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‘Going concern’
issues for trustees

Bureaux
preparing
financial
statements
usuallydoso
with theimplicit
presumption
thattheyare

SueTheodoreson

financially stable,

will continue operatinginthe

foreseeable future and will not cease

activitiesinthe shortterm.This

conceptisknownas’‘going concern'’.

Why is‘going concern’
soimportant?

‘Going concern’isimportantasit
hasanimpacton howthebureau

accountsare prepared and how they

areviewed by others.Doubts raised
inthefinancial statementsabout
theability of abureauto continue
willinfluence the behaviour of
fundersand other stakeholders.
Recentguidanceissued to auditors
from their own professional
regulatorsinsists that they pay

more attention to theissue of ‘going

concern’,and that more rigorous

evidenceis obtained to support this

presumption.
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‘Going concern’issues
Forall butthe smallest charities,
the law states that their financial
statements must showa‘trueand
fairview' For bureaux, this usually
means compliance with the Charity
Statement of Recommended
Practice (SORP) and, where
applicable, the Companies Acts.
However, more fundamentally it
alsomeans following the‘going
concern’concept when preparing
financial statements. Itis the
trusteesand directors (whoarethe
same for charitable companies)
who make this assessment of ‘going
concern.

Preparingaccountsonthe

‘going concern’basis makes the
presumption thatthe bureau

will continue to operate forthe
foreseeable future unless there
isastatementintheaccountsto
the contrary.Thisfuture period s
normally takentobeatleast 12
monthsfrom the date theaccounts
aresigned by the trustees (notthe
date the accounts were prepared
up to).With abenign economic
environment,with funding readily
available, that presumption may
be easy to justify without too much
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Need more skills
onyourboard?

The needfortrustees’ financial,
legal, HRand IT skills has never
been greater, given the current
challengesfacingall charities.
Gettingon Board, aregistered
charity, can help you find skilled
people foryourboard vacancies.

Gettingon Board aimsto
strengthen the governance of
charities, schools and public
bodies by encouragingemployers
tosupporttheir staffas trustees
of these organisations.Wedo
this by talking toemployers,and
running seminars foremployees
about board-level volunteering,
explaining the benefits both for
communitiesandindividuals.

Afterregistering theirinterestin
boardlevel volunteering, Sally
Connolly,our Brokerage Director
matchesindividuals toavailable
vacancies,and these candidates
themselves contactany of the
charitiesthatinterestthem.

Getting on Board works with

some excellent candidates, who
would make areal differencetoany
organisation they mightjoin.

Continued on page 3



Continued from page 1-‘Going concern’
issuesfortrustees

difficulty.In these more challenging
economic conditions, however, that
may not be the case,andindeed
thereisan obligation totest this
assumption by bureau auditorsand
independentexaminers, who may
notagree with trustees.

When abureauhasanauditoran
independentexamination, the
auditor or examiner will formally
addresstheissue of ‘going concern
Bureauxshould not put themselves
inaposition where an auditoror
examiner has raised an unexpected
guestion mark overthe bureau’s
future existence.Having effective
governance procedures will ensure
thatany financial problems should
be well understood andidentified
earlyonwith plansin place totackle
theroot causes before they cometo
theattention of the external auditor
orexaminer.

Auditorsand examinersarerequired
toevaluate the means by which the
trustees have satisfied themselves
thatitisappropriatetoadoptthe
‘going concern’ basis.They must
alsodecide whetherthey agree
with the trusteesand considerthe
appropriateness of any disclosures
madeintheaccountstoreinforce
the presumption (ifany). Where
thereisadivergence of opinion with
thetrustees, the bureau auditors
orexaminers may have todraw
attentionto thisintheirreport.
Althoughindependent examiners
are not (unlike auditors) required to
givean opinionastowhetherthe
accountsare’true andfair, theyare
still required to satisfy themselves
thattheaccountsare prepared on
abasis consistentwith the ‘going
concern’assumption.

Abureau’s statutory accounts,
having hadindependentexternal
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scrutiny without a ‘going concern’
issue being raised, are persuasive
evidencetotheoutside world that
the bureauis financially stableand
isableto operatefortheforeseeable
future.

Evidence to support
‘going concern’

An auditor orexaminer will not
simply take atface valueassurances
fromtrustees that the bureau can
continue tofunction as before,
especiallyinthe currenteconomic
environment.Theseassertions
must therefore be supported with
evidence.Examples of this evidence
wouldinclude:-

Security of future funding
streams. Evidenceofa
commitment by the local
counciltosupportthe bureau
andto continue with core
funding would be persuasive.
Agoodrelationship with local
governmentwilldemonstrate
thatthe bureauisembeddedin
the community and is perceived
asakeylong-term partner.A
declinein core unrestricted
fundingand anover-reliance
on short-termrestricted project
fundingtoplugthegapcan
threaten bureau viability if this
funding stops oris significantly
curtailed.Similarly over-reliance
onone particularfunding
source can berisky. Thiswould
bethe case, forexample, where
the Legal Services Commission
monthly payments are needed
tokeep the bureausolvent. If
contract performanceis below
targetas well and the’buffer’is
increasing beyond authorised
limits, this puts the bureau at
high financial riskand would
certainly beraisedasa‘going
concern’issue.

Signed contracts or service
level agreements for

other continuing projects.
Evidence of diversification of
incomewith bidsforappropriate
projectsand services will signify
anenterprisingand vibrant
organisationlooking tothe
future.

Detailed budgets for the
following financial year

and abusiness planfor

the longerterm thatis
financially prudent.

The bureau, inotherwords,
understandsitsfunding streams
andits cost baseandavoids
setting dangerous deficit
budgets. Bureau projects
areclearly allocated afair
proportion of indirect costs.
During theyear there should be
regular managementaccounts
issued to trustees thatare of
sufficientquality toallowall
thetrusteestounderstand
thefinancial performance and
financial strength of the bureau.
Adequate liquidity. A healthy
bank balance shows that
thebureauisabletomeetits
obligations going forward.
Regular cashflow reports
demonstratethatcashresources
are being managed effectively.
Areserves policy that
demonstrates sufficient
reserves going forward.
Abureau may holdreserves for
anumberofreasons, suchas

to protectagainst unexpected
costson projects. Having low
reservesandin particular

low or negative freereserves
wouldimply thatthebureauis
fragileand unable to withstand
financial shocks. Reserves can
be used to cover expenditure to
‘buy sometime’in the event of
reducedincomeorchangesin
circumstances.



* Evidence ofawell-run
charity. Apartfromfinancial
evidence, auditorsand
examiners willwantto have
confidenceinthecharity
generallyandtobeabletorely
onwhattrustees tell them. By
examining theboard minutes
there oughttobeevidence of
purpose and direction, and of
astrongboard with a variety
of skillsand experience that is
accountableandtransparent.

* Formalriskidentification
and management
procedures. Auditorsand
examiners willwantto appraise
how effective theseare . The
riskassessment process should
highlight potential contingent

liabilities that could threaten the

‘going concern’presumption

of the bureau. Examples here
wouldinclude-employer
withdrawal payments triggered
under defined benefit pension
schemes (sometimes referred
toas‘final salary schemes),
significantlease obligations
such asdilapidations payments,
potential employment tribunal
compensation,awithdrawal

of bank overdraftfacilitiesora
defaultonloan payments.

Some practical stepsto
take

Itisimportant that trustees monitor
and protect the status of the
bureau as a healthy‘going concern’
organisation.Todo this:—

Ensurethatthebureauhas
good financial governance
proceduresin placeto pick
up any financial problems
atanearly stageand before
they could potentially start
tothreaten the viability of the
bureau.
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 Itmakessensetoengagewith
auditorsandindependent
examiners early toidentify and
resolveissuesthat may cause
them concernandtodoubtthe
ability of the bureau to continue.

« Challengeanyintentionto
add acommentabout ‘going
concern’inthe bureauaccounts
whichyou considerto be
unjustified. Trustees must ‘of
course’ be clearwhythe ‘going
concern’principleisstill valid. If
acommenthastobeincluded,
ensurethatthe trustees have
agreed thatthe wordingis fair
andthatany relevant mitigating
factorsareincluded.

« Provideevidence (seeabove)to
supportthe proposition thatthe
bureauisa ‘going concern

Guidance and supportfrom Citizens
Adviceisavailable for bureaux
facingfinancial difficulties that
cannot be successfully resolved
internally. Where there are serious
concernsidentified surrounding the
future of the bureau, the trustees
mustbediligentinaddressing
these early to avoid the possibility
of wrongful trading.The Charity
Commission hasissued guidance
inits publication CC12'Managing
financial difficultiesand insolvency
in charities'which setsout the
positionindealingwithaninsolvent
situation and theliability of trustees.
Trustees would need to think
carefully about their own personal
liability in this scenariowhere the
bureauis unincorporated.

Sue Theodoreson
Head of Financial and Legal
Support

Continuedfrompage 1- Need more skills
onyourboard?

Bureauxare particularly attractive
optionsforindividuals who have
beenidentified as theiremployers’
futureleaders.

Getting on Board’s brokerage

is cost-effective, asitis free for
charities. The experience of being
atrusteeenablesanindividual
tolearnarange of newskillsand
develop existing ones, particularly
leadership skills. Foremployers,
board-level volunteeringisalow-
cost means of developing staff, as
the skillsacquired by employees
inthesevolunteerrolesare
transferableinto the workplace.

David Mulholland, of British
Telecom, hasrecently been
appointed asatrustee ofa CAB,
through Getting onBoard,and he
says:

“lamthoroughly enjoying the
experience. I'mvery grateful to
Getting on Board for matching
me with suchaninterestingand
challengingrole so quickly. I really
feellam putting something back
into thelocal community.”

If you would like Getting on Board
tohelpyourboard, whatshould
youdo?First, send us information
aboutyourtrustee vacancy.Tell
uswhatis required of your board
members -forexample, frequency
andtiming of meetings,and the
skillsyou are seeking. We will then
aimtomatchyourvacancy with
our candidates. Aswith all new
trustees, itis vital to provide areally
good induction,and to make sure
thatyou make full use of your new
recruit’s skills.

You can find out more about
Gettingon board at www.
gettingonboard.org or contact
sarah@gettingonboard.org.

Sarah Hodgkinson
Chief Executive, Getting on
Board



Chair’s diary — conduct unbecoming?

Oneofthe
oddities of
growingolder (I'll

o -_&:-?r be63inMay)is
— thatthereis very

(— -r~'- littlelhaven't
< | seen before,

it'sjustthat!'ve
forgottenit, or
failedtolearnthelessons.Inmy
former professionasan IT Project
Manager, lused to pointoutto
people who mismanaged projects
thatthere wasreally no excuse,
becauseallthelessons had been
learntin the generations since major
projects had beenundertakenand
delivered.lactually profess atheism,
butreferred themto the Old
Testamentbook of Ecclesiastes, said
to have been written about 2000BC,
andwhichincludesthe ‘90%
complete’syndrome which afflicts IT
developmenttothisday.

Gordon Pankhurst

Irecently cameacrossanew (to

me) piece of wisdom by an 18th
century Quaker preacher, John
Woolman, who said “Conductis
more convincing thanlanguage”.
Itwasincludedinanew booklet
‘Codes of ConductforTrustees, sent
tome by Charity Trustee Networks.
They offer one of the many internet
based resources available to charity
trustees.They say that in CTN's
experience, keyissuesthatcan
causedifficulties onaboardinclude:

Governance Mattersis
an essential bi-monthly
emailed newsletter
fortrustees.Tosign

up send youremail
addresstotim.toghill@
citizensadvice.org.uk.

+ trustees being passive or
uninvolved

+ trusteescomingtomeetings

unprepared

trustees notattending meetings

trustees being too dominant

anineffective chair

adifficulttrustee

« atrusteeorchairwhodoesnot

wanttoleave the board

afailure tomanage conflicts of

interest

difficult trustee-staff

relationships.

Does any of that look familiar?

They suggest thata well written
and used Code of Conduct could
help avoid such problems.There
isasuggested Code of Conduct
forbureauxon BMIS, based onthe
Nolan principles, butitdoesntgo
quitefarenoughforme.TheTrustee
Network advice suggestsamore
detailed Code, including:

Attend meetingsand other
appointments (orgive
apologies) -engagingin
discussionsand decision-
making processes.
Preparefully for meetingsand
allworkforthe organisation
-reading papers, querying
unclearordifficultthingsand
thinking throughissuesingood
time before meetings.

« Activelyengageinrespectful
discussion, debate and voting
in meetings - contributing
positively, listening carefully,
challenging sensitivelyand
avoiding conflict.

Thatlevel of conduct wouldreally
help-andnotjustin bureautrustee
board meetings. Itisincreasingly
important that bureau trustee
boards engage with other nearby
bureaux, and with their Citizens
Advice colleagues through the
forumswhich are being startedin
England (we've had theminWales
forsometime) and by all other
means.We willincreasingly need
toworktogetherand with other
partners,forexample, to secure LSC
fundingunderthe new contract
proposals.

Has yourboard signed uptoaCode
of Conductfortrustees? If not, it
mighthelp.Ifso,isitadequate, andis
itused?

Gordon Pankhurst
Trustee and Chair of
Governance Advisory Board

New Relief ManagerTeam

Citizens Adviceisrecruiting a smallteam of relief managers to be
available to workin bureaux for a fixed period when, forexample,
amanager leaves suddenly oris on extended sickleave. Thisisin
recognition of the difficulties bureaux canfaceinfilling short-term or
unexpected vacancies.The posts will be advertised in the national press
and on the Citizens Advice website during April. Further details of how
the team will operate will be available shortly through CABlinkand

Bureaux Direct.

Citizens Advice is an operating name of The National Association of Citizens Advice Bureaux.

Registered charity number 279057
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