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How to build a robust financial
strategy that max1mlses Xour
organisation’s impac

MAKING IT COUNT




What are we
going to cover

How we;

Understand your business model
Assess your performance / vulnerabilities
Ensure resources are aligned with organisational
priorities

Develop better ‘Insights’ with case studies

Develop reserves and treasury management

policies

Produce financial information to support strategic

decision making



Understanding



Starting point

O

More challenges than a commercial
model

Different ways of generating income
Direct linkage between income and
expenditure not always there
Levers of financial success can vary
Commercial model +




How are our finances?
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How'’s the balance

Free

Tied up
reserves

Designated funds

Unrestricted funds
tied up in fixed
assets

Accessible
Restricted




Do we understand?

Annual
result




Assessing your
financial
performance




Are we doing the right thing?

Can you remodel it Delivers on our charitable purpose
to make it more cost

effective, agree to A
deliver less for same
price, accept it and

have a strategy for Delivers but you
. ‘) ° . . *
covering costs: are subsidizing it

Covers its cost and
contributes to
overheads &
delivers

f performance

P . £ performance
deteriorating, weak -

" good/improving

Covers costs and
contributes to
overheads but less
relevant to cause

Subsidizing and not
delivering for you

Could it be
changed to have
more impact on
your cause, or just
accept it helps

Stop delivering this ¥

Declining relevance to charitable purpose

cover overheads?




Focus on purpose
not entity

o Do we understand what financial
distress would look like?

o When might we need to take action?
How long would we need?

o Do we understand our commitments
and contingent liabilities?



Where do you need to focus?

Good: Team & Systems
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The place
to be

Weak financial < s> Robust financial
model model

Urgent

: Build
action on

capacity

both
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Poor: Team & Systems




Financial vulnerability spectrum
where are we?




Spectrum of
vulnerability

» Diverse income streams

* Predictable income

* Recurring income

* Multi-year funding agreements
« Flexible cost base

* Investments

» Healthy reserves position

*  Working capital/liquid funds

Reliance on single/limited funding
sources

Unpredictable income
One-off funding agreements
Poor cost recovery
Non-inflationary uplifts
High committed cost base
Properties in poor condition

Reserves hard to build or being
depleted

Tight cashflow/challenges paying
debts



Considering a

strategy




Charity 1 - Overview

Charity with income of £1-£5m, funded by grants from trusts and foundations

Financial features

* Income can be unreliable?

» Costs are generally fixed, but often linked to specific project

* Funding is mostly restricted and therefore a challenge build up free reserves
* Need to understand financial performance of each project

Purpose driven factors
* Are often running many different small projects
* Are projects driven from purpose or from available funding?




Charity 2 - overview

‘Charitable business’ for example, art galleries, heritage visitor attractions,
theatres

Financial features
Income fluctuations for business activities, so need to understand impact of this
Usually have assets that need maintaining
Receive some grant funding for ‘non business’ elements of activities
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Purpose driven factors
Pressure of balancing ‘core’ offering vs non-income generating activity
Focus on unique offering for visitors whilst maintaining core purpose

it



Charity 3 - overview

Hospice model

Financial features

* Core NHS funding is secure to provide frontline core healthcare
« All other activities are reliant on fundraising

« Have ongoing good local support

* Can flex what is provided

* Lots of capital and maintenance costs

* Frontline staff pay often driven by public sector pay rates

Purpose driven factors
« Balancing income generation activity whist maintaining focus on charitable
activity at all times




Charity 4 - overview

‘Grant making charity with endowed investments

Financial features

o Income usually reliable
o Costsin terms of grants given can be flexible dependent on income levels
o Much lower financial risk profile

Purpose driven factors

o Larger sector conversation around holding endowments forever?
o Can we do more?

o What is our risk appetite for grant giving
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Predictable income

Breakout session

. . . » Adjust U
You will be separated out into breakout rooms and assigned one of these charities spend to gE
e reserves
(room 1 - charity 1... etc). In your groups attempt to answer the following: — fit income .
cost committed

*  What financial quadrant does the charity fall into? base Regularly costs

. . . : . i : Danger
«  What financial targets should the charity avoid focusing on to ensure it monitor —-

income

remains aligned to its mission?
«  What areas of diversification should the charity think about (if any)? Unreliable income
*  What are the key financial KPIs this charity should monitor?
*  What are the key controls the charity needs to be able to monitor its finances

effectively?
You have 15 minutes to discuss, with a 5 minute break at the end, we will reconvene after 20
mins.

Please nominate someone in your group to feedback verbally.




Charity 1 - approaching a
financial strategy

Understand Current Financial Situation
* Understand financial performance for each project

* Build reserves from that perspective

Income mix and diversification

¢ Seek to minimise reliance on a few funders

Monitor & Adapt
« How regularly are we tracking projects
* Are we able to adapt to service model?

* Are project teams engaged with this?

Clear Financial Goals & Align with Mission
*  How do projects contribute to your mission

- A financial framework for each project

Controls & Governance

* Do we have robust systems to track project
expenditure

« Do project managers have a good enough grasp of

finances




Charity 2 - approaching a
financial strategy

Understand Current Financial Situation Clear Financial Goals & Align with Mission

* Impact of and on footfall * Are we funding/supporting ‘non-business’ activities

* Need for investment - Can we ‘sell’ our charitable aims

*  Funds tied up in assets?

Controls & Governance
Income mix and diversification

* Do we have robust systems to track finances related
- New initiatives to keep improve ‘business income’ footfall?

* Investment strategy to maintain/improve attraction - Governance structure understanding finances
Monitor & Adapt

» Monitoring tools to report key KPIs




Charity 3 - approaching a

financial strategy

Understand Current Financial Situation

Statutory funding vs costs to run
ROI on fundraising activity

Reserves to cover unpredictable income streams

Income mix and diversification

Particularly fundraising

Investment strategy for hospice and equipment

Monitor & Adapt

Understanding when fundraising investment is/isn’t
working?

How agile is fundraising

Clear Financial Goals & Align with Mission

Statutory requirements vs highest standards of service

and care and filling financial gap

Fundraising strategy should link to that

Controls & Governance

Fully recording all fundraising streams to maximize

income e.g. tax benefits/exemptions




Charity 4 - approaching a
financial strategy

Understand Current Financial Situation
« Sound financial basis - ensuring not complacent?

« Do we need reserves at all?

Income mix and diversification

* Key is good investment management

Monitor & Adapt
What impact is grant giving having
«  What is our financial risk appetite in terms of

investments and grant giving?

Clear Financial Goals & Align with Mission

How do grants contribute to your mission

A financial framework mission objectives

Controls & Governance

Are we maximising returns on endowments in line
with investment policy?
Are we monitoring/assessing grant and applications

sufficiently robustly?




Financial policies

Reserves and treasury management




Why do we need reserves?

Reserves are needed for a charity to secure the delivery of on-going social impact and public benefit

Resilience is underpinned by:

o Financial resources available when needed
o Management of financial risks/future uncertainty

o New opportunities/staying relevant



Tips for a smart
reserves policy

o Incorporate financial risk

o x months of what?

o Consider a range

o Seasonality - is your year end position
typical across the year?

o Be forward looking

o Under-writing future plans

o  When to consider wind up costs and

should these be included?




Treasury management

Setting out the authority and responsibility associated with your treasury function

What are the key aims of the policy? To set out how the Board defines and

monitors treasury management, including delegated responsibility for:

o Banking: managing relationships with banks.

o Ensuring the business has required liquid funds necessary to meet working
capital requirements and invest any surplus funds.

o Identifying suitable sources of funds, the cost of those funds, the extent and

type of interest-rate risks.

The objective for investment or lending purposes is to achieve the best possible

return while minimising risk. The important and overriding principle is to limit

the risks and within these constraints, maximise returns.




Areas covered within the policy

Policy principles and associated procedures

The treasury management strategy:
o working capital cash flow requirements
o plan for investment of surplus funds

Accepted interest rate exposure / accessibility of funds

Approved sources of finance

Reference to the scheme of delegation

Consideration of legal issues / restrictions

Information requirements

Reporting and monitoring requirements to assess performance
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Financial
information and
controls




Management team

Adding Value?

+Clear aims

+Are you adding
value?

+Enabling strategic
decision making?

+Hold reqular
sessions to appraise

information received.

Producing timely and
regular updates

«Timing of SLT
meeting

»Structured month
end

Management
accounts, KPIs and

analysis in repeatable
format

»Consistency is key -
familiarity for
management team

Reactive requests -
time

»Anticipate - Have a
bank of financial data
for quick analysis
+Agree format - quick
vs perfection

+Ask for clarity on
priority against other
tasks

Knowledge gap on
finances / Jargon

+One to one catch ups

+Plain English
+Be conscious of

|[ardgon

Detailed content

- Think of audience

«Balance hetween
numbers, charts and

commentary

« Text - so what?
+£'000 / fm

» PowerPoint rather
than lengthy papers?




Finance committee

Mixed skill set

o Papersout a week in advance
o Invite questions of detail before the meeting
o FDrelationship with Treasurer is key

Trust in numbers

o Do the papers address the needs of the committee

o Build in time to cross check balances

o Beclear on the aims

o Pre-meet with the Treasurer / Chair before circulation

Papers were lengthy

Consistent format - easy to grasp at pace

PowerPoint rather than written papers

Consider mix of financial data, charts and commentary
Present numbers in thousands or millions

Detailed elements such as budget assumptions in an Appendix

Internal jargon

o Plain English
o Beware of internal jargon
o Appendix that explains terms

O O O O O



Information flow

Analysis Discussion
Numbers Information Implications Decision
“So what” Action




Data to insights

o Important to select the right chart for Income is (£100k less) in 2024
the right data

o Commentary must be more than Vs
transactional

o Investment in trust fundraising is
paying off with grants income at £100k
(second consecutive year).

Income sources o Thisis helping to offset a fall in LA
200 contract income, which continues to
e decline due to funding pressures at local
government level.
200 o Legacies are unpredictable and can’t be
150 relied on to cover the shortfall.
100 o We currently have sufficient free
- reserves to cover the fall in income in
. - - . _ the short term.

o The following slides look to the mid to

long term to manage the risk of
m Donations Legacies Grant income Contract income declining LA funding

2020 2021 2022 2023 2024




Internal controls

Strong Governance:
Clear roles, segregation of duties, and oversight by management and the relevant
committee.

Risk-Based Approach:

Regularly assess financial risks and update controls accordingly.

Authorisation & Accountability:
Enforce approval limits, document decisions, and maintain clear audit trails.

Accurate Records & Reconciliations:
Use secure systems, reconcile accounts promptly, and retain supporting evidence.

Continuous Monitoring & Audit:
Conduct internal audits, track exceptions, and act quickly on control weaknesses.

Culture & Training:
Promote ethics, provide staff training, and encourage reporting of irregularities.







Key aspects

Does our financial strategy include...?

! Understanding of your financial position and business model

! Clear financial goals aligned with your mission

! Identification and mitigation strategies to manage financial risk

-1 Focus and attention on robust internal controls and financial
governance

! Framework for monitoring and ability to adapt



Signposting

Writing a financial strategy | NCVO

Charity Finance - Financial Planning For
Charities Template

Charity Digital - Topics - The essential CFO:
aligning finance with strategy

o Financial planning resources for charities |
CAF

2



https://www.ncvo.org.uk/help-and-guidance/running-a-charity/financial-management/planning-and-budgeting/writing-a-financial-strategy/?gad_source=1&gad_campaignid=11415512370&gclid=EAIaIQobChMIuv6mlLmRkAMVFZFQBh2JdjmgEAAYASAAEgKqDfD_BwE#gad_source_1
https://www.ncvo.org.uk/help-and-guidance/running-a-charity/financial-management/planning-and-budgeting/writing-a-financial-strategy/?gad_source=1&gad_campaignid=11415512370&gclid=EAIaIQobChMIuv6mlLmRkAMVFZFQBh2JdjmgEAAYASAAEgKqDfD_BwE#gad_source_1
https://www.charityexcellence.co.uk/financial-planning-for-charities/
https://www.charityexcellence.co.uk/financial-planning-for-charities/
https://www.charityexcellence.co.uk/financial-planning-for-charities/
https://www.charityexcellence.co.uk/financial-planning-for-charities/
https://www.charityexcellence.co.uk/financial-planning-for-charities/
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://charitydigital.org.uk/topics/the-essential-cfo-aligning-finance-with-strategy-10533
https://www.cafonline.org/services-for-charities/resources/financial-planning
https://www.cafonline.org/services-for-charities/resources/financial-planning
https://www.cafonline.org/services-for-charities/resources/financial-planning

CHARITY COMMISSION
) FOR ENGLAND AND WALES

Decision-making for charity trustees
- . St .
3 Improving your charity’s finances - what to do if
your charity is in financial difficulty

Q/ This includes “Checklist to assess insolvency risks”

The Essential Trustee: what you need to know,
/ "\ what you need to do

Internal controls for charities

ICAEW Charity Trustee Training
Community has

training for M Od u Ies

trustees This course is free to access

ICAEW's online training modules provide an overview of charity
trustees’ legal and financial responsibilities and their strategic and

operational considerations.



https://www.icaew.com/technical/charity-community/trustee-training-modules

Trustee Finance Toolkit
Helping you plan and manage
your charity’s finances

Financial Health Check

CHARITY COMMISSION
FOR ENGLAND AND WALES




Contact details

Farrah Kitabi

Sayer Vincent Partner
farrah.kitabi@sayervincent.co.uk

Fleur Holden

Sayer Vincent Partner
fleur.holden@sayervincent.co.uk

0207 841 6360

Sign up to our newsletter on our

website www . saver. vincent@co.uk

Thank you & #AskSV
SAYER | VINCENT
00000 0000000
® oo 0 0 o e o o0 0o

MAKING IT COUNT


mailto:judith.miller@sayervincent.co.uk
mailto:sayer.vincent@co.uk
http://www.sayervincent.co.uk/
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