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Financial Governance and Management 
– Briefing Document 
 

Introduction 
  

Whatever the size and scale of your organisation, sound financial governance and 

management is essential for sustainability and for it to succeed in delivering its charitable 

aims. The Financial Governance Programme aims to support the embedding of strong 

financial management and governance across the local partner network. 

This headline briefing is designed as a resource guide to charity finances, including charity 

accounting and its differences from the commercial world. It is aimed at trustees who haven’t 

had experience of this area before and will be helpful for experienced trustees who lack 

confidence when it comes to financial governance. It will also be helpful for those senior 

management and finance colleagues with a non – charity sector background, or for those 

colleagues just wishing to refresh their knowledge and understanding. It particularly 

highlights the support available through the Age UK Financial Governance Team and directs 

you to some key external guides and learning resources, some of which are freely available.  

 

Financial Governance Matters 
 

When there are finance specialists on the board, a finance committee and a treasurer, why 

do all trustees have to engage in financial matters? The short answer is that trustees are 

required to do so. High-profile cases such as Kids Company show what can happen when 

trustees do not engage. To be clear, Trustees have a legal duty to: 

• Act in your charity’s best interests  

• Meet their legal duties to safeguard the charity’s assets and manage resources 

responsibly 

• Act with reasonable care and skill 

For further information see Charity Commission guidance CC3 -  The essential trustee: 

what you need to know, what you need to do. 

  

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
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The Key Essentials of Financial Governance and Management 
 

Good financial management and governance is critical to your charity’s ability to achieve its 

objectives and purposes. There are many elements to that and what follows highlights some 

of the critical elements we have identified through the work of the Financial Governance 

Programme.  

 

Financial Reporting  
 

High quality financial reporting is essential for effective decision making. Therefore, reports 

should be relevant and easy to read and understand, be accurate enough and arrive on a 

timely basis, providing explanation as well as just data and be forward-looking. A financial 

report discussed at the board meeting will be based on a particular month end. You will need 

to hear verbally and or be able to see in the supporting report what has happened since the 

reporting date (any material changes for example) i.e., the current picture and what the 

future holds, particularly the income pipeline. It should integrate impact and service reporting 

and therefore not be held by finance alone but developed in partnership with other teams. 

Through this process, a two-way flow of understanding is then created across the 

organisation which moves finance to a more business support / partner role. This will also 

help as the charity looks at new opportunities and strategically plans for the future. 

In terms of what you should expect to see reported depends on the size of the organisation, 

what it’s delivering and the complexity of the funding. As a minimum, expect to see a report 

which includes performance to date against budget in summary and for each service area, 

details about any variations and a reforecast of what the expected year-end outcome will 

look like against budget, again with some explanations as needed.  

Financial reporting based on Full Cost Recovery (see Page 6) principles adds real value for 

all concerned. This gives clear and transparent oversight of what services cost, what and 

where the charity is subsidising services / projects and the impact this has on working capital 

and free reserves.   

Including information about cash flow (historic performance and forecasts) showing what is 

restricted funding and unrestricted funding on a rolling 13-week cycle or longer, as well as 

updates on actual cash balances held in the various accounts, also adds value to reporting. 

Similarly including a balance sheet in the performance information helps Trustees see the 

Charity's liquidity and other key account positions, such as debtors and creditors.  

Financial performance is not just about the numbers, it’s also about the impact of the 

services the charity is delivering. The use of dashboard summaries to highlight this as well 

as other key factors is now becoming more popular. So, as well as key financial performance 

indicators (free reserve levels, level of average cash balance, trading profit, etc.), thought 

needs to be given as to what other relevant information could be included. This can be 

flagged on a ‘RAG – Traffic Light’ basis so people can easily see what’s changing and look 

to the supporting reports for further detail.  
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Financial Controls 
 

The key document here is the Charity Commission's guidance CC8. This highlights the 

essential checks and procedures that help charity trustees meet their legal duties to 

safeguard the charity’s assets. At the time of writing there are 13 specific legal or regulatory 

requirements that you must comply with; administer the charity’s finances and assets in a 

way that identifies and manages risk and ensure the quality of financial reporting, by keeping 

adequate accounting records and preparing timely and relevant financial information. The 

focus is very much about ensuring trustees know what happens rather than what they think 

happens i.e., the controls must operate in practice to be effective. Hence, they should be 

reviewed regularly and prioritised based on the levels of perceived risk.     

CC8 provides an excellent framework and point of cross reference to enable organisations to 

develop appropriate and effective finance policies and procedures. There are a number of 

model documents available, but what matters is to have a set of policies and procedures that 

work for your organisation. The NCVO offers some help with this which is freely available, 

but please note some elements are only accessible to members.  

It is important that all those working in the charity, whether trustees, staff or volunteers, take 

the issue of internal financial controls seriously. Making controls work should not be seen as 

just the responsibility of one or two trustees or senior staff members, or as applying to some 

but not others. Remember, internal financial controls are just one part of a charity’s overall 

control framework. The wider framework should cover all the charity’s systems and activities 

e.g., data protection, etc. 

One of the sections in CC8 relates to ‘managing the risks of financial crime and abuse’. 

Statistics published by the Charity Commission during Charity Fraud Awareness Week in 

October 2021 suggested that charities lost almost £8.6 million to cybercrime and fraud in the 

last financial year alone. This highlights that the sector is a prominent target for fraudsters, 

and a shift to remote working practices during the pandemic has left the sector more 

https://www.gov.uk/government/publications/internal-financial-controls-for-charities-cc8
https://knowhow.ncvo.org.uk/tools-resources/financial-procedures-manual
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vulnerable to exploitation than ever. Information about fraud and cybercrime, how to spot it 

and what you can do to protect against it, including useful resources and links, can be found 

here. 

 

Reserves Management 
 

Charities are required to publish a reserves policy to explain to all stakeholders why they are 

setting money aside rather than spending it on their principal aims. A robust reserves policy 

should set out the following three key elements: 

• How much the charity needs to hold in reserve and why 

• How and when the charity’s reserves can be spent 

• How often the reserves policy will be reviewed 

Experience shows that few charities review and update their reserves policy as part of 

ongoing financial planning. In almost all cases, the reserves policy is only reviewed at the 

year-end when the statutory accounts are being signed off. Reviewing the reserves a charity 

holds and why they are held should be part of ongoing financial planning throughout the 

year. 

In particular, understanding the level of ‘Free Reserves’ is key. We acknowledge that the 

level of free reserves is not always easy to calculate and can be challenging to manage, but 

this is a key financial tool used by charities, stakeholders and funders as a measure of 

financial health and good governance. Trustees and executives can use free reserves as a 

measure of solvency of the charity. Funders use free reserves to assess the need for 

funding requests, while regulators use the measure to ensure a charity is spending funds 

within a reasonable timeframe. 

A charity’s free reserves are the part of a charity's unrestricted funds that is freely available 

to spend on any of the charity's purposes. Therefore, they exclude tangible fixed assets 

used to carry out the charity’s activities, such as land and buildings, and all restricted funds. 

For further information see Charity Commission Guidance CC19 - Charity reserves; 

building resilience.      

 

https://www.gov.uk/guidance/protect-your-charity-from-fraud
https://www.gov.uk/government/publications/charities-and-reserves-cc19
https://www.gov.uk/government/publications/charities-and-reserves-cc19
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Full Cost Recovery 
 

A proper understanding of a charity’s cost base is a vital component of sound financial 

governance. Through our work we have spoken with many local partner Age UKs which 

have found themselves going through a period of financial challenge and, in many cases, 

one of the major contributing factors has been the unconscious subsidy of services, grant-

funded projects and contracts.  

To support the network, the Financial Governance Team has developed a toolkit which will 

help you determine if your costs are being fully covered. When costing and pricing services 

(either paid-for or contracted), it is vital that the costs of producing, maintaining and 

marketing that service are fully understood and can be factored into your pricing structure or 

bids for contracts. It will help you determine if your costs are being fully covered or whether 

you are inadvertently subsidising the service and putting your financial stability at risk.  

This resource can help you: 

• Identify ways to maximise cost recovery which can take the pressure off unrestricted 

reserves  

• Improve understanding of cost recovery models and how to ensure a fair proportion 

of overheads is recovered on each service offered  

• Price services effectively  

• Ensure that any subsidies to cover losses are transparently treated 

• Negotiate more effectively for funding. 

 

 

https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftheloop.ageuk.org.uk%2FInteract%2FPages%2FContent%2FDocument.aspx%3Fid%3D31223&data=04%7C01%7CJohn.Fox%40ageuk.org.uk%7Cdfd42a511ac7476a78ce08d9e6431b28%7C143e1d48881647bc83de7c3dac270e2f%7C0%7C0%7C637793998331063984%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=nDnendb3acIgWCQgkFvG1THnpIC%2FqqKDR91ofAPajXU%3D&reserved=0
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Financial Governance Programme Support 
 

The team supports the Age UK Network through a proactive approach by sharing key 

updates and financial information and guidance; developing support programmes to meet 

key identified needs and finance networking to share knowledge and good practice. It also 

offers high - level support which includes managing financial distress, introducing specialist 

external support where appropriate, key financial control reviews based on Charity 

Commission guidance (CC8), and reviews of key documents such as reserves policies.  

 

VAT Helpline  
 

Research commissioned by the Charity Tax Group (CTG) and published in November 2020 

found that the VAT levied on charities when they purchase goods and services (input VAT) 

stands at around £3.1 billion per year - of which, £1.8 billion (57%) is believed to be 

irrecoverable. This compares to previous estimates of irrecoverable input VAT ranging from 

£1 billion to £1.4 billion (Charity Tax Group and Nuffield Foundation, 2011), a notable 

increase and significant burden on the charity sector. 

Whatever the size of the organisation, managing the charity’s VAT position requires a 

proactive and strategic approach to identifying opportunities and reducing risk. For example, 

are you confident, if your charity and any trading subsidiaries are not registered for VAT, that 

this is correct? Have you considered the VAT impact of any changes to your operations? 

Have you planned and budgeted for a regular review of your organisation’s VAT position? In 

certain circumstances, VAT registration can be a financial benefit to the organisation – 

where charity shops are included, for example. 

Support is available to help ensure that your VAT arrangements are relevant, appropriate, 

and compliant with HMRC requirements. Crowe UK LLP offer a free 15-minute consultation, 

available to all partners in England and Wales (Cymru). Support can be accessed via their 

helpline and on email, as and when needed, between 9.30am and 5pm, Monday to Friday 

(excluding bank holidays). 

Email: ageukVAT@crowe.co.uk or Helpline: 0207 842 7499 

If the team is busy, the call will go to a dedicated voicemail. They will endeavour to respond 

within one working day. The same applies to any enquiries sent in by email. 

Please note: Crowe will discuss VAT specific matters only for a period of up to 15 minutes 

with no charge. They will then draft an email confirming their advice and where appropriate 

include a reference to HMRC guidance and public notices. 

Note: For queries which are likely to exceed 15 minutes, or where additional work is 

necessary to bring the query to a resolution, Crowe will discuss with the local partner and 

where appropriate, give an indication of fees to continue with the query. Where such 

additional and in-depth bespoke support is required, any agreed fees are payable directly by 

the local partner to Crowe. To be clear, local Age UKs are under no obligation to use the 

professional services of Crowe UK LLP. 

 

mailto:ageukVAT@crowe.co.uk
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Age UK Finance Network 
 

The Financial Governance team runs monthly Finance Network sessions with key input from 

external professional organisations. This provides an opportunity for colleagues from across 

the network to meet to discuss topics and issues that are relevant to the work of managing 

the finances of their organisation, with a particular focus on good practice. Please watch for 

updates and how to book on to these sessions. Details and recordings of the previous 

sessions run can be found here.  Topics recently covered include Reserves Management, 

Trading Subsidiaries and Governance, Developing a Business Case, Making Difficult 

Decisions and Key Performance Indicators and Dashboards.   

 

Back-office systems & processes 
 

Colleagues in the Network Infrastructure Programme work with partners to support them 

in identifying and implementing infrastructure to enable the delivery of services for older 

people. The programme delivers a number of key projects: Case, Contact & Rostering, 

Salesforce, Charitylog, Accounting Systems (Microsoft Dynamics Business Central 365 

finance system), Technology & Core Infrastructure and Brand Partner Portal. If you are 

looking for support with your infrastructure, please contact: 

NetworkInfrastructure@ageuk.org.uk 

https://ageuktheloop.com/coronavirus-hub/finance/
https://ageuktheloop.com/network-infrastructure-hub/
mailto:NetworkInfrastructure@ageuk.org.uk
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How to Access Support  
 

If you would like any further guidance to develop your charity’s financial knowledge, or 

assistance to review Financial Governance and Management Information matters, please 

don’t hesitate to get in touch with the Age UK Financial Governance Team. Sometimes, an 

independent eye can offer confidential reassurance as well as challenge, and we are here to 

help. We could do this face to face or through an online Teams / Zoom methodology, subject 

to the team’s availability, commitments and any applicable government restrictions and 

guidance in place at the time. For further information contact 

David.Chenery@ageuk.org.uk  or John.Fox@ageuk.org.uk       

Please note we work closely with our colleagues in the Age UK Quality & Transformation 

Team. They are committed to helping local partners deliver great, sustainable services 

which meet the needs of older people in their local communities. 

Whilst unable to provide direct financial support, they have developed a range of resources 

aimed at supporting you with some of the challenges you may face whilst running your 

organisation. Please note this is subject to change and the team’s availability and 

commitments. 

 

External Support  
 

Guidance, specialist resources and support are available through a number of external 

organisations on a mixture of free or paid for basis. In particular, the charity regulator for 

England and Wales (the Charity Commission), umbrella bodies for the voluntary and 

community sector in England such as the National Council for Voluntary Organisations 

(NCVO) and charity specialist / professional organisations (Lawyers, accountants, etc) are 

all good sources of support. 

The Charity Commission launched a campaign in 2020 aimed at helping trustees refresh 

their knowledge of charity governance and be “certain in uncertain times”. The resource 

comprises short, animated videos to accompany its series of 5-minute guides for trustees – 

covering what they call the ‘core syllabus’ of charity management – the basics all trustees 

need to know and understand. These are on the topics of: 

• Charity purposes and rules 

• Making decisions at a charity 

• Managing charity finances 

• Managing conflicts of interest in a charity 

• What to send to the Charity Commission and how to get help 

• Safeguarding for charities and trustees 

mailto:David.Chenery@ageuk.org.uk
mailto:John.Fox@ageuk.org.uk
https://ageuktheloop.com/2021/11/30/sources-of-support-autumn-winter-2021-22/
https://www.gov.uk/guidance/charity-purposes-and-rules
https://www.gov.uk/guidance/making-decisions-at-a-charity
https://www.gov.uk/guidance/managing-charity-finances
https://www.gov.uk/guidance/managing-conflicts-of-interest-in-a-charity
https://www.gov.uk/guidance/what-to-send-to-the-charity-commission-and-how-to-get-help
https://www.gov.uk/guidance/safeguarding-for-charities-and-trustees
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The full list of Charity Commission detailed guidance publications to help you set up and 

run a charity can be found here.   

A very helpful guide on Financial Governance was produced by ACEVO and Rathbones 

back in 2018. Even though a little dated, the key principles hold good and highlight charity 

accounting and its differences to commercial accounting requirements. It includes an 

overview of different charity fund types, budgets, financial performance measurement, risks, 

taxes and insolvency and overall is viewed as providing a useful resource to support ‘good 

governance’. 

It’s also worth taking a look at the resources and training available through the NCVO 

(National Council for Voluntary Organisations) which you may find helpful in this respect. 

Please note some resources are limited to members only, but here are a couple of 

examples. 

• What's different about charity finance. 

• Study Zone - Trustee training pack: The essentials of charity finance.1 

The NCVO, in partnership with the Foundation for Social Improvement (FSI), have 

created an accessible, interactive trustee eLearning course Roles & Duties of Trustees. 

The course lets you study in your own time and at a pace that can fit around your schedule 

and priorities. The aim of this course is to equip you with the basics of being a trustee. It 

offers an overview and understanding of the roles and main duties of trustees. Please note 

charges apply to undertake this course. 

The Cranfield Trust is the leading provider of pro bono management support for charities in 

the UK. All their services for charities are free of charge, thanks to the generosity of the 

volunteers, trusts, foundations, corporate partners and donors who support their work. 

Please note eligibility criteria apply. They also offer a library  of past webinars, so you can 

benefit from the discussions on a whole range of relevant topics, including Financial 

Governance.  

The Centre for Charity Effectiveness at Bayes Business School (Bayes CCE) is a leading 

non-profit and philanthropy centre in the UK and offers a wide range of support and 

guidance to the sector. E.g., seven guides on topics including Compliance, Governance, 

Finance, Direction and more. Tools for success also includes an online self-assessment 

toolkit. The self-assessment helps charities identify what works well and what could be 

improved, with pointers to the relevant Tools for success guides for further advice, an 

approach to prioritising what happens next, and guidance on how to draw up an action plan. 

Further details on these and other support available can be found here. 

Charity specialist / professional organisations run regular online sessions on a variety of 

key topics. In the main these are freely available, but for more in-depth sessions a charge 

may apply. The following list is purely for information purposes and does not aim to be a 

comprehensive representation of the support available through such organisations. Equally, 

we cannot comment on the quality of the support and training offered. Remember to always 

check if charges apply before confirming your bookings. 

•  Crowe UK LLP offer a range of webinars available to pre - book or to register for an 

‘on – demand’ basis.   

 
1 NB – NCVO are no longer updating their Study Zone courses, but they will stay online until replaced with new 
help and guidance. 

https://www.gov.uk/government/collections/list-of-charity-commission-cc-guidance-publications
https://ageuktheloop.com/wp-content/uploads/2022/02/ACEVO-Financial-Governance-Guide-May-2017.pdf
https://knowhow.ncvo.org.uk/organisation/financial-management/whats-different-about-charity-finance
https://knowhow.ncvo.org.uk/studyzone/private-content/trustee-training-pack/the-essentials-of-charity-finance
https://booking.ncvo.org.uk/training/event_series/e-learning
https://www.cranfieldtrust.org/
https://www.cranfieldtrust.org/pages/226-on-demand-webinars
https://www.bayes.city.ac.uk/faculties-and-research/centres/cce/reports-guides-and-research/tools-for-success?dm_i=O4Q,7PCZ8,WBHKJD,VEE0J,1
https://www.crowe.com/uk/industries/webinars#nonprofit
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• Stone King run regular virtual charity training sessions entitled – ‘The essential 

trustee and governance in practice’. These are usually free but please check before 

booking.  

• Sayer Vincent also offer a programme of online webinars covering a range of key 

governance and financial topics. 

• MHA have also developed a Trustee Hub through which they will share materials to 

help and support you in your roles, including webinars and videos, and run events on 

an ad – hoc basis. Please check out the hub on a regular basis to see the full range 

of resource materials available. An example of content from the MHA ‘Trustee Hub’ 

includes Finance Sub - Committee Terms-of-Reference. Financial governance is a 

responsibility of the Board of Trustees but can be delegated to committees when the 

nature and extent of delegation is clearly stated. You can tailor this framework 

document to meet your own needs. 

 

 

Note for Brand Partners:  

This document does not address the unique facts specific to your organisation’s 

circumstances and should not be relied on as a basis for any decision, action or 

omission. Please be warned that certain areas are subject to change from time to time 

and while we aim to ensure the information is as up to date and accurate as possible, 

we make no representations or warranties of any kind (express or implied), about its 

completeness, accuracy, reliability, suitability or availability for any purpose.  Neither 

Age UK nor any of its subsidiary companies or charities accepts any liability arising 

from its use. 

March 2022 

https://www.stoneking.co.uk/events
https://www.sayervincent.co.uk/events/our-seminars/
https://mha-uk.co.uk/charity-trustee-hub/
https://mha-uk.co.uk/wp-content/uploads/2020/07/MHA-NFP-FAR-Committee_Terms-of-Reference_July-20_Final.pdf

