auditor’s
report.
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This report is made solely to the charitable company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and to the charitable
company’s directors, as a body, in accordance with regulation 10 of the Charities
Accounts (Scotland) Regulations 2006 (as amended). Our audit work has been
undertaken so that we might state to the charitable company’s members, as a body, and
the charitable company’s directors, as a body, those matters we are required to state to
them in an Auditor’'s Report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the charitable
company, the charitable company’s members, as a body, and the charitable company’s
directors, as a body, for our audit work, for this report, or for the opinions we have
formed.

Wi
|
Barry Truswell CA (Senior Statutory Auditor)
For and on behalf of
CT
Chartered Accountants and Statutory Auditor
61 Dublin Street

Edinburgh
EH3 6NL

Date: 24 A'V\{g“ﬁr 207272

CT is eligible to act as an auditor in terms of Section 1212 of the Companies Act 2006
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These financial statements are presented in pounds sterling (GBP) as that is the
currency in which the charitable company’s transactions are denominated. They
comprise the financial statements of Changeworks Resources for Life.

The principal activity of Changeworks Resources for Life is developing and delivering
high impact solutions to make low carbon life a positive reality for everyone.

Changeworks Resources for Life is a charitable company limited by guarantee
incorporated in the United Kingdom and registered in Scotland. It is recognised as a
charity for tax purposes by HMRC and is registered with the Office of the Scottish Charity
Regulator (OSCR) under charity number SC015144. Details of the registered office and
company registration number can be found on page 3 of these financial statements.

a) Basis of accounting

The financial statements have been prepared under the historical cost convention unless
otherwise specified within these accounting policies and in accordance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, ‘The
Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland’
(FRS 102) (United Kingdom Generally Accepted Accounting Practice), the Statement of
Recommended Practice (SORP) ‘Accounting and Reporting by Charities preparing their
accounts in accordance with the Financial Reporting Standard applicable in the UK and
Republic of Ireland (FRS 102) (second edition — October 2019)’, the Companies Act
20086, the Charities and Trustee Investment (Scotland) Act 2005 and the Charities
Accounts (Scotland) Regulations 2006 (as amended).

Changeworks Resources for Life meets the definition of a public benefit entity under FRS
102. Assets and liabilities are initially recognised at historical cost unless otherwise
stated in the relevant accounting policy.

The preparation of financial statements requires the use of certain critical accounting
estimates. It also requires directors to exercise their judgement in the process of applying
the accounting policies. Use of available information and application of judgement are
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Notes to the Financial Statements

inherent in the formation of estimates. Actual outcomes in the future could differ from
such estimates. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements are
disclosed in note 3.

The principal accounting policies applied in the preparation of these financial statements
are noted below. These policies have been applied consistently to all the years presented
in dealing with items which are considered material in relation to the charitable
company’s financial statements unless otherwise stated.

b) Going Concern

Following an examination of current performance, major contracts, business
environment, business development plans and reserves position, the directors are of the
opinion that the charitable company can continue to meet its obligations as they fall due
for the foreseeable future. As a consequence, the directors have prepared the financial
statements on the going concern basis.

c) Recognition and allocation of income

Income is recognised when the company has legal entitlement to the funds, the receipt is
probable, and the amount can be measured reliably.

Donation and legacy income include donations, gifts, legacies and grants that provide
core funding or are of a general nature.

Income from charitable activities includes income received under contract or grant
funding which is subject to specific performance conditions. Where there are
performance conditions attached to any grants and donations, income is recognised
when the conditions have been met or when meeting the conditions are within the
charity’s control and there is sufficient evidence that they have been met or will be met.
Income from contracts for services is recognised at fair value (contract value) with the
delivery of the service and when the stage of completion, the costs incurred and the
costs to complete can be measured reliably. Where income is received in advance the
income is deferred until the service has been provided.

Where a grant condition allows for the recovery of any unexpended grant, a liability is
recognised when repayment becomes probable.

Where there are terms placed on income that limit the charity’s discretion over how that
income can be used, that income is shown as restricted income in the accounts.

Gift aid is treated as part of the related gift unless the donor or terms of appeal have
specified otherwise and is credited when receivable.
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Notes to the Financial Statements

Investment income is recognised on a receivable basis and is measured at transaction
value.

d) Volunteers and donated services and facilities

The value of services provided by volunteers is not incorporated into these financial
statements.

e) Recognition and allocation of expenditure

Expenditure is recognised when the charity has entered into a legal or constructive
obligation and is allocated, where possible, directly to the function to which it relates.

Charitable activities include expenditure associated with supply of environmental services
and include both the direct costs and support costs relating to these activities. Support
costs include central functions and have been allocated to activity cost categories on a
basis consistent with the use of resources. Accommodation and central support functions
including finance, ICT and HR are charged to projects. For the year ended 31st March
2023, recharges were set at £13k per full time Edinburgh-based employee.

Governance costs include those incurred in the governance of the charity and its assets
and are primarily associated with constitutional and statutory requirements.

f) Funds

Restricted funds are those which have been given to the charity to be used for specific
purposes as laid down by the donor. Expenditure which meets these criteria is charged to
the fund, together with a fair allocation of support costs.

Unrestricted funds are incoming resources receivable or generated for the objects of the
charity without further specified purpose and are available as general funds.

Designated funds are unrestricted funds that have been earmarked by the directors for a
specific purpose.
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g) Tangible fixed assets

Fixed assets are originally recorded at cost, with only assets costing in excess of £1,000
capitalised. Depreciation is provided on all fixed assets at rates calculated to write off the
cost of each asset, less its estimated residual value, over its expected useful life as
follows:

Equipment — 20% or 33% straight line

Fixtures & fittings —20% straight line

Motor vehicles — 20% straight line

Office Alterations — shorter of 10 years or remaining life of lease
h) Investments

Investments in joint venture entities and in a social investment are held at cost less
accumulated impairment losses.

i) Debtors

Trade debtors are amounts due from customers for goods sold or services performed.
Trade debtors are recognised at the undiscounted amount of cash receivable, which is
normally invoice price, less any allowances for doubtful debts.

j) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and balances with banks and are
measured at fair value.

k) Creditors

Trade creditors are obligations to pay for goods or services that have been acquired.
They are recognised at the undiscounted amount owed to the supplier, which is normally
the invoice price.

) VAT

Input tax relating to some charitable expenditure is irrecoverable and is therefore
reported as part of the expenditure to which it relates when directly attributable. input tax
on overheads has been apportioned accordingly and the irrecoverable portion included in
note 8.
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m) Financial assets and liabilities

Financial instruments are recognised in the balance sheet when the charity becomes a
party to the contractual provisions of the instrument. Financial instruments are initially
measured at transaction price.

Financial instruments are all classified as ‘basic’ in accordance with Chapter 11 of
FRS102.

At the end of each reporting period, basic financial instruments are measured at
amortised cost using the effective interest rate method.

Financial assets are derecognised when the contractual rights to the cash flows from the
asset expire, or when the charity has transferred substantially all the risks and rewards of
ownership. Financial liabilities are derecognised only once the liability has been
extinguished through discharge, cancellation or expiry.

n) Operating leases

Rentals applicable to operating leases where substantially all the benefits and risks of
ownership remain with the lessor are charged to the Statement of Financial Activities on
a straight-line basis over the period of the lease.

o) Pensions

Changeworks Resources for Life makes employer pension contributions, representing
8% of gross salary, for all eligible employees under The Occupational and Personal
Pension Schemes (Automatic Enrolment) Regulations 2010. The charitable company
operates a qualifying group personal pension scheme, into which contributions are paid.
Changeworks staging date for auto enrolment was 15t May 2014 when all eligible
employees were auto enrolled, and re-enrolment took place in 2017 and 2020.

p) Grant making policy

Intervention funding is allocated to private sector households whose income and savings
are below an agreed threshold. Funding is provided if the health of the householder
would be improved by installation of a measure, such as a new heating system. Both the
householder and their health care worker can make a referral to the Affordable Warmth
team.
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Notes to the Financial Statements

In November 2015 Changeworks Resources for Life purchased 5,000 ordinary shares of
£1 in the Edinburgh Community Solar Co-op at a cost of £5,000. The Co-op was set up
to realise a large-scale solar PV project in Edinburgh and the decision was taken to
invest in it to support the initiative, in line with the company’s charitable objectives, rather

than purely with a view to receiving financial return.

A further 5,000 £1 ordinary shares were purchased in December 2020, bringing the total

holding to 10,000 £1 shares.

Dividends of £325 (2022: £443) were received during the year.

Amounts falling due within one year

Trade debtors
Prepayments
Other debtors
Accrued income

Amounts falling due after one year

Amounts owing from related entities

Total

£175,000 loan to Changeworks Recycling Ltd was repaid in full during the year.

3,045,778
104,663
12,769
203,683

3,366,894

3.3686.894

2,077,072
65,212
4,394
177,432

2,324,110

175,000

175,000

2.499.110
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Restricted Funds - Restricted funds are grants that have been awarded to Changeworks
to carry out specific projects within an agreed time period. Balances on restricted funds
constitutes grant instalments received but not yet spent, and are categorised by type in
the above table — there were two restricted projects that had a balance over £50k at year
end:

£75k — balance on funding received during 2022-23 from Ecotricity to provide
training and energy advice resources to enable community groups to support
householders in or at risk of fuel poverty.

(£89k) — balance of funds spent on delivering an Affordable Warmth advocacy
service funded by Energy Redress but not yet reimbursed.

Restricted fund income was £0.9m (2022: £1.3m). There were 19 projects (2022: 24) in
the year delivering these grant-funded services.

Fund Transfers: There were £48k (2022: £nil) transfers between restricted and
unrestricted funds, being reclassification of projects from restricted to unrestricted (£64k)
and losses on completed projects (£16k).

Purpose of designated funds:

Dilapidations Reserve: The fund designated by the Board to cover renovation,
decoration and dilapidation commitments of our various office leases.

Fixed Asset Reserve: The fund designated by the Board to represent the level of
general fund not available for immediate use due to being tied up in fixed assets. The
fund level is equal to the carrying value of fixed assets on the balance sheet.

Investments: The fund designated by the Board to represent the level of general fund
not available for immediate use due to being tied up in illiquid investments. This has
fallen by £50 due to the sale of the charity’s 50% stake in Changeworks Recycling.

Investment Fund: The fund designated by the Board to ring-fence the increase in
reserves resulting from the sale of Changeworks Recycling — to ensure they are used for
future investment and not to meet ‘normal’ operating expenses.

Loans to group companies: The fund designated by the Board to represent the level of
general fund not available for immediate use due to being either loaned to group
companies or ring-fenced as a potential future loan. This has dropped to £nil (2022:
150Kk).
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There were no material capital commitments at the balance sheet date.

Changeworks entered into a lease on its new Edinburgh office in April 2023. It has been
estimated independently that the capitalised fit-out cost (including professional fees) will

likely be in the region of £1m, which has been covered in full in the reserves within
designated funds.
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