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THE MYALGIC ENCEPHALOPATHY ASSOCIATION LIMITED

DIRECTORS REPORT (continued)

The directors present their annual report and financial statements for the year ended 31 December 2003.

This report also represents the trustees’ report which is required to be prepared by part VI of the Charities Act 1993.

PRINCIPAL ACTIVITIES

The exclusively charitable objects for which the company is established 

are ‘to offer relief to persons of all ages with Myalgic Encephalopathy 

(ME) / Chronic Fatigue Syndrome (CFS)’ through

. The provision of information and support

. The provision of education & training

. Supporting research and publishing the results

DIRECTORS

The directors are appointed by the company in general meeting, or, between general meetings, on co option by the other directors in a board meeting. At each AGM one third of the serving elected directors are required to retire by rotation, but may seek re-election. Anyone volunteering to become a director, or any directors co-opted during the preceding period or year, are required to put themselves forward as candidates for election at the general meeting.

The directors of the Charitable Company are its trustees for the purpose of charity law.

FINANCES

The consolidated statement of financial activities for the year, shows that the charity made a surplus for the year of £48,409 in the ratio of 93% unrestricted funds to 7% restricted funds: (2002: deficit £ 113,749).  This healthier year end position was due to an unusual level of legacy income arriving at the end of the year. Without such funds, the unrestricted funds would have been in deficit by over: 13 thousand. Running costs and liabilities at the start of 2003 were partly reduced from those in 2002, but were reduced during the year to a level for 2004 of under 50%. Total expenditure for 2003 was still high at £333,404: (2002: £438,704).  Unrestricted reserves increased by 195% and restricted reserves by 7% over the year.
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DIRECTORS’ REPORT (continued)

RISK MANAGEMENT POLICY

The ME Association began 2003 with its forecast viability reduced to 6 months due to a continued trading deficit plus reduced unrestricted reserve funds. It continued to develop and adapt the existing policy for increasing income to offset the known risk. An appeal, for further financial support from members to meet the deficit, was followed by accelerated reduction in operating costs, to meet the limits advised by insolvency consultants.  By the year end, the trading deficit was resolved, but the forecast viability had fallen well below the stipulated 6 months, before unexpected income substantially reduced the risk going into 2004. The Directors have reviewed the major risks to which the charity is exposed and systems have been established to mitigate those risks.

RESERVES POLICY

Although the ME Association recognised its responsibility to its subscribers to aim at maintaining unrestricted reserve funds which allowed a forecast viability of 12 months, in 2002 it had been felt that the value of investment in the management structure of the MEA allowed for a temporary increase of risk to the subscribers by reducing the period of forecast viability to a minimum of 6 months plus liabilities. This aim remained as policy during 2003, but the poor performance in fundraising meant that it was not met in the latter part of the year.

Unexpected incomes at the end of 2003 continued into 2004, and the board’s strategy has been based on the growth of reserves to ensure the reinstatement and maintenance of the minimum 6 months plus liabilities based forecast of viability, and subsequently to increase that viability forecast period towards 12 months.

As stability returns to the financial basis for the MEA’s regular activities, so the policy for restricted funds is to resume the funding of research activities at a level to match the rate of income to these funds.

TRADING

Through its subsidiary, ME & You Ltd, The ME Association continues to trade with its members and others. All profits from the trading operation devolve to the charity.

AUDITORS

Unica Limited were appointed as auditors during the year. A resolution to re-appoint Unica Limited will be proposed at the Annual General Meeting.
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DIRECTORS’ REPORT (continued)

SUMMARY OF 2003

2003 was a volatile year for The ME Association, but not the first such in its history. At the beginning of 2003, the Board of Trustees and the Chief Executive were generally pleased with the progress of their ongoing plan to upgrade and professionalise the management structure of the MEA. They recognised that the investment of funding reserves into the costs of their strategy, and the poor performance on increasing income, had left them with inadequate remaining reserves to guarantee continued activities throughout the coming year, and that, consequently, they required to greatly increase levels of income and to make further adjustments in costs during the year.

The Chief Executive and the majority of the board remained optimistic about their ability to generate funding to meet the costs of current and projected activities. However, some trustees had reservations about the feasibility of such financial forecasting, and other management policies.

During the first quarter of the year, the board reviewed the options available for generating income and reducing costs. They developed a draft recovery budget after consulting with the Charity Commission and Companies House, and the auditors. This budget was reviewed in March with an insolvency specialist, who suggested that, along with other measures, the MEA should try to raise £ 150 thousand via an exceptional levy (or appeal).

With the period for raising the money set at 60 days, the appeal was launched on April 26. Donations were to be held in trust so that they could be returned if the appeal was unsuccessful. The appeal announcement included a statement limiting the viability forecast for the MEA to 6 months.

During March, there were changes to the board with 3 trustees resigning - they being replaced by 3 co opted trustees during April. Subsequently, the reasons for the resignations were the basis for public questioning of the management policies, and an attempt to call an Extraordinary Board meeting. There were consequently resignations from between 10 and 15 % of the members, but membership increased again during the latter part of the year.

At the end of the 60-day period, the appeal had raised £41 thousand so that the board were faced with making large savings in running costs, as well as pursuing other avenues for increasing income. In July, the monthly deficit was still £4 thousand, and decisions were made on staff redundancies and the closure of the MEA’s office in Scotland. Other savings included reductions in magazine costs, and in costs of financial advice.

In the spring issue of the MEA magazine, Research and Scientific Bulletin, the results of a survey of members’ opinions about research were published. The new MEA research initiative was also announced, based on 10 principles and structured to have a wide input at various levels from professional advisers and members. Members were invited to apply to be lay participants in this new research strategy.
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DIRECTORS’ REPORT (continued)

SUMMARY OF 2003 continued

In the August edition of the MEA magazine, ME Essential, a new medical

advisory panel was proposed. Also, the new medical handbook, 

“CFS/ME/PVFS” by Dr Dan Rutherford, was announced. The transformation of the previous

‘Listening Ear’ telephone information service into ME Connect - an expanded and fully organised service providing information and support to both members and non- members - was successfully completed in January. An internet message board, MEssage-UK had been set up in conjunction with 2 other charities in June 2002, but these partners withdrew. Then, despite its success, the service became a casualty of the reduction in activities and closed in November 2003.

By October, with increased fundraising activities having raised only part of the required income, and the level of unrestricted funds being closer to the limits requiring winding-up of the company, further redundancies were agreed. By the end of the month, confirmations had been received by many appeal donors that, despite the failure of the appeal to reach its target, their donations could be retained for general use. As part of the further cost-cutting, it was decided to make the post of Chief Executive redundant.

At the Annual General Meeting on December 6th, the 3 trustees co-opted during the year were not standing for election, but the former medical adviser and 3 other candidates, stood for election, with 1 trustee standing for re-election. All 5 candidates were elected. Subsequently, the chair and the re elected trustee resigned.

With a mainly new Board and running costs reduced below 50%, the financial assessment following the AGM was that funds allowed the MEA to continue operating on a short-term basis. Substantial income from unexpected sources at the year-end increased funds, giving the Association a financial base from which to rebuild, (though it was not yet able to meet the stated 6-month reserves policy).

NOTES ON PROCEEDINGS DURING 2004 TO DATE

With no Chief Executive, the new Board of Trustees took over much of the regular management of The ME Association’s activities. They began the year on a steep learning curve, facing the continuing problem of requiring to increase provision of services to members. While resignations from the new Board early in the year kept some volatility in the short-term situation, the co-option of Trustees in March and May brought stability. 

Priorities for the year were establishing and increasing stability in financial 

management, and maintaining and building on continuing services to members, based 

on a clear message in keeping with the history of the MEA.
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NOTES ON PROCEEDINGS DURING 2004 TO DATE continued

Advice from the auditor on the recording of financial information led the Board to employ a part-time accountancy supervisor to oversee the coordinated control of money movement in line with the requirements of both interim accounting and auditing procedures. Though income from legacies has improved finances, lack of growth in regular income remains a problem, so management has to remain cautious, and development of further services is largely dependent on identifying sustainable funding sources. Donations for research funding have remained comparatively stable, and the MEA is resuming funding of research projects.

A clear campaign calling for funding of research into the physiological processes of ME, and arguing against the allocation of large amounts of government research funding to treatment trials which will effectively repeat the accumulated results of much published research, has provided the MEA with a clear platform from which to represent members’ interests in other health service initiatives for developing and providing services and professional guidance.

ADMINISTRATIVE INFORMATION

The full name of the charity is The Myalgic Encephalopathy Association.  The charity is governed by its Articles and Memorandum of Association. The MEA is a company limited by guarantee. The liability of members is limited to £1.

The charity forms and uses sub-committees, panels and working groups as required to pursue its aims and responsibilities, ensuring continuity of personnel.

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

Charity law and company law require the directors to prepare financial statements for each financial year which give a true and fair view of the state of affairs of the company and of the group and of the income and expenditure of the company and group for that period. In preparing those financial statements the directors are required to:

•
Select suitable accounting policies and then apply them consistently;

•
Make judgements and estimates that are reasonable and prudent;

•
State whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the financial statements;

•
Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will continue in business;

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of the company and of the group and enable them to ensure that the financial statements comply with the Companies Act 1985 and the Statement Of Recommended Practice - Accounting by Charities. They are also responsible for safeguarding the assets of the group and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Signed on behalf of the board

Mr E Dale

Director

7 October 2004

