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Introduction
We are delighted to present haysmacintyre’s third annual benchmarking report focusing on
international charities.

In our introduction last year, we commented on the
uncertain times faced by international charities. Whilst
there were many factors we had anticipated, such as
Brexit and the focus on high profile safeguarding cases,
we could certainly not have anticipated challenges of the
size and scale of the COVID-19 global pandemic.
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Combined with the pre-existing challenges, and
other new obstacles like the merger of the Foreign
and Commonwealth Office and the Department for
International Development (DfID), the scale of threats
faced by the sector is extraordinary. We have already
seen cases of charities announcing closure, with Bristolbased African Initiatives announcing that it will close
in early 2021 as a result of difficulties raising sufficient
income. There have been other cases reported in the
sector press of international charities making significant
redundancies — in May 2020, Bond1 reported that 50
out of 116 organisations surveyed said they would not
survive for longer than six months without additional
funding.
At the same time, the need addressed by international
charities remains great, and at the time of writing in
September 2020, we are seeing many international
charities re-evaluate their future plans, having secured
short-term survival. For many organisations, this may
mean a different future to the one envisaged at the start
of the year, and recent research suggests that this may
lead to an increased appetite for mergers within the
sector.
In this report we have again considered a selection of
the areas which, in our experience, are most important
in achieving good financial governance: risk, reserves,
fundraising, and the trustee board itself. In addition to
the areas considered last year, we have expanded our
research to include a smaller scale survey which expands
on a number of the areas covered in the report and also
some of the pertinent factors relating to COVID-19.
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We hope you will find the results of our work useful,
both to inform debate and to help your individual
organisation benchmark its own figures against similar
organisations. More importantly, we hope this work will
help to stimulate discussion and support the adoption of
best practice in the sector. We would welcome feedback
on the contents of the report, as well as suggestions for
areas to benchmark in the future.

Steve Harper
Charities Partner
020 7969 5608

sharper@haysmacintyre.com

Murtaza Jessa
Partner, Head of Charities
020 7969 5551

mjessa@haysmacintyre.com

https://www.bond.org.uk/news/2020/05/programmes-at-risk-as-more-ngos-face-closure
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Methodology and overview
Our report analyses the accounts of a selection of the UK’s international charities.
As in 2019, our review incorporated 180 charitable organisations with an international
focus. We have continued to focus on charities with income greater than £0.5m and where
international operations are a significant element of the charity’s activities. The majority of
the organisations are the same as last year, but where income fell below £0.5m we replaced
the organisation within the sample.

The most recent accounts were obtained from the
Charity Commission, or Companies House where
appropriate (at July 2020). Those accounts cover
accounting periods ending between 30 June 2018 and
31 December 2019. The sample includes organisations
with total income of £6.9bn, net assets of £2.3bn, and
more than 90,000 employees. All information has been
taken from publicly available accounts and we have not
sought to verify this information or supplement it with
additional enquiries.
We have taken information disclosed at face value, but
in certain instances where the information disclosed is
not clear, we have made assumptions when analysing
the data. The charities included within the sample
represent a range of organisations, deploying a variety
of operating models. In the pages that follow we have
distinguished charities based on size of organisation, but
not the operating model.
For the purpose of this analysis, we have categorised the
entities included in the following income brackets: less
than £2m (45); £2m to less than £10m (66); £10m to
less than £50m (44); and £50m and over (25). Income is
one measure of size and activity, and we have used this
to group organisations, however, we acknowledge that it
is not the only indicator of complexity.
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In addition, for the first time in 2020, we incorporated a
survey element to supplement our research. Our survey
was completed by a range of organisations across the
income categories.
Similar to our previous report, there was an average
increase in income of 9% compared with the most
recent set of accounts. Whilst the average across
the sample was an increase in income, 46% of
organisations recorded a decrease in income, and 45%
of organisations recorded an overall deficit for the year.
This is an increase compared with last year, when we
found that 41% of the sample recorded a deficit.
There will be many reasons for this increase, and a
deficit should not always be a cause for concern: it may
represent timing differences between income recognised
and expenditure, or a conscious decision by a board of
trustees to spend down reserves. However, these figures
are indicative of the continued uncertainty that many
organisations face in the sector, which will only continue
in the years ahead.
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The annual report
Some charities view the annual report purely as a compliance document whereas others
consider it a communications tool to help raise funds or engage with members or other
stakeholders. The structure of the annual report varies as widely as the aims of each
organisation.

As last year, the number of pages of annual reports
reviewed in our sample spanned a wide range: the
shortest report remained at 16 pages in total (of which
four were the trustees’ report); the longest report
increased to 126 pages (of which 96 were the trustees’
report); and the average report was 48 pages long,
representing an increase in three pages over last year’s
mean. This increase has largely been driven by the
trustees’ report, which increased in length from an
average of 22.5 pages to 26 pages. This represents
a variety of factors, including increasing compliance
requirements and the complex external environment
meaning that many international charities are choosing
to include disclosure in areas such as safeguarding,
which go over and above statutory requirements. We
have considered some such disclosure areas later in this
section.

Unsurprisingly, we found that the reports for larger
charities were longer than the reports of smaller
charities, ranging from an average of 34 pages for
charities recording income below £2m to an average of
72 pages for charities recording an income of £50m and
over. Across all categories, the average annual report
increased in length.

One way in which charities ‘tell the story’ of their work
and plans in the annual report is by using a foreword
from a named individual, such as the chair or chief
executive. This enables a prominent statement to ‘set
the scene’ before moving on to statutory matters later in
the report. We found that over half (99) of organisations
in the sample had a chair’s report, representing an
increase of nine compared with our 2019 research.
Just under one third (56) had a chief executive’s
report, representing an increase of five on our previous
research. Our experience is that this can be a helpful
way of emphasising key messages which may be
otherwise lost within the wider trustees’ annual report.

Whilst completion of the annual report is a statutory
requirement, many organisations use the annual report
for wider purposes. Around one fifth of the respondents
to our survey reported that their annual accounts are
used for statutory compliance only. Others reported a
variety of uses including fundraising and communication
with stakeholders. The role of the annual report
should be considered alongside that of complimentary
publications. Most respondents to our survey reported
that they prepare an annual review or an impact report
(or both), with an annual review (85% of respondents)
being the most common.
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The impact of COVID-19 and managing an overabundance of uncertainty associated with the
pandemic has brought risk management into sharp focus for the trustees and management
teams of many charities.

7% of charities in our sample have a 31 December 2019
year end and they will therefore have been finalising
their financial statements after the emergence of the
COVID-19 pandemic. Of those, 54% reported principal
risks and uncertainties in relation to the pandemic (in
total, reporting ten individual risks). Our experience is
that many organisations are reflecting principal risks
related to the pandemic in their annual reports, and
we therefore expect this to feature very heavily in our
research next year.
As in 2018 and 2019, the most commonly reported risk
was in relation to future funding and fundraising. Having
seen a small decrease in the number of occasions
on which the risk was reported last year, we saw an
increase again this year from 129 to 142 occasions. The
proportion of organisations reporting one or more risk
relating to future funding and sustainability increased
from 58% in 2018 to 63% in 2019. 22 organisations
reported more than one risk in relation to future funding
and sustainability.
This year we noted a marked increase in the number
of programme-related risks, which increased to 74
occasions (45 last year). This is a broad category
of risks which includes the challenges associated
with delivering effective programmes and delivering
programmes in difficult environments.
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There continued to be many other risks which do not fall
within the specific categories we have identified. These
risks included those associated with pension schemes,
access to commodities used by the organisation and
strategic risks specific to each charity.
Across all the charities sampled, an average of 3.9 risks
were reported within the trustees’ report (2019: 3.6). It
is unsurprising that larger organisations reported more
risks than smaller organisations.
Organisations by average number of risks reported
8
7
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The Charities Statement of Recommended Practice
(SORP) requires that larger charities (defined as those
with income of more than £0.5m) report their principal
risks and uncertainties within the trustees’ report.
Reporting of principal risks and uncertainties can provide
context of the environment faced by the charity and
the actions taken to mitigate them. Within our research
we considered those risks which, in our experience, are
most relevant to charities operating overseas.
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As in previous years, the most commonly reported number
of risks was three (12% of organisations this year). The
most significant increase in the number of risks reported
was in charities reporting six risks (increasing to 12% of
charities from 9% in 2019). Whilst this may indicate more
comprehensive disclosure, organisations should continue to
take care that the disclosure focuses on the most important
risks and provides clear and helpful information to users of
the accounts.
Organisations by total number of risks reported
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In addition to reporting principal risks, it is important that
the trustees’ report sets out the mitigating strategies, and
we identified variances of the quality of disclosures in this
area. We found that the majority of the annual reports
sampled included some detail of the risk mitigations in
place. Of the 148 organisations reporting one or more
principal risks, only 13 did not report detail about the
individual mitigation of each risk. In our experience, this
is an important disclosure and one which can be used to
give confidence to stakeholders that the risks are being
appropriately managed.
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17% (32) of the charities sampled reported no principal
risks. This is a small reduction compared with 2019,
where we identified that 21% of charities reported no
principal risks.
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Our survey also found that a wide variety of measures
had been implemented in response to COVID-19. Almost
80% of respondents indicated that they had implemented
new programmes in response to COVID-19 and over 70%
indicated that they had postponed planned implementation
of other planned programmes.

COVID-19
Charities have responded to the demands of COVID-19 in
a variety of ways, with a wide variety of risk mitigations
used. A common approach has been to re-negotiate terms
and conditions with funders, including payment terms or
deliverables. Approximately two thirds of the respondents
to our survey reported that they had done so.
Almost all of our survey respondents are considering, or
expect to consider, permanent changes to programme
delivery even following the lifting of all relevant lockdown
restrictions. 28% of respondents reported that they
anticipated significant changes, with a further two thirds
reporting that they expected moderate changes.

Safeguarding
Unsurprisingly, there has been a significant increase in the
number of international charities reporting safeguarding as
a principal risk in recent years. Safeguarding was reported
as a principal risk for 43% of respondents, compared to
35% in 2019 and 10% in 2018.
We have identified an increased trend of organisations
including a distinct section within the annual report on the
topic of safeguarding. 49% of the sample included such a
section within their trustees’ report. Of these organisations,
around half also reported a principal risk in relation to
safeguarding. In total, 56% of organisations in the sample
reported either a principal risk in relation to safeguarding
or reported on safeguarding in a specific section within the
annual report.
With a focus on issues such as safeguarding, our
experience is that many charities have been considering
their own serious incident reporting policy. Over 70% of our
survey respondents reported that their charity has a serious
incident reporting policy in place.
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Brexit
While we acknowledge that Brexit is inherent in several
other risks cited, including government policy and the
wider political climate, Brexit as a standalone issue
continues to be reported as a principal risk by a minority of
organisations. This year, we identified that it was reported
as a principal risk in 28 cases, up from 27 in the previous
year. In addition to those charities reporting Brexit as
a significant risk, a handful of organisations included a
specific section within the trustees’ report considering the
impact of Brexit on the charity.
Foreign exchange
Although this is not common amongst the most reported
principal risks in the annual report, our experience is that
foreign exchange risks are still a significant area of focus
for many charities operating internationally. Just under
half of our survey respondents reported that they did
not actively take steps to mitigate foreign exchange risks
and that costs are absorbed. Of those charities that do
take steps to mitigate foreign exchange risks, the most
common strategies are forward contracts and buying
foreign currency in advance of the planned spend.
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* Other includes a range of risks which do not fit within the above categories, including the need to demonstrate value for money and impact, risks around defined benefit
pension schemes and risks in relation to the faith identity of specific organisations.
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We also asked survey respondents to choose
their top three risks. Unsurprisingly, almost
all charities responding to our survey chose
COVID-19 as one of their top three risks.
This was followed closely by future funding
and fundraising, which is consistent with our
reviews of financial statements. COVID-19
encapsulates a wide variety of other risks
including those related to future funding, the
economy, and delivery of programmes.

Top three risks (by percentage of survey respondents)
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The focus of this report is on measuring financial data,
as it can be more easily compared across different
organisations. However, it must be acknowledged
that financial data tells only half of the story, and that
impact and value for money are also key areas for many
organisations. Our experience is that organisations are
much better at measuring financial metrics and output
than they are at impact and value for money, and this
was confirmed by our research.

We asked respondents to our survey to self-assess
the ability of their organisation to measure output,
outcomes, impact and value for money. We found that
whilst 80% of respondents reported that they were
‘excellent’ or ‘good’ at measuring outputs, this reduces
to 60% when considering outcomes, 63% when
considering impact and only 20% when considering
value for money. Four-fifths of our survey respondents
reported that they were in need of improvement
regarding their ability to measure value for money.

Self-assessment in measuring output, outcomes, impact and value for money
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Reserves

Unrestricted reserves less unrestricted fixed assets, expressed in months of total expenditure
25

Management of reserves is one of the most important areas of a charity’s finances, and the
COVID-19 pandemic has brought a renewed focus for many organisations on the need to
carefully manage cash flow and reserves.
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In our experience, most charities link the level of
reserves required to the level of their expenditure. Of
our survey respondents, around two-thirds reported that
their reserves policy is linked to expenditure. Most of the
remainder reported that their reserves policy is linked to
risk, with a small number reporting other bases for the
policy, such as closure costs.
This year, there were no organisations showing
a deficit on funds in our sample. This is reduced
from one organisation in each of our previous two
reports. Similarly, we have noted a gradual decrease
in the number of organisations showing a deficit on
unrestricted funds. This has decreased from five in 2018
to four in 2019 and three in 2020.
We continued to identify large variances in the level of
reserves held. To enable comparisons, we calculated
a consistent measure of free reserves by taking all
unrestricted funds (including designated funds) and
deducted unrestricted fixed assets. We then compared
the reserves calculated to the current year’s unrestricted
expenditure.

By utilising this measure of free reserves, we have seen
a gradual increase in organisations showing a deficit.
Utilising this measure, 6.1% organisations (11) showed
a deficit on unrestricted funds. This increased from 5.6%
last year and 4.7% in the previous year.
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We also saw a significant increase in those organisations
reporting unrestricted reserves equivalent to one month
or less of unrestricted expenditure. This year, this
increased to 10.6% of our sample compared with 1.7%
last year.
At the other end of the spectrum, 31% of charities
reported unrestricted funds equivalent to one year or
more of unrestricted expenditure, with 9% of charities
reporting unrestricted reserves equal to more than two
years of unrestricted expenditure. This showed a small
increase when compared with last year, when we found
28% of organisations holding more than one year of
unrestricted expenditure in unrestricted funds and 9%
holding more than two years’ unrestricted expenditure in
unrestricted funds.

7

11

10

Deficit on reserves

Over six months, less than nine months

Up to three months

Over nine months, less than twelve months

Over three months, less than six months

Over twelve months

Across the whole sample, there has been little change in the average level of unrestricted reserves compared with
previous years. The average position was 9.8 months coverage of unrestricted expenditure compared with 9.7 months
in 2019 and 10.2 months in 2018. However, our research shows that the smallest organisations in our sample have
shown a significant increase over this period from 10.4 months coverage in 2018 to 13.4 months coverage in 2020. On
the other hand, organisations with income over £2m and under £10m have moved in the opposite direction, reducing
from 13.1 months in 2018 to 9.6 in 2020. Whilst these are the average positions, there are significant variations across
different organisations within the sample.
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Many charities receive restricted funds which have been
restricted by a donor to a particular project or purpose.
These funds are restricted for a specific purpose,
therefore they are not considered to be part of a
charity’s free reserves.

For this reason, it can also be helpful to consider the
unrestricted funds held compared with months of total
expenditure. Using the same methodology as above,
we found that 27% of organisations were carrying free
unrestricted funds sufficient to cover one month or less
of their total expenditure. This is an increase from 23%
in the previous year. For this reason, it is important that
management and trustees understand what is currently
funded by restricted income, when this funding will
come to an end and what contingency plans are in place
in the event of a loss of funding. Conversely, a small
number of organisations (6.1%) had free unrestricted
funds sufficient to cover more than one year of total
expenditure.

In an ideal scenario, there would always be sufficient
restricted funds available to meet planned restricted
expenditure. Unfortunately, it’s not always that
straightforward in practice. For example, if a long-term
grant ends and restricted funding cannot be found
to replace the grant, a decision must be made to
determine whether the project should end or go ahead
with unrestricted funds.

As with coverage of unrestricted expenditure, the ratio
of unrestricted funds (less unrestricted fixed assets)
to total expenditure shows a mixed picture. Across the
whole sample the position over the last three years has
been relatively stable at around 3.5 months coverage.
However, there have been significant fluctuations when
assessing the data by size of organisation.
Unrestricted funds less unrestricted fixed assets
(by months of total expenditure)
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We continued to see organisations holding an average
of 4.9 months’ expenditure in cash, which is consistent
with both 2019 and 2018. When incorporating long term
investments, this figure increases to 5.6 months which is
a reduction to 5.9 months compared with 2019.
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As in previous years, we identified significant differences
in the level of cash held. We saw an increase in charities
holding cash and short-term investments only sufficient
enough to cover less than one month expenditure. This
increased from 5.6% to 8.3%. When considering longterm investments, this decreases slightly to 7.2% of our
sample.
We saw a small increase of organisations holding cash
and short-term investments sufficient enough to cover
more than one year of expenditure. This increased from
5.6% in 2019 to 6.7% in 2020. 10 out of 12 of those
organisations had income below £10m.
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Whilst total reserves are always important, the
challenges of dealing with the COVID-19 pandemic have
highlighted to many organisations that management
of cash is even more vital for short-term survival.
For many international charities, there were already
challenges in cash management: from donors paying in
arrears to the challenges of managing cash held across
multiple locations and projects. Reduced incoming cash
has led to challenges for a number of organisations
and attempting to forecast cash flow amongst deep
uncertainty has been a focus for many in the sector.

2

0

£10m - under £50m

1

0

3

0

0

1

£50m and over

Size of organisation by income

14

Deficit on reserves

Over six months, less than nine months

Up to three months

Over nine months, less than twelve months

Over three months, less than six months

Over twelve months

15

haysmacintyre International Charity Financial Benchmarking Report 2020

The average cash coverage has not
changed significantly over the last three
years. We also continue to see that, on
average, smaller organisations tend to
hold proportionately more cash than larger
organisations, which is unsurprising given
that larger organisations will usually have
more capacity for treasury management and
a more diverse range of income streams.

Cash and short term investments (by months of total expenditure)
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Fundraising
The vast majority of organisations sampled receive voluntary income to some extent, with
an average of 53% (2019: 52%) of income being disclosed as voluntary income. Just 2.8%
(5) of organisations reported no voluntary income at all, which is a reduction from 3.3% (6)
last year. As last year, just under one-third of organisations reported more than 90% of their
income coming from voluntary sources.

Perhaps the most striking finding on this area is the
relative proportion of voluntary income received by the
largest charities in our sample. In 2018, organisations with
income over £50m received an average of 62% of their
income from voluntary sources. This decreased to 53%
in 2019 and 48% in 2020, reflecting a variety of factors
including attempts to diversify income streams and the
challenges of fundraising in the context of GDPR and highprofile media attention on fundraising tactics employed by
certain parts of the sector.
Voluntary income as a percentage of total income
100%
90%

As last year, there are proportionately more small
organisations that are heavily reliant on voluntary
income. 40% of organisations receiving less than £2m
income per year report that 90% or more of their
income is from voluntary sources, along with 41% of the
organisations in the £2m to £10m range. The latter is an
increase from last year when we reported that only 33%
of organisations in the £2m to £10m range counted
voluntary sources as more than 90% of their income,
suggesting an increased reliance on voluntary income
for some organisations in that income bracket.

As in previous years, we found that fewer larger
charities reported nearly all of their income as coming
from voluntary sources. Just 23% of organisations
with income between £10m and £50m and 28% of
organisations with income over £50m reported that
more than 90% of that income came from voluntary
sources.

We continue to see an increase in the costs of raising
voluntary income as a percentage of the income raised.
We have seen this increase from 25.3% in 2018 to 26.3%
in 2019 and 28.5% in 2020. This has impacted the entire
sector, with all income groupings showing an increase
compared with last year. In the first year of our report
we saw a clear correlation between size of organisation
and the cost of raising funds, with the percentage ratio
decreasing as the size of organisation increases. This trend
did not subsequently continue. Overall, it appears that
costs are increasing whilst income is not. There are several
factors which have made fundraising challenging in recent
years such as those noted in the preceding paragraph.
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As well as considering the cost of raising funds, it is
also helpful to consider the percentage expenditure on
charitable activities (which excludes both the cost of
raising funds and other expenditure disclosed).
On average, we found that international charities spent
88% of income on their charitable activities, which is
consistent with last year. Over the last three years,
we have seen a reduction in the percentage spent
on charitable activities for all groups except charities
recording income of £50m or more.
As last year, two organisations reported that less than 50%
of their spending was on charitable activities and in both
cases this was due to the costs of raising funds reported.
On the other hand, 6.7% of organisations reported that all
of their spending was on charitable activities and did not
report any spend on raising funds. This is a small reduction
from the previous year.
Percentage of expenditure spent on charitable
activities

As part of our survey, we asked respondents whether
they are considering new forms of raising funds. The
respondents reported a variety of new forms of raising
funds, with over half considering institutional funding and
half considering corporate donors.
New forms of raising funds under consideration
100%

Fundraising regulation
There continues to be significant focus on charity fundraising practices. Section
13 of the Charities (Protection and Social Investment) Act 2016 requires that
charities must include additional information on their fundraising practices
in the trustees’ report. This applies to all charities who have their accounts
audited for periods beginning on or after 1 November 2016.
We found that most organisations (69%) included a section in the trustees’
report covering the new requirements. This is a significant increase from 2019
when we reported that only 57% had such a section with the trustees’ report.
Of the 30.6% of organisations that did not include such a section within the
trustees’ report, all but one reported receiving at least some voluntary income.
Almost all of the remaining organisations (26.7%) had income below £10m
with the vast majority of these organisations reported receiving some voluntary
income. In addition to being necessary to comply with current legislation,
this disclosure is an important way of communicating fundraising practices to
stakeholders and we strongly recommend its inclusion.
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Forms of fundraising
As noted earlier in the report, we again found that the
most commonly reported risks were in relation to future
fundraising. Whilst we anticipate that COVID-19 has
overtaken this as the most pressing risk dealt with by
international charities, there is an inherent relationship
between the various challenges of COVID-19 and income
generation.
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Analysis of expenditure
We also considered the types of spend made by organisations in our sample, analysed by staff
costs, grant-making and other expenditure.

We continued to find that smaller organisations were
considerably more focused on grant-making than larger
organisations, although this decreased compared
with last year. Overall, we found that 44% of spend
in organisations with income below £2m was on grant
making compared with 50% last year. On the whole,
where the level of grant-making was stated, it averaged
37% of the total expenditure compared with 38% last
year. There continues to be a wide spread in the use of
grant-making to achieve charitable objectives, with some
organisations making a very small number of grants and
others being predominantly grant-makers.
We found a small increase in the proportion of
organisations clearly stating in the notes to the accounts
the amount of grants made. This year, 63% made a clear
statement in the notes to the accounts of the amount of
grants made which represents an increase from 59% in
the previous year.

The vast majority of organisations in our sample reported
employing staff, with only one reporting no staff at all
and one reporting that they employ less than one person
on a full-time equivalent basis. We found that this year,
on average, staff costs represented 29% of expenditure.
This is a small increase from the previous year, when we
found that staff costs represented 28% of expenditure.
Last year we reported that the percentage of staff costs
decreased as the size of the organisation increased.
This year, the picture was slightly more mixed. The
smallest organisations in our sample continued to spend
proportionately more on staff costs than the largest
organisations. However, we also saw an increase in the
proportion of spend on staff costs for organisations in the
£10m to less than £50m income bracket.

In almost all cases trustees are unpaid volunteers,
though in some circumstances it is possible for a
charity to remunerate trustees. We found that 5%
of organisations included in the sample disclosed
trustee remuneration. This represents a small increase
from the previous year when we found that 3.9%
of organisations included in the sample disclosed
trustee remuneration. Where a trustee is remunerated,
the SORP is clear that there should be appropriate
disclosure including the legal authority under which the
payment is made, details of why the remuneration is
made and the amount of remuneration.

Grant costs as a percentage of total expenditure

Staff costs as a percentage of total expenditure
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Support and governance costs
Support costs continue to be a significant area of focus for many organisations in the sector.
For those organisations funded by institutional donors, there is a particular challenge in
seeking to recover overhead costs from institutional funders.

Our experience is that this is an area which
organisations often seek to benchmark, but there
are challenges in doing so because of the different
approaches that organisations take to allocating costs
within their accounts.
The vast majority (96%) of organisations provided a
clear statement of support costs within the notes to the
accounts — on average 11% of expenditure related to
support costs – which is a small reduction from 12% last
year. As in previous years, we found that support costs
as a percentage of total expenditure decreased as the
size of the organisation increases which is unsurprising
as it reflects the economies of scale which are available
to larger organisations.
The smallest charities in our sample, being those with
income of less than £2m, reported average support costs
of 15% of expenditure, reducing to 7% for those with
income greater than £50m.
Support costs as a percentage of total expenditure
100%
90%

Governance costs are typically a much smaller
percentage of the cost base. Most of the organisations
sampled (82%) included the total of governance costs
incurred in the notes to the accounts. On average,
governance costs reflected 1.1% of the overall spend of
an organisation.
Recovery of overhead costs
In our experience, a significant challenge for
international charities receiving institutional funding is
recovery of support costs. All of our survey respondents
reported that their knowledge of their support costs
base was either ‘good’ or ‘very good’. However,
the respondents were less confident as to their
organisations’ ability to recover support costs, with only
20% reporting that they were ‘very good’ in this area.
In our experience, it is a very important step for an
organisation to know its cost base. But, even for those
organisations where there is a very good knowledge
of their cost base, there are still significant challenges
needed to achieve full cost recovery from funders, as
certain funders adopt a capped level of support costs
or challenge support cost levels which are seen as
excessive.
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The trustees and their
committees
We have considered the average size of the board of trustees. Across the sample, the average
board of trustees consisted of 9.2 individuals (2019: 9.0), the smallest board of trustees
consisted of two individuals, and the largest board of trustees included 28 individuals. We
also noted two charities in the sample which had a corporate trustee.

8.3% of the organisations sampled had a trustee board
consisting of fewer than five individuals, with a similar
number (6.7%) having a trustee board consisting of 15
or more individuals. This is similar to 2019 where we
found that 10.8% organisations had a board of fewer
than five individuals and that 7.2% had a board of 15 or
more individuals. We have seen a gradual reduction in
those charities with fifteen or more trustees, from 9.4%
in 2018 to 7.2% in 2019 and 6.6% this year.
As shown on the adjacent page, the average size of
the trustee board increases as the size of a charity
increases. Charities with income below £2m had an
average trustee board of 7.8 individuals, whereas the
largest charities had an average trustee board of 11.9
individuals. This correlation is unsurprising given the size
and complexity of the largest international charities.
As part of our survey, we asked respondents how
often their board of trustees meet. The most common
response, reported by over 70% of respondents,
was quarterly. Just under half of the respondents
to our survey reported that their board had met
more frequently in 2020 as a result of the COVID-19
pandemic. Around two thirds of respondents reported
that either the board or a committee of the board had
held at least one emergency meeting as a result of
COVID-19.
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We also asked whether trustees have fixed terms of
office. We found that approximately two-thirds of survey
respondents reported fixed terms of office for trustees;
of those, around two-thirds reported that those terms
were between three and four years with a minority
reporting shorter or long terms.
Many trustee boards choose to utilise committee
structures to enable closer scrutiny of particular areas,
such as finance, risk, governance, or grant-making.
Nearly three-quarters of the charities sampled as part
of our desktop research disclose the use of one or
more committees within the annual report, though we
consider it likely that there are additional committees
not explained within the annual report. The level of
disclosure varies between simply acknowledging the
existence of a committee to explaining in detail the
composition of a committee, the role within the overall
governance structure, or the work of that committee
during the year.
The most common number of committees disclosed
continues to be one (21% of charities) followed by two
(18%) and three (both 15%). In our experience, the
single most common committee utilised is a finance
committee. The number of charities reporting no
committees has reduced from 31% (55) last year to
26% (46) this year.

Almost all of our survey respondents (93%) reported
having a finance committee, an audit committee, or a
combined committee covering both finance and audit.
The most common committee, reported by just over
half of our survey respondents, was a joint finance and
audit committee. Other common committees reported
by our survey respondents included fundraising and
nominations, and there was a wide variety of other
committees reported as being in operation including
communications, strategy renewal, and public
engagement.
It is good practice to periodically review the
composition and skills of the board. Almost 80% of the
respondents to our survey reported that their charity
had carried out a skills audit of the board, with over
half of respondents reporting that a skills audit had
been carried out within the last twelve months.
One way of supporting trustees and building skillsets
is through training. 86% of our survey respondents
reported that their board had received training in
one or more area over the past year, with the most
common areas being governance and safeguarding
which were both reported by around two-thirds of
respondents.
The current Charity Governance Code (the Code)
was launched in 2017 and, in our experience, many
larger charities have sought to compare their own
governance against the requirements of the Code.
We found that just under one third (31%) made
reference to the Code within the annual report. This
contrasts with our survey research which found that
over 70% of respondents had completed a review of
the charity against the Code. This suggests that there
may be a higher incidence of organisations using the
Code compared to making a disclosure about the
use of the Code in the annual report. Making such a
disclosure can give confidence to stakeholders about
the governance in place at the charity. A refresh of the
Code is expected in late 2020, and this may provide a
helpful opportunity for fresh comparisons against the
Code.
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Conclusion

About haysmacintyre

Many international charities faced double challenges this year, not only grappling with the
impact of COVID-19 in their headquarters’ country, but also in all of the countries within
which they operate.

haysmacintyre has one of the largest charities teams
in the country, and we are proud to lead our offerings
for international charities and helping clients overcome
challenges and achieve their goals. haysmacintyre is a
co-founder and co-owner of the MSI Global Alliance, an
association comprising over 260 independent legal and
accounting firms operating locally in over 100 countries
around the world. Collectively MSI firms represent nearly
10,000 lawyers and accountants in over 100 countries.
This is a very important part of our business and helps
us to support clients working internationally and to
provide services to our clients across the world through
a central contact in the UK. Our International Charity
Financial Benchmarking Report is produced annually
from the public accounts of international charities and a
specialised survey distributed every autumn.

Tried and true models for funding and delivering
charitable objectives have been tested, broken, and
remade under the new way of working. The challenges
of COVID-19 compound an already difficult landscape
with challenges such as Brexit. So much has changed,
but what we’ve seen through our survey is:
• Over 90% of respondents to our survey consider
that COVID-19 is among the top three risks facing
their organisation
• Around two thirds of our survey respondents have
renegotiated terms and conditions with donors as a
result of COVID-19
• The vast majority of survey respondents expected
changes to the delivery of programmes postlockdown, with less than 10% of respondents
expecting no changes
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• A wide variety of measures have been taken by our
survey respondents in response to the COVID-19
pandemic, with the most common being:
ᴏ New projects to react to COVID-19 (79%)
ᴏ Postponing implementation of planned
programmes (71%)
ᴏ Furloughing UK based staff (64%)
ᴏ Adapting programmes for online delivery
(57%)
• Around half of our survey respondents reported that
their boards had met more frequently as a result of
COVID-19
This year presented an exceptional set of circumstances
for international charities, and we are certain there will
be even more interesting results in our next edition.

If you have any questions about the contents of this
report, or our services for international charities, please
don’t hesitate to get in touch.

Steve Harper
Charities Partner
020 7969 5608

sharper@haysmacintyre.com

Murtaza Jessa
Partner, Head of Charities
020 7969 5551

mjessa@haysmacintyre.com
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