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INTRODUCTION
The Office of the Scottish Charity Regulator (OSCR) is the independent registrar and
regulator of charities in Scotland. OSCR was established in December 2003 as an
Executive Agency and took up its full powers as a non-ministerial department of the
Scottish Administration when the Charities and Trustee Investment (Scotland) Act 2005
(ʻthe 2005 Actʼ) came into force in April 2006.

This report has been produced by OSCR under section 33 of the 2005 Act. It presents
the findings of an OSCR enquiry after the event, into the failure of the charity One Plus:
One Parent Families (ʻOne Plusʼ), SC011688 in January 2007.

The aim of the enquiry carried out by OSCR was to:
• establish the reasons why the charity collapsed
• highlight, from OSCRʼs perspective, any lessons that could be learned, and
• communicate these to the charitable sector, funders, advisers and the public.

While the report may be of interest to charity trustees in all types of charities the
ʻlessons to be learnedʼ identified in the report are aimed at, and some are only
applicable to, larger or growing charities that employ staff.

The report includes the terms ʻmustʼ and ʻshouldʼ in the sections on the ʻlessons to be
learnedʼ. The term ʻmustʼ indicates an OSCR expectation of activity by charity trustees
in fulfilling their general duties under the 2005 Act. The term ʻshouldʼ indicates an
activity that could be considered as good practice, but whether or not it is appropriate
for a charity will depend on the particular circumstances of that charity.

BACKGROUND
One Plus is a registered Scottish charity. The charity was one of Scotlandʼs largest with
a turnover of £11m in 2005, and was claimed to be the largest lone parent organisation
in Europe. On 22 January 2007 One Plus went into liquidation. There was a substantial
level of public and press interest in the liquidation of the charity due to its scale of
operations in the West of Scotland and in relation to the Scottish charity sector as a
whole.
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SCOPE OF ENQUIRY AND OBJECTIVES
During the course of the enquiry OSCR staff spoke with representatives of the charity
at both board and senior management level, including the Chairperson; the most recent
Chief Executive, appointed October 2006; and the previous Chief Executive who retired
in July 2006. Representatives of a number of organisations who had involvement with
One Plus both before and after it was placed in liquidation were contacted, including
the liquidators, bankers, funders, government departments, as well as advisers to the
charity just prior to the liquidation.

Because the charity was in liquidation, it was not possible to access many of the
charityʼs records. However, where appropriate and possible, documents were obtained
to corroborate information that was provided verbally. It was realised at an early stage
that a more detailed enquiry or investigation into the collapse of the charity would not
be possible. However, the scope of the enquiry was sufficient to allow important
lessons to be identified.

THE CHARITY
One Plus was established in 1986 to provide a range of services and opportunities to
lone parents. In 2005/2006 the charity ran eight nurseries, twenty-nine out of school
clubs, home social care services to 220 clients, 1,500 training places and a support
and information service which received more than 5,000 enquiries. In 2006 the charity
employed over 800 staff.

The services provided by the charity had developed over the years with the charity
trying to take a holistic approach to the needs of its beneficiaries, providing as it were a
ʻone stop shopʼ for lone parents and other disadvantaged groups.

In 2002 the charity took full control of Kidcare Ltd (ʻKidcareʼ), a commercial company
which provided nursery facilities in central Scotland. In common with other charities
Kidcare was the charityʼs commercial trading subsidiary, the profits of which were to be
transferred to the charity to further support the charityʼs activities. Kidcare reported
major fluctuations between profits and losses during the period under One Plus control
with a loss of £6,068 disclosed in draft accounts for the year ended 31 March 2006
from a turnover of £1.25m. Due to cash flow difficulties contributed to by poor debt
recovery on problematic older debts, Kidcare went into liquidation in December 2006.
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Figures from the charityʼs last three yearsʼ audited accounts (2003, 2004 and 2005),
listed below, demonstrate that One Plus was growing rapidly:

Year Ending Income Expenditure Surplus Net Assets
31 March £ʼ000 £ʼ000 £ʼ000 £ʼ000

2003 7,417 7,413 4 305
2004 9,483 9,465 18 323
2005 11,017 10,954 63 635 (incl. £250k capital grant)
*2006 (Draft) 11,583 11,419 164 799

(Figures exclude Kidcare Limited)
* The 2006 figures are extracted from draft accounts and comparison with previous yearʼs figures may not be wholly

appropriate as some further adjustments might have been made prior to them being finalised.

At the time of liquidation One Plus had eight directors. The Board comprised a mix of
individuals who were or had been service users and professionals who had a specific
or general interest in the activities of the charity. All of the Board had been involved with
the charity over a number of years and were enthusiastic about the work of the charity.

The Immediate Cause of the Liquidation in January 2007
The immediate cause of the directors placing the charity into liquidation was that the
charity had run out of liquid funds to pay its liabilities.

At the end of 2006 the charityʼs overdraft was £2m, having grown from £800,000 in
2002, and the charityʼs bankers confirmed that the charityʼs overdraft could not be
further extended.

In addition, due to a lack of positive cash flow the charityʼs debt to HM Revenue and
Customs (ʻHMRCʼ) for PAYE and National Insurance (ʻNIʼ) had grown from £900,000 in
March 2006 to £2.27m by the date of liquidation in January 2007.

While an inability to pay liabilities and salary commitments as they fell due was the
immediate cause of liquidation, there were a number of underlying causes that either
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led directly to the financial problems experienced by the charity or hampered remedial
action being taken before it was too late.

The Underlying Causes that Led to the Liquidation
OSCRʼs enquiry uncovered issues in the following two broad areas that resulted in or
contributed to the financial problems which led to the liquidation of One Plus:
• Governance of the charity
• The charityʼs response to the funding environment

The key lessons to be learned from the failure of One Plus are detailed at the end of
each of the following sections. While these lessons flow from the particular
circumstances of One Plus they are also applicable to larger charities within the
charitable sector as a whole.

Governance of the Charity
A number of issues regarding the governance of the charity became evident during
OSCRʼs enquiry, these being:
• The Board did not appear to contain adequate skills and independence of

thinking to reflect the needs of a multi-million-pound business
While all of the directors were enthusiastic about the charity and the services it
provided, they did not seem to pay sufficient attention to the business aspects and
support structures required to keep expanding services operating effectively.

Although some training on governance was provided to the directors, it appeared
that the Board did not take ownership of its own development. There appears to
have been no assessment of the range of skills needed in the Board and no process
to ensure that appointments to the Board matched the charityʼs requirements.
Irrespective of the skills and experience of individual board members, they all had
the same collective duty to govern the charity effectively.

In 2005 a finance committee was established which was supposed to meet between
quarterly board meetings. However, it seems that it was hard to get the full
committee together and it appears not to have met regularly. At the Board level, it
seems that financial matters were not considered effectively.
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There was a widespread consensus of opinion that the directors were heavily
dependent on the previous Chief Executive who had served from 1989 to July 2006
and, due to his length of service and reputation in the social economy sector, they
trusted him implicitly. The previous Chief Executive seemed to have full control of the
charityʼs strategic objectives as well as the day to day operations and the Board did
not seem capable and willing to hold the previous Chief Executive and Senior
Management Team (ʻSMTʼ) to account.

The Board did not appear to have appreciated the level of financial management
required by the funding environment in which the charity was operating.

• The lack of timely or full financial information being presented to the Board
It seems financial papers were regularly tabled at the directorsʼ meetings without
being supplied in advance and often contained out of date or insufficient information.
For example:

• the management accounts presented to the Board could be up to six months out
of date although the norm was two to three months. In December 2006 the
management accounts only included information up to June 2006. The issue of
out of date accounts was discussed by the directors with the Head of Corporate
Services, however it seems that this was not followed up nor properly
addressed by either party;

• the directors of the charity stated that although they knew the charity had cash
flow problems and was in arrears for PAYE and NI, they did not know by how
much and did not appreciate the precariousness of the situation.

• The scale, skills and leadership of the finance department seems not to have
been adequate for the size of charity
It appears there was no proper appreciation of the critical importance of the finance
function to an organisation operating in the financial environment faced by One Plus
in terms of skill set and capacity.

Serious problems within the finance team due to staff absence from early 2006 and
accounting systems breaking down, do not appear to have been addressed
effectively. This led to the loss of important financial information and records critical
to the delivery of the finance function and punctual claiming of external funding.
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The work of the finance team was described by staff as stressful due to a lack of
resources and was often described as ʻfire fightingʼ.

• The apparent lack of independent third party advice sought by the Board
The Board of One Plus seem to have relied exclusively on the previous Chief
Executive and Senior Management Team and appear not to have sought
independent professional advice, both to understand the challenges facing the
charity and to suggest solutions.

The charityʼs auditors had audited the accounts for most of the charityʼs existence.
Although the auditors knew the charity well, the relationship seems to have been
limited substantially to an end of year audit. The charity and the directors tended not
to seek advice nor engage with the external auditors between audits.There were no
internal auditors.

The auditors of a charity are appointed to carry out work that they consider
appropriate and necessary to allow them to sign a report to the directors/members of
the charity that in their opinion, the accounts provide a true and fair view of the
charity for the period under review and that there are no significant misstatements
within the accounts.

The auditors also identify to the charity, through management letters, issues arising
out of the audit including recommendations for improvements to internal control
systems. The finalised letters should also reflect managementʼs response to such
recommendations.

However, One Plus did not have an audit committee despite its size and no finalised
management letters appear to have been presented to the Board. A charity the size
of One Plus with an apparent lack of financial management skills in the governing
body could be expected to place considerable store in the objective opinion of the
independent auditors. Except for the auditors being in attendance at the Annual
General Meeting, there seems to be little evidence of any direct contact between the
Board and the auditors.

This lack of a direct relationship between the charity trustees and the auditors seems
to have led to the situation where, while the directors were aware of some problems,
i.e. cash-flow and arrears with HMRC, they did not access expert independent
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advice at an appropriate time on the potential impact of the finance function
breakdown and the knock on effect on cash flow management.

As well as using auditors, charities can seek external advice, both legal and
financial, from a wide range of professional firms. Following the appointment of the
new Chief Executive in October 2006 external financial advisors were appointed.
However, it was too late for remedial action and their work was hampered by the fact
that the charityʼs financial records were incomplete and out of date.

Around the time of liquidation a proactive dialogue took place with key funders and
advisors to arrange the re-provisioning of services to minimise disruption to
beneficiaries.

• Both the Board and the SMT appear not to have taken responsibility for
making decisions to resolve difficulties when they were identified
During the enquiry, both directors and senior members of staff commented that there
was no ownership of decisions. For example, although problems with cash flow and
operation of the finance team were discussed, both groups expected the other to
make decisions to address these problems. This meant that either no or inadequate
steps were taken to resolve many of the problems faced by the charity.
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Charity Trustee Lessons to be Learned
• Charity trustees must ensure they have, collectively, the right mix of skills and

experience for the type and scale of the charity for which they are ultimately
responsible

• Charity trustees must understand the operating environment faced by their charity
and the implications this will have for how the charity is managed

• Charity trustees must maintain overall direction and control of their charity. They
must be able to actively hold the Chief Executive and Senior Management Team to
account as well as providing strategic direction

• They need to be able to exercise independent judgment when weighing up and
considering any plans and proposals from the Chief Executive and Senior
Management Team, while at the same time not undermining management authority
or de-motivating staff

• The respective roles and responsibilities of the Board, Chairperson or Convenor of
the Board and Chief Executive must be explicitly and clearly defined including the
extent of delegated authority

• Charity trustees must take ownership of their own Board and should implement a
programme for board training, building and renewal that includes regular reviews of
performance and skills mix

• Charity trustees must make sure they receive full and up-to-date financial information
to allow them to fully understand the position of their charity and take informed
decisions

• Charity trustees must develop an appropriate risk management strategy that
identifies possible risks to the charity and must establish systems or procedures to
minimise these risks

• At a time of growth and development charity trustees must satisfy themselves that
the capacity of the charityʼs management and governance structures are appropriate
for the planned development

• Charity trustees and auditors must maintain a direct relationship to obtain an
objective and independent view of the charity and to gain assurance and advice on
control systems and governance matters

• Large or complex charities must consider establishing an audit committee to ensure
that processes and procedures are monitored and are appropriate for the size and
scale of the charity

• Charity trustees must ensure that the organisation seeks external independent
professional advice where it faces problems or does not have the required in-house
expertise in a particular area
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The Charityʼs Response to the Funding Environment
The funding environment faced by the charity appears to have been characterised by:
• A substantial proportion of contract or grant funding being paid in arrears
• The most significant item of expenditure (70% to 90%) being staff salaries
• The charity receiving little or no core funding

In response it seems that the Board accepted and allowed:
• Project funding below cost
• A high level of unpaid service user fees

Much of the charityʼs funding seems to have been paid in arrears. This presents a
charity such as One Plus with substantial cash flow challenges, as most of its costs are
for wages and salaries that are paid out at fixed intervals while delivering services, yet
payment for providing those services is received at a later date, sometimes months later.

The high proportion of funding in arrears meant the charity should have had systems in
place to ensure it could make timely grant claims and to ensure it received service user
fees on time, to avoid cash flow problems. The problems experienced by the finance
function and with record keeping meant that sufficiently robust systems were not in
place.

The enquiry found a consensus of opinion that the charity delivered services for less
than their full cost. The directors and SMT did consider the viability of individual
projects, yet it appeared that the charity continued to run loss making activities. It
seems the directors and SMT believed that it was not socially or politically acceptable
to withdraw services. This resulted in some projects being continued when funding
should have been renegotiated or the service withdrawn.

The fact that services were not fully funded meant that the fees charged to service
users were critical for the financial viability of services, yet the charity had a reputation
for not pursuing individuals for non-payment of fees. It is not clear that the financial
model was sustainable, given the difficult financial circumstances of many service
users. Unfortunately, poor collection of fees meant that insufficient funds were received
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to cover the costs of all projects. This exacerbated the cash flow problems. At 31 March
2005 unpaid fees amounted to £297,000. It is estimated that this rose to £600,000 at
one point in 2006. Some of these debts went back as far as five years. Due to
concerns over the recoverability of these aged debts they were only accounted for
once received.

An additional problem faced by the charity was the very high proportion of project
funding with little or no funding for core functions, especially the critically important
finance function. Yet it seems a great deal of staff time was taken up with preparing
information for the large number of external audits and reports required by funders.
Audits were carried out on individual projects and the paperwork required (and its
format) varied considerably.

The charity appears to have coped with the operating environment through three
mechanisms that were not sustainable in the long run:
• Extending its overdraft
• The late payment of debts, in effect using its suppliers and HMRC to make up

funding shortfalls
• Increasing income by expanding services rapidly. In effect ʻovertradingʼ or using

initial funding for new projects to fund existing services. Between 2001 and 2005 the
charityʼs turnover increased from £4.6m to £11m.

While grant funders required a large amount of information regarding the projects they
were funding, it seems that there was limited assessment of the charity as a whole, in
particular its financial sustainability or the strength of its governance arrangements.
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Lessons to be Learned: For Charity Trustees
• Charity trustees must have a clear and realistic strategy for how funding shortfalls

will be addressed if the services they deliver are not fully funded. This would include
taking difficult decisions regarding not starting or withdrawing a service

• When establishing or reviewing a reserves policy, charities with significant amounts
of funding paid in arrears need a clear, realistic and sustainable strategy to avoid
serious cash-flow difficulties that could jeopardise the charity

• Charity trustees must ensure that sufficient resources are devoted to core and critical
services, especially the finance function. Systems must be in place that can provide
charity trustees with accurate and up to date information

Lessons to be Learned: For Funders of Services Delivered by
Charities
• Organisations that fund services delivered by charities should fund an appropriate

proportion of the charityʼs core services, without which the projects they fund could
not be delivered or reported on

• Organisations that fund charities should ensure their evaluation and monitoring
systems allow them to assess the charity as a whole rather than focus only on the
project they fund

• Where projects are multiple funded the funding bodies involved should consider a
co-ordinated approach to monitoring and reporting to minimise burdens on both
funders and the charity

• In assessing the sustainability of public services delivered by charities that rely on a
contribution from service users, commissioning organisations should consider the
likely ability of service users to contribute the required level of fees
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OSCRʼs REGULATORY PERSPECTIVE
OSCR Monitoring Programme
OSCR rolled out its full monitoring programme for Scottish charities in April 2006 when
the 2005 Act came into force. The programme requires charities to complete an Annual
Return form which is to be submitted along with the annual statement of accounts
within nine months of the financial year end.

For charities which have an income of £25,000 or more, a Supplementary Monitoring
Return is also completed which draws out key information from the accounts. The
information detailed in the Supplementary Monitoring Return is tested against a series
of 41 exception triggers to highlight any potential issues with the accounts.

One Plus was due to submit its 2006 accounts to OSCR by 31 January 2007 under this
monitoring programme. Under previous accounting regulations the charity had ten
months to prepare their accounts. The 2006 accounts if finalised, would have been the
charityʼs first set of accounts to be lodged with OSCR and therefore OSCR had not yet
received a set of accounts for testing against the monitoring programme exception
system.

Following the liquidation, the 2005 audited accounts were obtained and tested against
the programmeʼs exception triggers with the following results:
• Total incoming resources are over £10m, which indicates that OSCR considers it a

large charity
• Debtors are more than 30% of total incoming resources. This indicates that there

may be poor liquidity or a threat to viability

Based on a review of the 2005 accounts the charity would have been contacted to seek
a more detailed analysis of the debtorsʼ figure of £3.7m and confirmation that it had all
been received post year end.

It was also noted in conducting the review that the accounting policy note in the 2005
accounts states that the accounts have been prepared in accordance with the
Statement of Recommended Practice – Accounting & Reporting by Charities (2000).
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This requires a statement by charity trustees confirming the major risks to which the
charity is exposed have been reviewed and systems or procedures have been
established to manage those risks.

The risk statement included in the One Plus 2005 Directorsʼ Annual Report indicated
that ʻthe directors are still in the process of examining the major strategic, business and
operational risks which the charity faces, with a view to confirming that systems will be
established to enable regular reports to be produced so that the necessary steps can
be taken to lessen these risksʼ. In view of the size and complexity of the organisation
OSCR would have expected a clearly developed and robust strategy to have been in
place by that time.

Whether any further action would have been taken by OSCR would have depended on
the response received from the charity.

OSCR Policy on Charities in Financial Difficulties
Charities are not immune to the risk of financial failure. Financial difficulties can
develop quickly where funding is suddenly withdrawn or may develop over a longer
period.

It appeared to be common knowledge within the sector and among stakeholders that
One Plus suffered from cash flow problems for some considerable time. The inability of
the directors and senior management team to address the underlying issues
highlighted in this report and the immediacy of the cash flow problems and breakdown
within the finance function during 2006 created a rapid downward spiral into insolvency
from which the charity could not recover.

The question of financial viability is essentially a matter for charity trustees and their
advisers. Charity trustees must fulfil their duties in accordance with the 2005 Act, acting
collectively and in the interests of the charity. Through good planning and risk
management trustees should be in a position to take preventative actions.

If an insolvent position is likely to develop OSCR would expect that the charity trustees:
• Take professional advice
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• Develop a clear action plan as to how the problem will be addressed which is
documented and monitored

• Ensure, when ceasing or winding up either a project or the charity, that this is done in
an orderly and proper fashion with particular care for the needs of any vulnerable
beneficiaries

• Ensure any remaining assets are properly applied for charitable purposes

OSCR Lessons to be Learned
• That early identification of issues is limited by an accounts filing deadline of 9 months

after a charityʼs financial year end
• To note when determining future OSCR monitoring policy that this charity only

triggered two exceptions of which only one was a negative indicator
• The need to promote to charity trustees the importance of risk management and the

development of appropriate risk management strategies

SOURCES OF SUPPORT
The following list of resources and organisations is provided to point charity trustees to
possible sources of advice and support.

Organisations
Institute of Chartered Accounts of Scotland (ICAS): www.icas.org.uk – For access to
accountancy firms with charity specialists and corporate recovery expertise, and advice
on the appointment and appraisal of auditors

Law Society of Scotland: www.lawscot.org.uk – For legal firms with charity specialists
and expertise
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Scottish Council for Voluntary Organisations (SCVO): www.scvo.org.uk/governance
– Good practice for the voluntary sector

National Council for Voluntary Organisations (England and Wales):
www.askncvo.org.uk – NCVO governance fact sheets and other publications and
resources

Councils for Voluntary Service: www.scvo.org.uk/cvsnetwork – locally available
advice and support for smaller charities

Management Development Network: www.mdn.org.uk – Network of independent
specialists in management in voluntary organisations

Resources
Directory of Social Change: www.dsc.org.uk – Publications and training

Governance Hub: www.governancehub.org.uk – Publications, training, governance
resources and toolkits

Guidance for Charity Trustees ʻacting with care and diligenceʼ. Available from the
OSCR website at: www.oscr.org.uk

Good Governance A Code for the Voluntary and Community Sector. Available from the
Association of Chief Executive Officers of Voluntary Organisations (ACEVO) at:
www.acevo.org.uk
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