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Briefing for the Public Petitions Committee 
 
Petition Number: PE1304
 
Main Petitioner: Kathleen Bryson (on behalf of the Lighthouse Foundation)
  
Subject: Safeguarding funding of charities 
 
Calls on the Parliament to urge the Scottish Government to make 
representations to the banking and other private funding sectors to ensure 
that funding which they provide to charities is maintained in order to protect 
the jobs and services they provide, many of which are carried out on behalf of 
public bodies, and to outline how it will address any funding shortfall as a 
result of the current financial difficulties faced by banks and others.   

Background 
The petitioner is concerned in particular with the potential impact upon the 
charity sector should funding from the Lloyds TSB Scotland Foundation be 
lost. 
Lloyds TSB Foundation Scotland is one of four 'foundations' (England and 
Wales; Northern Ireland; Channel Islands) set up in 1985 by an Act of 
Parliament following the flotation of the TSB on the stock market.  Each of the 
four foundations has a 'covenant' with the TSB that they will receive, jointly, 
1% of the TSB's pre-tax profits.  The Scottish foundation receives roughly 
20% of the total funds available.  In 1995 the merger between TSB and Lloyds 
significantly increased the Scottish Foundation's income.  To date, the 
Scottish foundation has received over £82m from Lloyds Banking Group and 
distributes funds worth roughly £6m per year. 
The Lloyds TSB Foundation Scotland website states that the foundation's 
work "is focussed on funding recognised charities working in Scotland which 
are focussed on improving the quality of life and creating equality of 
opportunity for people in Scotland.  This applies particularly to those who are 
disadvantaged or marginalised". 

Funding Position 
On 13 October, the Chief Executive of the Scottish foundation said that: 

• The organisation was not accepting applications for grants for the 
foreseeable future 

• That it would fully honour existing commitments to charities 

• That, as Lloyds TSB would not be posting a profit for this year, no 
funds would be available for the foundations 
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In the absence of profits Lloyds TSB has offered each of the foundations a 
short-term funding package which is similar to the recent annual income of the 
foundations.  However, in exchange, each of the foundations must agree to a 
new long term covenant to take 0.5% of pre-tax profits and accept a Lloyds 
Director on the board of the foundation.  The Scottish foundation also says 
that Lloyds want a greater say in what the foundation funds as part of the 
deal. 
The Board of the Scottish foundation state that they have taken legal advice 
which considered that the deal is not acceptable as it would undermine both 
the independence of the Scottish foundation and its income in the longer term.  
The Scottish foundation rejected the offer from Lloyds.  In mid-December the 
other three Lloyds TSB foundations reached agreements with Lloyds Banking 
Group regarding their interim funding and longer term funding arrangements.  
The terms of these agreements have not been made public.  The Scottish 
foundation announced in December that, in parallel to working to reach 
agreement with Lloyds Banking Group, the foundation was seeking to raise 
interim funding of £12m from external sources until the Lloyds Banking Group 
returns to profit and the Scottish foundation receives income via the covenant.   

Parliamentary Responses 
The issue has received widespread media coverage and has also resulted in 
motions being tabled in support of the Scottish foundation in the Scottish 
Parliament and Alistair Carmichael MP tabling an early day motion in the 
House of Commons.   
As part of the Economy, Enterprise and Tourism Committee’s ‘Banking 
Inquiry’ oral evidence was taken from Mr Archie Kane, Group Executive 
Director of Lloyds Banking Group, on 2 December 2009.  Mr Kane was 
questioned regarding the situation with the Lloyds TSB Foundation Scotland.  
The main points of his evidence, on this issue, were: 

• That the Lloyds Banking Group did not consider it to be appropriate to 
treat one of the foundations in a different manner from the rest and that 
their ‘door is still open’ to enter into negotiations with the Scottish 
foundation. 

• That the Lloyds Banking Group has increased in size since the 
Covenant was established, firstly through the acquisition of TSB and 
latterly of HBOS.  Accordingly, Lloyds Banking Group are proposing 
that the foundations receive a smaller proportion of what the Group 
expects to be larger total profits. 

The Local Government and Communities Committee, in a discussion 
regarding the Committee’s work programme on 9 December 2009, indicated 
that it intended to take evidence on this issue.  No date was agreed for when 
evidence would be taken. 

Scottish Government Response 
The Cabinet Secretary for Finance and Sustainable Growth has held 
discussions with both organisations urging them to remain in discussions with 
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a view to finding a solution.  For instance the Cabinet Secretary commented in 
response to an oral PQ from Cathie Craigie on 5 November 2009: 

“I have held discussions with both organisations and 
have urged them to remain in discussion to find a 
solution. I will continue to encourage both parties to come 
to an agreement that will enable the valuable support that 
has been provided to charities in Scotland over many 
years to continue in future”.1

The Scottish Government launched the ‘Third Sector Resilience Fund’, 
totalling £1.7m, in late October 2009.  The Fund is targeted at voluntary sector 
organisations which have either experienced increased demand or their 
services have been undermined as a result of the recession.  Grants of 
between £10,000 and £100,000 were available to voluntary sector 
organisations.  Applications for the fund were due by 4 December 2009.  
Applicants will be informed if they have been successful in January 2010.  
Details of the fund can be accessed at: 
http://www.scotland.gov.uk/Topics/People/15300/funding/ResilienceFundStrat
egy1
 
 
Stephen Herbert 
SPICe Research 
5 January 2010 
 
SPICe research specialists are not able to discuss the content of petition briefings 
with petitioners or other members of the public. However if you have any comments 
on any petition briefing you can email us at spice@scottish.parliament.uk
 
Every effort is made to ensure that the information contained in petition briefings is 
correct at the time of publication. Readers should be aware however that these 
briefings are not necessarily updated or otherwise amended to reflect subsequent 
changes. 
 

                                            
1 Scottish Parliament Official Report, 5 November 2009, Col. 20922: 
http://www.scottish.parliament.uk/business/officialReports/meetingsParliament/or-09/sor1105-
02.htm#Col20922
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