Charity sector update

Charity Commission visits

CC60 - Hallmarks of a Well-run Charity

The Charity Commission is committed to carrying out 600 review visits a year.  Selection for review does not imply that a charity is not being well run.  Selection criteria include, among many items, indicative evidence that a visit may yield evidence of unacceptable behaviour.  However that is not their key aim. The objective of the reviews is to provide a service to charities and to gradually improve the operation of all charities.  CC60 – Hallmarks of a Well-run Charity covers basic guidance on the Charity Commission’s view of the factors which contribute to a charity which is operating efficiently and effectively.

Review visits are aimed generally (but not exclusively) at the nearly 10,000 charities with an annual income between £250k and £10million that account for half of the sector’s income.  The visit itself usually lasts half a day and works to an agenda agreed in advance.  A detailed report is provided to the charity - this highlights legal requirements (and deadlines) with which the trustees must comply, as well as good practice issues for the trustees to consider.  The reports are followed up around 12 months later to check that the required actions have been taken.  Feedback from charities shows that the visits are well received and individual charities welcome the advice given.

From the visits the majority of issues arise under the headings of:

· legal framework - the structure and operation of charities and compliance with their objects

· trusteeship and governance – compliance with the various requirements of the SORP, Charity Commission, etc

· activities and standards – charities simply lacking quality procedures and getting involved in activities which are incompatible with their status

· financial management – inadequate financial planning, investment and reserves monitoring, etc

· financial controls - failure to implement basic financial controls and procedures.
The Charity Commission has published guidance on the review visits.  This can be downloaded from the website (www.charity-commission.org.uk).  This guidance outlines the procedures which include:

· procedures before the visit – agreeing who to see, when to see them, the scope and objectives

· during the visit – the use of CC60, explaining the purpose of the visit, identifying who is present, minimise claims on staff time, outline how issues will be resolved and agree a timetable for meeting officers and trustees

· at the end of the visit – reporting issues of concern, best practice found and making recommendations.

This update does not aim to reproduce CC60 but it does provide a questionnaire by which charities can assess themselves and consider how well prepared they are for a review visit.  This questionnaire is simply a starting point and cannot be used as a comprehensive guide to all possible factors which may impact on the Charity Commission’s view of the charity.  For a complete self assessment charities should consider the full scope of all of the guidance to which CC60 refers.

For more information about other updates in the series, please speak with your usual Baker Tilly contact, Stephanie Mason on 024 7625 6333, email Stephanie.mason@bakertilly.co.uk or Carol Sellwood on 020 7413 5401, email carol.sellwood@bakertilly.co.uk
This update is designed for the information of readers.  Whilst every effort has been made to ensure accuracy, the information contained may not be comprehensive and recipients should not act upon it without seeking professional advice.  08/03
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	Item
	Query
	Response
	Action
	Date and person

	
	
	
	
	

	1
	Aims, rules and legal powers
	
	
	

	
	
	
	
	

	
	
	
	
	

	1.1
	Have you ensured that your charity complies with its constitution, charity and company law and the specific laws that relate to your sector?
	 
	
	

	1.2
	Is a named individual assigned with responsibility for ensuring continuing compliance?
	 
	
	

	1.3
	Has your constitution been updated (or at least reviewed) recently (by a lawyer?)
	 
	 
	

	1.4
	Are you content that you are still acting within the defined “objects” clause of your constitution?
	 
	
	

	1.5
	Is there a procedural framework in place to take minutes of decisions and meetings?
	 
	
	

	1.6
	Is there a protocol in place to ensure all new projects are consistent with objects, powers and terms of funding?
	 
	
	

	1.7
	If you make use of committees, do they have documented terms of reference in all circumstances and do these clearly define their powers and the circumstances in which they will have to bring items to the trustee body for a decision?
	 
	 
	 

	1.8
	Does your constitution include the necessary powers to:

· trade

· pay trustees (professional charging clause)

· take out trustee indemnity insurance?
	 
	
	

	1.9
	Have you reviewed the details held by the Charity Commission register on your own charity?
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	2
	Trustees and trustee meetings
	
	
	

	
	
	
	
	

	2.1
	Are you clear about who are “charity trustees”? (per section 97 of the Charities Act 1993)
	 
	
	

	2.2
	Are you confident that all trustees are fully aware of their responsibilities (for example, are there trustees who only attend meetings periodically)?


	 
	 
	 

	2.3
	As a board of trustees, do you feel that the size of the board is appropriate or is it:

· too large leading to unwieldy meetings, with a lack of clarity in decision making and, in many instances, the meetings being attended by the same few people

· too small leading to reliance on a few individuals to carry out all of the responsibilities
	 
	
	

	2.4
	Do you actively advertise for new trustees?
	 
	
	

	2.5
	Do you have clearly defined and documented policies for recruitment, selection and induction of trustees?


	 
	
	

	2.6
	Do prospective trustees have to complete an application form of any type and are references taken up?
	 
	
	

	2.7
	How does the board ensure that new trustees are not disqualified from acting as a trustee?
	 
	 
	 

	2.8
	Are trustees provided with an ongoing programme of training events?
	 
	
	

	2.9
	Are you confident that the diversity of skills on the trustees board is sufficiently broad for the trustees collectively to discharge their responsibilities?


	 
	 
	 

	2.10
	Have you undertaken a skills audit to ensure that there is an appropriate mix of skills in the trustee body (professional, cultural, ethnic, disability, sectoral, etc)?
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	Query
	Response
	Action
	Date and person

	2.11
	Are all trustees aware that their role is strategic in nature and is there a clear distinction between strategic issues and operational matters?
	 
	
	

	2.12
	Do you have a clearly defined and documented policy on declaration of actual or perceived conflicts of interest?
	 
	
	

	2.13
	Do you keep an up to date register of pecuniary interests (other trusteeships, directorships, partnerships, shareholdings, etc)
	 
	 
	 

	2.14
	Do you plan succession and have a policy on rotation of trustees (i.e. compulsory retirement)?
	 
	
	

	2.15
	Are all standing orders and terms of reference regularly reviewed and updated? Policies
	 
	 
	 

	2.16
	In your opinion, is there a dominant individual or group of trustees on your board?

	 
	
	

	2.17
	How do the trustee board measure their own performance (for example by using key performance indicators)
	 
	 
	

	
	
	
	
	

	3
	Governance and management


	
	
	

	
	
	
	
	

	3.1
	Do you have a formally prepared, fully documented strategic plan with clear objectives?


	 
	 
	

	3.2
	Do you obtain/seek feedback from beneficiaries, funders and other interested stakeholders?


	 
	
	

	3.3
	Is the strategic plan linked to clearly documented financial forecasts, which are supported by annual budgets?


	 
	
	

	3.4
	Do the trustee body receive regular reports on:

· progress in achieving the objectives of the strategic plan

· performance against financial forecasts and annual budgets 
	
	 
	

	Item
	Query
	Response
	Action
	Date and person

	3.5
	Does all reporting against budgets include:

· a commentary

· variance analysis

· revised forecasts for the year

· rolling twelve month cash flow reporting
	 
	 
	 

	
	
	
	
	

	3.6
	Do you have controls in place to ensure that each trustee has the opportunity to comment on the financial statements, including the trustees’ report, before the accounts are signed?
	 
	
	

	3.7
	Are all new activities supported by a business plan which is subject to specific monitoring?


	 
	 
	

	4
	Policies and procedures


	
	
	

	
	
	
	
	

	4.1
	Do you have fully documented procedures covering all of the major areas of charity activity, including:
	
	
	

	 
	· reserves policy
	 
	
	

	 
	· investment policy
	 
	
	

	 
	· fundraising policy
	 
	 
	

	 
	· grant making policy
	 
	 
	

	 
	· risk assessment and management
	 
	 
	 

	 
	· advertising and publicity
	 
	
	

	 
	· treatment of allegations of fraud and other irregularities
	 
	
	

	 
	· confidentiality
	 
	
	

	 
	· financial regulations
	 
	
	

	 
	· financial procedures
	 
	
	

	 
	· whistle blowing
	 
	
	

	 
	· monitoring performance and achievement of objectives
	 
	
	

	 
	· equal opportunities
	 
	
	

	 
	· conflicts of interest
	 
	
	

	 
	· personnel systems and grievance procedures
	 
	
	

	 
	· Data Protection Act, Disability Discrimination Act, Health and Safety legislation, vetting of volunteers, etc.
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	4.2
	Do you provide staff and trustees with training in the application of all the charity’s policies and procedures?
	 
	
	

	4.3
	Do you believe that you would be able to demonstrate clearly to a third party how the charity accounts for, and manages, its resources?
	 
	
	

	4.4
	Are all policies and procedures regularly reviewed and updated?
	 
	 
	 

	4.5
	Does the charity have a fully documented complaints procedure and does it keep a register of complaints and action taken in response to complaints?
	 
	
	

	
	
	
	
	

	5
	Financial management and compliance with the Charities SORP


	
	
	

	
	
	
	
	

	5.1
	Do your accounts comply with SORP 2005 in all respects?
	 
	
	

	5.2
	Does the charity procure training in changes affecting:

· financial reporting standards

· accounting issues

· the Charities SORP

· sectoral changes in the application of the SORP
	 
	
	

	5.3
	Do you prepare appropriate financial statements having due regard for:

· size of the charity

· consolidation of all activities including subsidiary undertakings and related charities/trusts

· associates, joint ventures and joint arrangements

· reserves

· pensions disclosures

· Statement of Financial Activities (SOFA)
	 
	
	

	5.4
	Does the charity have adequate controls in place to cover such areas as:

· related party transactions

· payments to trustees

· indemnity insurance

· ex-gratia payments
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	5.5
	Does the charity comply, in all respects, with restrictions placed over certain reserves (restricted funds)?
	 
	
	

	5.6
	Are any of the restricted funds ‘in deficit’ and have any schemes been agreed with the Charity Commission regarding any reserves?
	 
	
	

	5.7
	Are the activities of all trading subsidiaries, dormant or not, regularly reported to trustees?
	 
	
	

	5.8
	Is all ‘non-primary purpose’ trading activity undertaken via a trading subsidiary (allowing for concessions given via legislation)?
	 
	
	

	5.9
	For trading subsidiaries, joint ventures and other similar arrangements does the charity have in place:

· formal legal agreements covering the activities, allowing the necessary level of control by the charity trustees

· documented procedures for appointment of directors

· memoranda of understanding covering the activities of the related body

· appropriate arrangements for legal advice, audit and tax advice.
	 
	
	

	5.10
	Have the trustees undertaken a review of the major risks to which the charity is exposed and put in place appropriate risk mitigation (as required by the Charities SORP)?
	 
	
	

	5.11
	Do you have a risk register which is regularly reviewed and updated?
	 
	
	

	5.12
	Is responsibility for the operation of individual controls segregated wherever possible and practical?
	 
	
	

	5.13
	Do all staff have written job descriptions and contracts of employment?
	 
	
	

	5.14
	Does the charity regularly review/take professional advice on its tax and VAT status having regard for changes in legislation and new activities?
	 
	
	


	Item
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	6
	Openness and fundraising
	
	
	

	
	
	
	
	

	6.1
	Does the charity have a policy of openness in respect of meetings, written and oral communication with donors, beneficiaries, funders and other stakeholders?

This is referring to the organisations view the amount of information you want to have in the public domain . Is this defined in a published policy defining the charities position and what information can be published to ensure you maintain confidentiality where appropriate.
	 
	 
	 

	6.2
	Does the charity hold regular meetings with donors, beneficiaries, funders and other stakeholders which influence policy and ensure that the charity is continuing to achieve its overall aims and objectives?
	 
	 
	 

	6.3
	In respect of fundraising, does the charity 

· review the guidance on regulatory compliance for fundraising initiatives including ensuring that proper legal agreements are in place

· consider VAT and tax implications of fundraising

· have a method to measure the success or otherwise of fundraising activity

· have in place a complaints procedure.
	 
	
	

	6.4
	Where the charity is raising funds in response to a particular appeal is the charity adequately informed regarding the rules should the appeal fail?
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