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A note on the signposting

Wherever possible we have added links to reliable
charity sector-specific resources and guidance
where we mention them. Every effort has been made
to make sure that theresources are free to access.
Where this has not been possible we have chosen
resources where there isamodest membership fee
forsmall charities. All links were correct at the time of
writing (summer 2024). We cannot take responsibility
forany broken links that may occurin time and chairs
are advised to checkallresources are up to date and
appropriate for their charity.

A note on following this guide

Where this guide signposts to guidance fromthe
Charity Commission please note that thisis the
Charity Commission for England and Wales. For
chairs of charities registered in Northern Ireland

and Scotland we recommend that youreferto the
guidance from the Charity Commission for Northern
Ireland and to the Scottish Charity Regulator.

Charity finance is very context-specific. We offer
thesereflections as prompts for further exploration
ratherthan as professional advice. Please always
consult an appropriately qualified advisor when taking
financial decisions.



About the
Association

of Chairs

Chairing a charity ornon-profitis
unique, rewarding, and demanding.
Yourroleisvital, because effective
board leadership, and effective boards,
are crucial for creating resilient,

thriving charities.

We're here for all chairs in all their
diversity - no matter how big or small your
non-profitis, no matter where you are on
your chairingjourney.

Ourmembership includes vice chairs,
co-chairs, and former chairs. We
understand the challenges of chairing
and are here to help.

We offer:

. Community - the chance to be

part of aunique, collaborative network

of chairs, vice-chairs, co-chairs, and
committee chairs, new and experienced,
from organisations small and large. Our
community meets online, in person, and
onsocialmedia, with opportunities to ask
questions and get support.

° Bespoke resources - access to

our guides, tools, newsletters and

blogs, written by chairs, for chairs. Our
resources are focused onthe unique
demands of the chairing role, and help
you to tackle those tricky issues that crop
up time and time again.

' Training - the opportunity to attend
many varied training events, workshops,
and webinars throughout the year, on
topics that chairs tell us they want to
explore more.

We are the only membership organisation
focused on chairs. We would love for

you tojoinus andbe part of our
collaborative community.

Visit our website
associationofchairs.org.uk

for details of how to join.



http://associationofchairs.org.uk  

Foreword

lam delighted to have been asked to write a foreword to
this guide on Financial Leadership in Small Charities. The
origins of this guide started in 2021 when my predecessor,
Hilary Lindsay, was Almoner during the COVID-19 pandemic.
To help with everyone’sisolation Hilary started the Livery
Charity Chairs Group so that the chairs of livery charities
could share theirexperiences and learn from each other.
She found the information and support of the Association of
Chairsinvaluable as this new venture got underway and she
feltit particularly appropriate to bring before our trustees
(all of them members of ICAEW) the idea of giving a grant to
the Association as away to support good financial practices
across all charities.

Being a Chartered Accountant, dealing with numbers day
inday out, the finances of an organisation do not faze me.
Infact, | love the challenge of looking at the numbers and
using them to paint a picture of the organisation. However,
| realise that financial understanding does not come easily
to everyone and hence this guide was born. As a chair

of a charity, you willunderstand that strong governance

is essential to any successful organisation. Financial
governanceis akey part of that.

This guide willnot make you a ‘qualified” accountant
overnight - you may stillneed qualified accountants in your
charity - butit willenable you to understand why financial
governanceis soimportant and give you the tools to help you
inyourrole as chair.

lhope you find the guide helpful. We at the Chartered
Accountants’ Livery Charity are delighted that we can support
the Association of Chairs, andin particular new chairs of small
charities, in this way.

Beverley Turner
Almoner and Chair of the Trustees, Chartered Accountants’
Livery Charity
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Welcome and about this guide

Congratulations onbecoming chair of a small
charity. Being a chair of a small charity is a wonderful
opportunity to make a meaningful contributionto a
cause that has special meaning to us personally.

There are around 170,000 charities on the Charity
Commissionregister. Most of those are small with an
annualincome of less than £1m. Many are volunteer-led
and do not have any paid staff. This set of reflectionsis
fornew chairs who are starting theirleadership journey
at one of these wonderful small charities.

Yourroleis aunique one. Itistolead the board and
ensure that the charity practises good governance.
In our guide, A Chair's Compass, we explore the
four core elements which underpin and support this
leadershiprole:

» Clarity of purpose

» Cohesive board action

» Considered decision-making
» Constructive relationships

When it comes to financial leadership, the chairhas
no special responsibilities. All trustees - and we
can’'temphasise this enough - all trustees are jointly
and collectively responsible. However, your duty to
lead the board in delivering good governance also
extends to financial governance.

Inthis set of reflections, we invite you to explore
each of your fourleadership responsibilities through
the lens of financial governance. We also invite

you to consider a fifth, to explore yourrolein
supporting yourself and fellow trustees in building
financial confidence.

This documentis not an exhaustive guide to finance.
Neitheris it an exhaustive guide to the financial
responsibilities of trustees. There are plenty of
resources available elsewhere which cover both of
these and we signpost to some of these below.

Ouraimhereis to address the unique nature of the
role of the chair. To this end, we have put together

this set of reflections to support you at the start of
your chairing role by considering five key financial

governance questions:

» How canlsupport trustees with their
financial duties?

» What board arrangements will support our
financial governance?

» Do we have a clear financial plan?

» Do we have the financialinformation that
we need?

» Are key finance relationships working well?

Inthe appendix at the end, we offer a framework for
youto do aself-assessment and chart your progress.

And while we offer these reflections to all those who
are new to their charity chairrole and who are leading
smaller organisations, given that good financial
governance is alifelong learning endeavour, more
experienced chairs and those of larger organisations
might also find some value in what follows.

We hope that you find it a useful resource to support
youinyour own reflections.



QUESTION ONE

How can | support trustees
with their financial duties?



How can | support trustees

with their financial duties?

What we mean

Trustees have financial duties that they need to fulfil
and it falls to you as the chair to make trustees aware
of thisand support themin fulfilling this duty. It is
important torememberthat trustees are “collectively
responsible for the financial impact of any decisions
takenwith their authority”!. Your chairing role itself
does not give you specific finance duties. However,
you do have the job of leading the board to create the
conditions for good financial governance to

take place.

Reflections

When it comes to the financial stewardship of

the charity, eachindividual trustee has financial
responsibilities that they need to fulfil collectively.
Itisyourrole as chairto make this collective
actionhappen.

While itis not essential for all chairs and trustees

to have had formal finance training or come from

a professional finance background, what all board
members do needis a good understanding of
trustees’ financial duties and how to fulfilthem, and
the ability to understand the financial papers and
contribute meaningfully to financial discussions.

Itis worth noting that managing the finances of
acharityis not always the same as managing the
financesin a for-profit organisation. For example,
charities oftenreceive income whichisrestricted
to specific activities and the period that the income
covers doesn't always align neatly with the charity’s
financial year. It can be tricky sometimes to follow
the flow of funding. All of this can quickly add a layer
of complexity to understanding a charity’s financial
position. Fortunately, thereis alot of excellent
guidance, training and mentoring available to support
trustees and we signpost to some of these below.

1 CC3TheEssential Trustee

Recommendations

Recognise that many trustees may be encountering
these finance duties for the first time and may need
support with their finance learningjourney. A good
place to start foran overview of trustees’ dutiesis
the Charity Commission’s CC3 guide which requires
trusteesto:

» Carry out the charitable purposes forthe
benefit of the public.

» Comply with your governing documentand
thelaw.

» Actinthe bestinterests of the charity.
» Manage resourcesresponsibly.
» Actwithreasonable care and skill.

» Ensure your charity isaccountable.

You'llalso want to read the Charity Commission
guide ‘Managing charity finances’. This sets out
requirements to protect the money, manage
payments to trustees, keep good financial records,
know the financial position and manage financial
difficulties promptly. You need to read this along
with ‘What to send to the Charity Commission’ which
requires trustees to keep the Charity Commission
registerup to date, file a Trustees Annual Report and
Accounts, submit anannual return and report any
seriousincidents.

Invest time and, where appropriate, resourcesin
regularboard finance training torefresh trustees on
their financial responsibilities and update them on any
developmentsin the regulatory requirements. If your
budgets are tight, encourage trustees toread the
Charity Commission guidance, and look out forand
attendfree training. Forexample, yourlocal Council
forVoluntary Service (CVS) oftenhold free or low

cost training.



Hold individualinductions for all new trustees

to familiarise them with the charity’s finances.

You may want to explain the business model, the
reserves policy, the financial history, the current
financial position and any financial challenges and
opportunities ahead.

Undertake regular one-to-ones with existing trustees
to checkhow comfortable each of themis feeling
with fulfilling their finance duties. Use these as an
opportunity to assess the extent to which trustees
understand the financial reports presented at board
meetings and how comfortable they feel contributing
to the financial decision-making. Many trustees will
find it easier to admit to alack of financial awareness
in a one-to-one setting than at aboard meeting.

Some questions to think about

How canl support trustees to build
financial confidence?

Some peoplelove numbers. Others find
them baffling, and some people find them
anxiety-provoking. What steps can you take
to support trustees with building their
financial confidence?

Are ourresources protected?

Thisis frontand centre of atrustee’s finance duties. All
boards need a set of robust financial controls so that
theresources are applied to the charitable objects
inline with any donorrestrictions. Do you have robust
financial controlsin place and are they up to date?

Do we keep good financial records which
communicate our financial position clearly and

are we well-placed to manage financial
difficulties promptly?

Good financial governance is underpinned by good
financialinformation. Are you confident you have the
information that you need? We consider thisin more
detail in section four of this guide.

Is our Charity Commission register up to date?

Your Charity Commission register entry is your
compliance window to the world. When up to date
and completeitis a sign to stakeholders that you are
on top of your financial governance.

Resources
CC3The Essential Trustee; What you need to know,

what youneedto do

CCS8Internal financial controls for charities

Charity Commission Managing charity finances

Institute of Chartered Accountants of England and

Wales (ICAEW) Free online trustee finance training

ICAEW Charity community

Financial governance: A gentle guide for the

non-financial charity trustee

Charity Finance Group guide - Essential charity

finance for small charities, includes checklists for the

board and forindividual trustees

Directory of Social Change - It’s a nightmare with

the numbers

Glossary of finance terms - Charities SORP
Appendix One



https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-know-cc3
https://www.gov.uk/government/publications/internal-financial-controls-for-charities-cc8
https://www.gov.uk/guidance/managing-charity-finances
https://www.icaew.com/technical/charity-community/trustee-training-modules
https://www.icaew.com/technical/charity-community/trustee-training-modules
https://www.icaew.com/groups-and-networks/communities/join-charity-community
https://www.dsc.org.uk/wp-content/uploads/2017/07/Financial-governance-guide_Dorothy-Dalton_Rathbones_ACEVO_interactive_final_May-2017.pdf
https://www.dsc.org.uk/wp-content/uploads/2017/07/Financial-governance-guide_Dorothy-Dalton_Rathbones_ACEVO_interactive_final_May-2017.pdf
https://cfg.org.uk/membership/charity_membership/charity_finance_for_small_charities_guides/essential_charity_finance_for_trustees
https://cfg.org.uk/membership/charity_membership/charity_finance_for_small_charities_guides/essential_charity_finance_for_trustees
https://cfg.org.uk/membership/charity_membership/charity_finance_for_small_charities_guides/essential_charity_finance_for_trustees
https://www.dsc.org.uk/publication/its-a-nightmare-with-the-numbers/#:~:text='This%20book%20addresses%20the%20%E2%80%9Cnightmare,helpful%20examples%20drawn%20from%20practice
https://www.dsc.org.uk/publication/its-a-nightmare-with-the-numbers/#:~:text='This%20book%20addresses%20the%20%E2%80%9Cnightmare,helpful%20examples%20drawn%20from%20practice
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://charitysorp.org/documents/23956307/23964541/appendix-1-glossary-of-terms.pdf/1d061cc3-858d-84c1-eaf1-4503942861e2?t=1639562115869
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://charitysorp.org/documents/23956307/23964541/appendix-1-glossary-of-terms.pdf/1d061cc3-858d-84c1-eaf1-4503942861e2?t=1639562115869

QUESTION TWO

What board arrangements will
support our financial governance?



What board arrangements will
support our financial governance?

What we mean

Sometimes as charities grow and financial matters
become more complex andinvolved, the finances
need alevel of scrutiny that exceeds the time
afforded by board meetings alone. At times like this,
delegating some of the scrutiny to individuals or
sub-committees can be areally useful way to extend
board-level capacity and allow deeper consideration
of the finances. Where such arrangements exist,
itisyourrole as chairto make clear the purpose of
each one, whether any decision-making rights have
been delegated and how all workstreams join up and
complement one another.

Therole of the treasurer

Sometimes, charities appoint an honorary treasurer
whoisresponsible for “monitoring the financial
administration of the charity and reporting to the
board of trustees, in compliance with the governing
document”’?. Similar to the chair, the treasurer has no
specific decision-makingrights, and whetheraboard
has a treasurer ornot, all trustees remain collectively
responsible forthe finances.

ltisimportant that the board does not deferto the
treasurer and take theirword as gospelwhenitcomes
to financial decision-making. You have akeyrolein
ensuring that trustees feel comfortable questioning
the treasurer andin making sure all voices are heard. It
isworth noting thatin our experience, more often than
not, some of the best finance questions cancome
from trustees with the least financial knowledge or
background, and all views are to be encouraged.

2 https://honorarytreasurers.org.uk/governance/
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We are often told that it can be difficult for smaller
charitiestorecruit a treasurer. This does not necessarily
need to compromise the quality of financial
governance. Many small charities operate very well
without a treasureronthe board. Indeed, thereis a
view that having a treasurer can be detrimental to the

board onthe basis thatit can absolve other trustees
from engaging with the finances.

However, our view, unsurprisingly, is that a treasurer
can help enormously whenit comes to elevating
the financial expertise - and resulting financial
resilience - at boardlevel. For support with finding
atreasureryou might want to explore the services
of Reach Volunteering, ICAEW Volunteers and

Charterpath. To find out more about the treasurerrole,
visit the Honorary Treasurers Forum.

The finance sub-committee

The exact remit of the finance committee varies
from charity to charity but generally its purpose is
to oversee the proper management of the charity’s
finances, review management accounts, budgets
and forecasts. We recommend that members

of the committeeinclude both financial and
non-financial trustees as this range of focus can
lead toricherdiscussions.

A chair shares their experience

“Forus, there was huge value in settingup a
finance sub-committee asit allowed proper
time forreview and challenge of financial
matters - but a clear delegation of authority
and full transparency was essential, as

was making sure any board member was
welcome to join as amember or observer
and making full minutes available to the
board was also important.”


https://www.civilsociety.co.uk/news/the-role-of-treasurer-should-be-abolished.html
https://www.civilsociety.co.uk/news/the-role-of-treasurer-should-be-abolished.html
https://reachvolunteering.org.uk/
https://volunteer.icaew.com/
https://www.charterpath.org.uk/
https://honorarytreasurers.org.uk/

However, itis also worth noting again that many
smaller charities operate very well without a
sub-committee and we always recommend that
careful considerationis given to setting one up
before doing so.

A chair shares their experience

“Ihad a very challenging experience
where a finance sub-committee became
the de facto board. We resolved this, over
time, by having a very clear delegated
authority and terms of reference that were
revisited periodically.”

When setting up a sub-committee for the first time,

it can be helpful to start with a time-limited working
group to see how it affects board dynamics before
making it a permanent feature of the board. The
Association of Chairs has memberresources onthe
role of committees which you can download from our
memberresource library.

Recommendations

Scheme of delegation

Whatever arrangements you and the board put

in place to manage and scrutinise the finances,

being clear about their purpose and any delegated
authoritiesis essential. This can be achieved with a
scheme of delegation for a finance sub-committee,
arole description foratreasurerand ajob description
and clear finance policies fora CEO.

Clear purpose

Trustees should be keptinformed about the work
being undertaken by each workstream and they
should be given opportunities to question and
challenge any reports orrecommendations arising
fromthem.
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Coordination

Considerholding regular meetings with the

treasurer, any chairs of sub-committees and the

chief officerto ensure there s full oversight of - and
cohesion of - allworkstreams. Alot of the groundwork
forgood financial governance happensinbetween
board meetings!

Board meetings facilitation

You as chairhave a special role in ensuring that the
board stays focused onits financial duty. Alot can

be achieved witha good meeting agenda and
careful chairing of meetings to give adequate time to
consider the financial matters, ensure all voices are
heard and keep decision-making on track. It never
hurts to remind trustees that the only stupid question
infinance is the one we don’t ask!

And finally itisimportant toremember that trustees
remainjointly and collectively responsible for their
financial decision-making and any work delegated
toanindividual oracommittee supportsratherthan
replaces that collective duty.

Resources

AoC Making board committees work (available

tomembers)

The National Council for Voluntary Organisations

(NCVO) Financial Procedures Manual with example

delegation authorities

NCVO documenting your delegation

NCVO sub-committee terms of reference guidance

Honorary Treasurers Forum for Treasurer job

descriptions and support

The Charity Treasurer's Handbook

Independent examinations of charity accounts:

guidance for trustees

The Association of Chief Executives of Voluntary

Organisations (ACEVO) example terms and

references for a Finance and Audit committee



https://www.associationofchairs.org.uk/members-area/memberresources/
https://www.associationofchairs.org.uk/members-area/memberresources/
https://www.ncvo.org.uk/help-and-guidance/governance/financial-procedures-manual/?gad_source=1&gclid=CjwKCAjw9cCyBhBzEiwAJTUWNbEjAkrQNWbaNCortAzwpT2q1sRgo2emF57NPLNVlJ7P8xna8a6O-xoCS0QQAvD_BwE
https://www.ncvo.org.uk/help-and-guidance/governance/financial-procedures-manual/?gad_source=1&gclid=CjwKCAjw9cCyBhBzEiwAJTUWNbEjAkrQNWbaNCortAzwpT2q1sRgo2emF57NPLNVlJ7P8xna8a6O-xoCS0QQAvD_BwE
https://www.ncvo.org.uk/help-and-guidance/governance/financial-procedures-manual/?gad_source=1&gclid=CjwKCAjw9cCyBhBzEiwAJTUWNbEjAkrQNWbaNCortAzwpT2q1sRgo2emF57NPLNVlJ7P8xna8a6O-xoCS0QQAvD_BwE
https://www.ncvo.org.uk/help-and-guidance/governance/making-decisions-as-a-board/delegating-decisions-to-committees-and-employees/#:~:text=quickly%20as%20possible.-,Documenting%20your%20delegation,of%20the%20delegations%20are%20found.
https://www.ncvo.org.uk/help-and-guidance/governance/board-basics/sample-documents-and-templates/sub-committee-terms-of-reference/
http://www.honorarytreasurers.org.uk
http://www.honorarytreasurers.org.uk
https://www.dsc.org.uk/publication/key-guides-the-charity-treasurers-handbook/
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31/independent-examination-of-charity-accounts-trustees#:~:text=The%20trustees%20will%20usually%20be,%C2%A33.26%20million%20or%20less
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31/independent-examination-of-charity-accounts-trustees#:~:text=The%20trustees%20will%20usually%20be,%C2%A33.26%20million%20or%20less
https://www.acevo.org.uk/wp-content/uploads/2021/02/TEMPLATE-Finance-Audit-committee-terms-of-reference.docx
https://www.acevo.org.uk/wp-content/uploads/2021/02/TEMPLATE-Finance-Audit-committee-terms-of-reference.docx
https://www.acevo.org.uk/wp-content/uploads/2021/02/TEMPLATE-Finance-Audit-committee-terms-of-reference.docx

QUESTION THREE

Do we have a clear financial plan?



Do we have a clear financial plan? ®

What we mean

One of your primary tasksis to ensure that the board
sets acleardirectionandis undertaking activities

to achieveits aims. Whenit comes to the finances,
thismeans ensuring that the organisationhas a

clear financial plan to deliver the organisation’s
strategy. The financial plan should consider the
financialimplications of the intended strategy,

and it should commit to a course of action that
manages the financial risks and optimises the
financial opportunities over the longer term. A good
financial planneed not belong. It will simply set out
the charity’s current financial position, itsintended
financial goal, the financial policies it willadopt, and
thejourney it will take to get from Ato B. (Common
policiesinclude the reserves policy, the remuneration
policy and a full costrecovery policy.) The plan
willmake sure that the board’s strategy is actually
achievable and that it does not compromise the
future financial sustainability of the charity.

Reflections

Without a financial plan, many charities are simply
floating adriftin the seas of change. However, in
today’'s economic climate where there is a high
degree of financial uncertainty, a highly fixed
long-term financial planis not appropriate. For many
of us, a flexible approach will be far better so that we
canadaptandrespondto change as needed. Since
the pandemic, much has beenwritten about the
benefits of investing time in building organisational
resilience to protect against change and uncertainty.

“Organisational resilience is the ability of
an organisation to anticipate and prepare
so that we can adapt andrespond to
incremental change and sudden disruption
in order to survive and prosper.”3

3 https://www.bsigroup.com/en-IE/our-services/Organizational-Resilience/
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When building the financial resilience of a charity, you
canstartby:

» Anticipating the possible financial future
with forecasts.

» Preparing foruncertainty by building reserves.

» Adapting to change by considering differing
financial scenarios.

» Respondingin good time with early
warning indicators.

If youwould like to explore this further, the Lloyds
Bank Foundation for England and Wales (LBFEW)
Organisational resilience framework written with

and for small charities has questions which you can
use to assess your ownresilience, strengths and
development points.

Recommendations

Encourage the board to think big picture,
long-term

Invest time during the year to explore different
scenarios, determine the key financial risks and
opportunities and theirimpact on beneficiaries.

Work with trustees to agree on a clear and simple
financial plan

This will help ensure that the organisation’s strategy
is financially achievable. Alot can berevealedin

the planning stage! The chairdoesnotneed to be the
one to actually write the financial plan - this can be
done by the treasurer, or chief officer or finance lead
if they exist - but youdo need toputinplace

the arrangements fora planto be developed and,
onceitisinplace, make sureitisimplemented

and monitored.


https://www.lloydsbankfoundation.org.uk/development/useful-resources/organisational-resilience-programme
https://www.lloydsbankfoundation.org.uk/development/useful-resources/organisational-resilience-programme
https://www.lloydsbankfoundation.org.uk/development/useful-resources/organisational-resilience-programme

Commit to building the organisation’s longer term
financial resilience

Build flexibility into both the organisation’s strategy
andinto the supporting financial plan to allow the
charity to adapt and respond to change as required.
Develop the financial reporting so that the charity can
anticipate the future with forecasts, be able to absorb
shocks withreserves andrespond to risk with some
good early warning indicators (see section four of this
guide on financialinformation).

Recognise that reserves are a key part of yourlonger
term financial resilience

Your financial plan should maintain your reserves within
the agreedreserves policy set by the board. Your
reserves should notbe a surprise at yearend - you
should report onreserves regularly mid-year. We are
oftentold that the Charity Commissionrequires 3-6
monthsinreserves. Thisis amyth! Yourreserves policy
should be specific to your own organisation and it
should be sufficientto coveryourrisks. Where thisis
not possible, youneed to understand and manage the
risks of having low reserves.

A chair shares their experience

“Having a simple financial plan with a clear
reserves policy was critical forus. Inone
version of the future we were fine. In another
version we were going to be facing some
difficult decisions. Forecasting our worst
case and our best case and charting a
course between the two helped us work
through some difficult times financially.”

15

Some questions to think about

Do alltrustees understand what your charity is trying
to achieve financially?

Do you have a simple multi-year financial plan
which shows the financial implications of your
intended activities?

In particular, have you considered the impact on
yourreserves?

Critically, do you understand what your financial plan
means for your beneficiaries?

Resources
NCVO Writing a charity finance strategy

NCVO often runs finance strategy training - visit the

events section of their website

LBFEW Organisational resilience framework

Embrace Finance resources on small charity

financial resilience



https://www.ncvo.org.uk/help-and-guidance/running-a-charity/financial-management/planning-and-budgeting/writing-a-financial-strategy/
https://www.ncvo.org.uk/training-events/
https://www.ncvo.org.uk/training-events/
https://www.lloydsbankfoundation.org.uk/development/useful-resources/organisational-resilience-programme
https://www.embracefinance.org.uk/
https://www.embracefinance.org.uk/

QUESTION FOUR

Do we have the financial
information that we need?



Do we have the financial

information that we need?

What we mean

Yourroleis to steward the decision-making process
to ensure sound decisions are made in the best
interests of the charity (assuming that it is financially
stable) and that any conflicts of interest are managed.
When it comes to financial decision-making, your first
concernis to make sure that the boardis confident
that the charityis a going concern“and that it takes
appropriate actionwhenthisisin question. Once this
is satisfied, the purpose of the decision-making is

to deliverthe agreed financial plan and build longer
term financial resilience. In this section we focus on
the need foraccurate, reliable and timely financial
information when making sound financial decisions.

Reflections

As chair, youlead onthe board agenda anditis your
role to ensure that the finances get an appropriate
amount of time forreview during meetings. All finance
information provided to the board needs to be up

to date, accurate and clearly presented. Forvery
small charities orthose with a simple financial profile,
itmight be sufficient to set and monitor a budget,
keep simple financialrecords in an Excel cashbook,
have areserves policy and prepare and file year-end
accounts (the type of accounts required depends on
the charity’s annualincome and constitution.) An Excel
cashbookis astandard Excel template to do simple
bookkeeping. Agood accountant willbe able to
provide one and help you customise it for your charity.
Free online templates are also available. Always check
that these suit your needs and audit the template first
to check forbrokenformulas orlinks.

As your small charity grows, itis very likely you will
need some or all of the following:

» Anannual operating budget by fund to make
sure the planned activities are affordable,
restrictions are honoured and reservesremain
withintargetlevel.

» Aregularmanagementreport comprising:

» anactualvbudgetreport which shows where
the position on grants and reservesis different
frombudgetin orderto take corrective action.

» acash-flow forecast to be confident in paying
bills as they fall due.

» abalance sheettoensure assetsremain
greaterthanliabilities.

» some chartsto track key trends and alert you
to problems.

» arisk registerto monitor key financial risks.
» Asetof SORP compliant year-end accounts.

Aside from the very small charities who can prepare
receipts and payments accounts, youryear-end
accountswillneedto be preparedinaccordance with
the Charities Statement of Recommended Practice.

4 Broadly speaking, going concernis anaccounting conceptinwhich a charity is able to continue its operationsin the foreseeable future and meetits financial
obligations as they fall due. For more technical guidance we recommend this AACA FactSheet.
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https://www.accaglobal.com/gb/en/technical-activities/technical-resources-search/2023/november/Technical-factsheet-Going-concern-alternative-basis-accounts-preparation-for-charities-reporting-under-UK-Ireland-gaap.html?cq_ck=1700241574793
https://www.gov.uk/government/publications/charities-sorp-2005

Leadingin times of
financial uncertainty

Many smaller charities tell us that they are facing
financial uncertainty and some are experiencing
financial difficulties. Itis vital that boards are able to
assess financial risks with confidence and that trustees
are aware of their financial responsibilities in times

like these.

When it comes to managing financial difficulties,

we recommend reading the Charity Commission
guidance note ‘Managing financial difficulties’ as a
starting point. If you have concerns about your charity’s
financial future, the Association of Chairs canalso
signpost membersto afreeinsolvency helpline. If

you have concerns that your charity may need to close
aproject orthe whole organisation you may want
tovisit The Decelerator, an organisation which supports

charities through endings. Furtherresources are
listed below.

Recommendations

Commit to good financial governance

Yourroleisto ensure that the board has timely,
reliable and accurate financial information to support
its financial decision-making. We recommend
circulating the finance papers atleast a week ahead
of the meeting to allow trustees time to review and
digest them. We alsorecommend inviting trustees to
submit finance questionsinadvance and come to the
meeting prepared to discuss the papers.

Invest in good finance systems and processes
Good financialinformationis not possible without
good finance systems and processes - and someone
with the skills and expertise to implement them
effectively. Asmallinvestmentin charity finance
expertise can go along wayin makingit all

run smoothly.
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Make financial reports accessible to
non-financial trustees

Try to present key messages in a mix of words,
pictures and numbers. Afew simple chartsand a
narrative cango alongway!

Reserves, reserves, reserves!

When building financial resilience, commit to
maintaining reservesinline with the agreed policy.
Track reserves levels during the year.

Financial resilience is about managing financial risk
In our experience, the tendency is for financial
reporting to focus on the past. To build financial
resilience you also needtolookto the future. A
year-end forecast alongside some simple charts
showing key trendsin, say, income and expenditure
andreserves, can go alongwayin alerting you to
financial risk in time for you to take corrective action.


https://decelerator.org.uk/

Some questions to think about

Does the board understand the financial information
thatis presented toitand doesit have the ability to
assess and manage its financial risk?

» Asaminimum, is the charity a going concern
and able to payits bills as they falldue for the
foreseeable future?

» Doesithave adequatereserves and anup-to-
datereserves policy?

» Isthere an operating budget for the coming year
and doesitinclude securedincome only oris
there a fundraising target forthe year?

» Isthe fundraising target larger than the current
reserves level and does the charity have systems
tomanage therisks shouldincome notreach
targetlevels?

Could thereports be presented better, to help
non-financial trustees get to grips with the finances
and ask questions?

» Doesthe financial reportinginclude an actual
vbudgetreport by fund and doesitreportonthe
currentreserves position?

» Doesthereportinginclude a forecast and show
where restricted funds are likely to be over or
underspent, and whetherreserves are going up
ordown?

What canyou do as chairto encourage the board to
consider and manage your key financial risks?

» Are the key financial risks captured and monitored
in your organisational risk register?

» Mightyoualsoinclude afew chartsinyourregular
finance reports which show some of the key
trends and future predictionsinyourincome and
expenditure, reserves and cash overtime to alert
you to potentialicebergs ahead?
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Resources

SayerVincent guide to reading charity accounts

NPC’s The little blue book; Guide to
analysing charities

CCI19 Charity reserves: building resilience

CCl12Managing a charity’s finances

Charity Commission guide on Managing

financial difficulties

CCl15d Charity reporting and accounting: the

essentials

Saffery - Going concern considerations for charities

Association of Chartered Certified Accountants

(ACCA) - technical factsheet onbeing a
goingconcern

AoC Insolvency guidance - available to members



https://www.sayervincent.co.uk/publications/reading-charity-accounts/
https://www.thinknpc.org/wp-content/uploads/2018/07/Little-Blue-Book-for-web.pdf
https://www.thinknpc.org/wp-content/uploads/2018/07/Little-Blue-Book-for-web.pdf
https://www.gov.uk/government/publications/charities-and-reserves-cc19
https://www.gov.uk/government/publications/managing-financial-difficulties-insolvency-in-charities-cc12
https://www.gov.uk/government/publications/managing-financial-difficulties-insolvency-in-charities-cc12/eaf0f321-7428-4723-872d-d426c6068db1
https://www.gov.uk/government/publications/managing-financial-difficulties-insolvency-in-charities-cc12/eaf0f321-7428-4723-872d-d426c6068db1
https://www.gov.uk/government/publications/charity-reporting-and-accounting-the-essentials-november-2016-cc15d
https://www.gov.uk/government/publications/charity-reporting-and-accounting-the-essentials-november-2016-cc15d
https://www.saffery.com/insights/articles/going-concern-considerations-for-charities/
https://www.accaglobal.com/gb/en/technical-activities/technical-resources-search/2014/july/technical-factsheet-187-going-concern.html
https://www.accaglobal.com/gb/en/technical-activities/technical-resources-search/2014/july/technical-factsheet-187-going-concern.html
https://www.accaglobal.com/gb/en/technical-activities/technical-resources-search/2014/july/technical-factsheet-187-going-concern.html
https://www.associationofchairs.org.uk/

QUESTION S

Are key finance relationships
working well?



Are key finance relationships

working well?

What this means

Good financial governance cannot be achieved

with the right board structure and the right financial
information alone. It takes good working relationships
between allmembers of the board to do good
financial governance. Yourrole as chairis to recognise
this, invest time to nurture relationships and keep
theinevitable tensions constructive, in support of
beneficiaries’ interests. Inshort, it is the chairwho
turns a group of individual trustees into an effective
board. Allrelationships are important. Below we
highlight some of the key relationships withrespect to
financial stewardship.

Reflections

The chair and the board

When it comes to the financial stewardship of the
charity the chairis the conductor of the orchestra
ratherthan composer of the music. Yourrole is one of
oversight, coordination and facilitation and your aimis
to set the culture to generate collective responsibility.
This canbe achieved by modelling a positive attitude
towards financial stewardship and encouraging
trustees to embrace the finances.

The chair and the auditor

Allsmall charities registeredin England and Wales
withanincome over £25,000 pa willneed external
scrutiny of theiryear-end accounts. For smaller
charities with anincome under £1m pa (and gross
assetslessthan £3.26m) this willlbe anindependent
examination. Forlarger organisations thiswillbe a
fullaudit. Itis yourrole to ensure that the charity has
the correct form of external scrutiny from a suitably
qualified professional. Itis the board that appoints
the independent examiner or auditor, and while the
treasurer liaises with the auditor on specificissues
(suchastheboard’srepresentation letter), it canbe
helpful foryou as the chair to hold the relationship with
the auditor.
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A chair shares their experience

“I had the experience of a treasurer who was
incorrectly accounting forrestricted and
unrestricted funding. Not only that but the
management accounts told the board very
little. It was through our relationship with the
auditor that we managed to eventually sort
this out. It can be very helpful for the chair
to have adirect and independent
relationship with the external auditor or
examiner, especially if the treasureris not

a chartered accountant with extensive
charity experience.”

The chair and the CEO

Running a charity can be a challengingjob at the best
of times, and thisis especially trueif the charity is
experiencing financial difficulties. You have to both
support andline manage the CEQO. Clearlines of
delegation canhelp remove some of the uncertainty
and confusion that can come when buildinglonger
termfinancialresilience. They also free up valuable time
tofocusontheissues athandratherthan waste time
revisiting who can and should be doing what.

The chair and the finance team

All charities need someone to do the heavy lifting on
the financialrecord-keeping andreporting. Some
willhave avolunteer, maybe the treasurer oranother
trustee, who will roll their sleeves up and do the
work (this will be in addition to rather than instead of
the financial governance duties we have reviewed
above). Others might have anin-house member of
staff wholeads onthe finances. Others putinplace
external professional support ora mix of in-house and
outsourced support.

If aboard memberisleading on the financial
recording andreporting the board will stillneed to
scrutinise the numbers and take steps to keep this
arrangement under review to make sure it is still



workinginthe bestinterests of the charity. If you

are fortunate to have staff then you willwant to be
confident that they feel supportedin theirroles, with
accesstothe expertise, knowledge and systems
required to manage the particular financial profile of
your own charity. It will also be important to determine
andrespect formalline management responsibilities.
No-one wants to be managed by more than one boss!

Yourroleis not necessarily to make the arrangements
ormanage themonceinplace. Itis to ensure that
whatever arrangements areinplace are adequate
forthejobinhand, that everyoneinvolved has

whatis needed for them to operate effectively
andthat, again, allworkstreams are joined up and
complementing each other.

The chair and the treasurer

We cover therole of the treasurer above (see

p.11). The relationship between the chairand the
treasureris a critical one. Whenit works wellit can be
transformative. Whenit doesn’tit can be challenging.
We recommend investing time in the relationship,
creating one of mutual respect and understanding
but not one of deference. The financial considerations
are often only part of the wider decision-making. For
more guidance onworking with a treasurer, visit the
Honorary Treasurers Forum.

The chair and the chair

Being a chaircan belonely at times. There are big
decisions to be made and when there are vulnerable
beneficiariesin the mix the stakes can feel high.
Rememberthat when it comes to the finances, all
trustees have collective responsibility. Yourjob is not
todoitallanditis nottohave allthe answers, itis to
lead and to ensure that you and your fellow trustees
ask theright questions. Our finalrecommendationis
to bekindto yourself, invest in the support you need
and celebrate your successes.
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A finalword

Thank you for downloading this guide. We hope that
youfindit ausefulresource. Being a chairis one of
the most rewardingrolesin a small charity. We wish
you wellinyour chairingjourney and we thank you for
being part of our community.

A chair shares their experience

“Having clear financial parameters which
the board delegates to the CEO to work
withinis essential. These include a finance
policy, areserves policy, and a delegation
of authority. We ran without proper
documented delegation of authority - or
indeed a CEQO job description - up until

an external governance review (which

was voluntarily requested by the board).
The lack of formal structure of delegated
authority and the lack of a job description
were determined to be the root cause of
extensive confusion around responsibilities
and authorities, which had resultedina

real mess. |am pleased to say that two years
on - with some hard work and guidance
from our auditor - we managed to get all of
this sorted.



Financial governance matrix
for chairs

with their financial
duties?

sharing CC3The Essential Trustee
and signposting to relevant
financial training and guidance.

lensure that the board invests
time and where appropriate
resourcesinregularboard
finance training to refresh
trustees on their financial
responsibilities and update
them on any developmentsin
the regulatory requirements.

Question A Compliant B Developing C Mature
QTHow canl I support trustees with their Aplus.. AandBplus..
supporttrustees | financelearningjourney by

I hold individual inductions for
allnew trustees and ensure that
they are familiar with the financial
profile of the charity.

lundertake regular one-to-ones
withindividual trustees and
ensure they have opportunities
toraise any concerns they

may have.

Q2 What board
arrangements
will support
our financial
governance?

Iwork with the board to consider
the financial governance
arrangements that will best
support our charity.

Each committee has ascheme
of delegation which clearly
defines purpose and scope and
is followed and maintained.

All officers and appointed

staff have arole andjob
descriptionwhich clearly defines
delegated authorities.

lensure that trustees and staff
are clear about the purpose

and remit of each committee
and officerrole and are kept
informed about the work being
undertaken by each workstream.

Trustees have the opportunity
to question and challenge any
reports orrecommendations
arising from them.

| setagendas andrun meetings
which ensure trustees are
focused onand can fulfil their
financial duties.

Alltrustees areinvited

to question the financial
information and encouraged
to participate in the financial
decision-making.

Ihold regular meetings with
the treasurer, any chairs of
sub-committees and the chief
officerto ensure that thereis
full oversight of - and cohesion
of - allworkstreams.

Q3 Dowe have
aclearfinancial
plan?

Iwork with trustees to set aclear
and simple financial plan which
we follow.

I commit to building the
organisation’s longerterm
financial resilience by supporting
the board to take decisions
which build flexibility into both
the organisation’s strategy and
into the supporting financial plan
to allow the charity to adapt and
respond to change asrequired.

lwork with trustees so that

our boardrecognises that
reserves are akey part of our
longer term financial resilience
and that our financial plan should
maintain our reserves within

the agreedreserves policy set
by the board and manage the
risks appropriately when thisis
not possible.
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Question A Compliant B Developing C Mature

Q4 Do we have Ihave created the expectation Our charity makes financial We have anup-to-datereserves
the financial that we willinvestingood reports accessible to policy that we use to support our
information that finance systems and processes | non-financial trustees. short- andlonger term financial
we need? to deliver financial reports decision-making.

that support informed I check with trustees that

L . they have the information We trackreserves during the
decision-making and enable . '
needed to fulfiltheir financial yearand know when they are
trustees to manage shortand o - .
responsibilities. within - and without! - the

longer term financial risks. '
agreedreserves policy.

We have a set of indicators
which show us financial trends
and which alert us to potential
problemsin good time to take
corrective action

Q5 Arekey finance | We have appointed an Irecognise that whenit comes Our key relationships are

relationships appropriately qualified to the financial governance of working well. No voice

working well? independent examiner or auditor | the charity, responsibility lies dominates discussions and
and have accesstoup-to-date, | withalltrustees collectively. difficultiesinrelationships are
reliable professional advice. My roleis one of oversight, addressed andresolved.

coordination and facilitation.
Imodel good behaviours by
embracing the finances and
attending to effective risk
management.

Where we have delegated
authority to named individuals
we have clearlines of
responsibility which are followed
andthey are held accountable.

Afinancial governance matrix for trustees can be found on the Association of Chairs website
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https://www.associationofchairs.org.uk/
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