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Welcome to the 23rd issue of the newsletter for CIPFA members and others working in or 

with the charity and social enterprise sectors. This newsletter is brought to you by the 

CIPFA Charities & Social Enterprises Panel. 
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Transparency, reporting and new charity accounting requirements 

Nigel Davies, Deputy Head of Accountancy Policy at the Charity Commission, reviews the 

latest regulatory action taken on late-filing charities, the importance of transparency and 

the new draft SORP 

CIPFA members acting as trustees undertake a very valuable role. Trustees have many 

duties but arguably one that is fundamental is the duty to be accountable to the public 

about the way in which the charity you manage spends its income. Part of fulfilling this duty 

involves ensuring your charity is meeting the reporting requirements – which for charities 

with incomes of over £25,000, means filing your charity’s report and accounts with the 

Commission within 10 months of your charity’s financial year end. 

People do use this information and it matters. Last year, our charities details on the online 

register – including charity accounts – were viewed over 6 million times. Independent 
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research conducted by IPSOS-MORI in 2012 found that the overwhelming majority of 

people believe charities should provide the public with information on how they spend their 

money (96%) and on how they benefit the public (94%). The main reason people trust 

some charities less than others is ‘not knowing how they spend their money’.  

In our view most charities get the basics right; 85% of charities filed their accounts within 

the deadline last year. Good charities relish the opportunity to tell donors and the public 

about the good they have done. To help safeguard public confidence we are getting tougher 

on the trustees that fail to meet their filing obligations. We have opened a class inquiry to 

investigate charities that are 2 or more years behind in their filing requirements. Starting by 

investigating those with incomes over £500,000, the inquiry will be expanded to include 

smaller charities in time.  

The first step in the inquiry was to issue a formal legal direction to trustees, ordering them 

to meet their reporting requirements within a set period of time. We have put the trustees 

on notice that, should they fail to comply, we will make a referral to the police for criminal 

prosecution unless it is evident that the relevant trustees took all reasonable steps for 

securing compliance. We have also told trustees that we may use our legal powers to 

appoint an Interim Manager to secure compliance, and may seek to recover the cost of that 

from the trustees personally. 

We are not doing this only to name and shame the charities involved. Evidence from our 

inquiry work in general shows that late or non-filing is often an indicator of underlying poor 

governance or serious mismanagement of charity funds. Our advice to charities is to keep 

on top of their reporting requirements and never to default on their filing obligations.  

All charities established as companies and non-company charities with an income of more 

than £250,000 must prepare their accounts in accordance with the charities Statement of 

Recommended Practice: Accounting and Reporting by Charities (also known as the SORP). A 

new draft SORP has been published and was open for comment until 4 November and those 

responses are now on the SORP micro-site. Charities will have a choice of accounting 

standards and the applicable SORP to be followed with the new framework taking effect for 

financial years beginning 1 January 2015. It is important that your treasurer, independent 

examiner or auditor and any charity staff involved in preparing accounts keep in touch with 

developments. The draft SORP will be subject to some changes but it is still available, 

together with supporting documentation and help-sheets via the SORP micro-site: 

www.charitysorp.org   

SORP 2005 is in effect for financial years prior to 1 January 2015 and we produce an 

accounts pack (CC17) and model examples which comply with the existing SORP which can 

be viewed via our website ‘money and accounts’ page: www.charitycommission.gov.uk   

Alternatively, smaller non-company charities can opt to produce simpler receipts and 

payments accounts and we produce an accounts pack (CC16) to help those preparing their 

charity’s report and accounts on this basis. 

http://www.charitysorp.org/
http://www.charitycommission.gov.uk/
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Modernisation of mutual societies legislation  

The Co-operative and Community Benefit Societies Bill had its third reading and is now 

waiting for Royal Assent. This is a Bill to consolidate legislation relating to co-operative and 

community benefit societies as well as other societies registered under the Industrial & 

Provident Societies Act 1965. The hope is that this will simplify the language, update 

requirements and reduce legal complexity for new and existing societies. 

In addition to the consolidation Bill, the government is also aiming to commence various 

sections of the existing Co-operative and Community Benefit Societies and Credit Unions 

Act 2010 as well as introducing a package of measures in support of societies through 

secondary legislation. These are due to come into force later in 2014 and include: increasing 

the cap on the amount of withdrawable share capital that an individual can put into a 

society, from £20,000 to £100,000; allowing for societies to enter insolvency rescue 

proceedings where appropriate; giving the FCA (the regulator for mutual societies) 

additional powers to investigate societies; and simplifying electronic submission of 

registration documents. 

There are more than 7,000 mutual societies in the UK and a number of public service 

mutuals including many leisure trusts are registered under this legislation. A substantial 

number of community benefit societies also have charitable status. 

For more information on the consolidation Bill see: http://services.parliament.uk/bills/2013-

14/cooperativeandcommunitybenefitsocieties.html   

 

 

First authoritative study into international financial reporting 

standards for not-for-profit organisations 

CCAB has published the first comprehensive international study into financial reporting for 

not-for-profit organisations (NPOs). The study assessed the need and demand for stronger 

financial standards for NPOs internationally, and included a survey which collected over 600 

responses from 179 countries. The survey findings point to support for an international 

financial reporting standard with 72% of respondents agreeing that it would be useful. 

Responding to the findings, Ian Carruthers, Chair of the research steering group and 

CIPFA’s Policy & Technical Director said: 

“This report clearly demonstrates that there is desire for some kind of international 

standard for the not-for-profit sector, though further work is needed on what form this 

might take.” 

“Strengthening transparency and accountability, while potentially reducing costs through 

http://services.parliament.uk/bills/2013-14/cooperativeandcommunitybenefitsocieties.html
http://services.parliament.uk/bills/2013-14/cooperativeandcommunitybenefitsocieties.html
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consistency in reporting requirements would go a long way in supporting NPOs, donors and 

those they serve around the world.” 

The report includes a great deal of quantitative and qualitative data including a variety of 

quotes from respondents, which help illuminate the discourse on the topic.  

Visit the CIPFA Charities & Social Enterprises Panel website for a link to the report: 

http://www.cipfa.org/policy-and-guidance/technical-panels-and-boards/charities-and-social-

enterprises-panel 

 

 

Tax changes point to government support for employee ownership 

models 

As announced in the Autumn Statement, the Government has increased the maximum 

value of shares that employees can acquire under all-employee Share Incentive Plans (SIP) 

from 6 April 2014. The individual limits have been increased to £3,600 on the ‘free’ shares 

companies can award to employees and, £1,800 on the ‘partnership’ shares employees can 

purchase. The Bill also allows for further adjustments of SIP limits to be made in the future 

by Treasury Order rather than via a Finance Bill. 

In addition to this from October 2014, bonus payments made to employees of companies in 

which an employee ownership Trust has a controlling interest, will be exempt from income 

tax up to a cap of £3,600 per employee per annum. 

For more information on the Finance Bill see: http://services.parliament.uk/bills/2013-

14/financeno2.html  

 

 

 

CIPFA Certificate in Charity Finance and Accountancy 

The Certificate in Charity Finance and Accountancy has been designed by The Chartered 

Institute of Public Finance and Accountancy and London South Bank University (LSBU) to 

enhance professional development within the charity finance sector. It is the first joint 

professional and academic qualification for individuals working in charity finance who do not 

yet hold a recognised finance qualification specific to their vocation. Find out more at: 

http://www.cipfa.org/training-and-qualifications/qualifications/certificate-in-charity-finance-

and-accountancy   

 

 

http://www.cipfa.org/policy-and-guidance/technical-panels-and-boards/charities-and-social-enterprises-panel
http://www.cipfa.org/policy-and-guidance/technical-panels-and-boards/charities-and-social-enterprises-panel
http://services.parliament.uk/bills/2013-14/financeno2.html
http://services.parliament.uk/bills/2013-14/financeno2.html
http://www.cipfa.org/training-and-qualifications/qualifications/certificate-in-charity-finance-and-accountancy
http://www.cipfa.org/training-and-qualifications/qualifications/certificate-in-charity-finance-and-accountancy
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Business planning – start with the essentials 

There are many different approaches to compiling a business plan. The view taken in the 

CIPFA publication ‘Social enterprise business planning & assessment’ is that you should start 

with information compiled for the initial business case or feasibility study. 

The business case or feasibility study is one step before launching in to producing a more 

comprehensive business plan. It is an important first step as it tests whether it is worth 

producing the more detailed business plan and can save time where the basics simply don’t 

stack up. If the business case does stack up then this initial work is not wasted as it 

provides useful information for inclusion in a bigger business plan. 

Areas covered in a business case or feasibility study generally include: 

 The service/product users and purchasers (market demand) 

o Assessment of the potential service/product users/purchasers including size 

of relevant market, pricing and trends (keep in mind that in public service 

delivery the user and the purchaser is not always one and the same) 

o Assessment of the wider relevant market as a whole 

 Competitors 

o Capabilities and capacities of competitors 

o Distinguishing features of the proposed social enterprise model 

 The sector 

o Trends in the sector as a whole and likely changes 

o The challenges and opportunities evident in the sector   

 Financial viability of the proposed enterprise 

o Analysis of potential income and costs 

o Activity based costing 

o Breakeven analysis (where applicable) 

o Cash flow characteristics 

o Likely capital requirements 

 People and management 
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o Existing key board, management and staff skills and capacities 

The starting point should be an analysis of the potential service users/purchasers and how 

the social enterprise addresses their needs and delivers value to them. Keep in mind that 

the user and the purchaser are not always the same stakeholder. 

Linked to an understanding of users and purchasers is an analysis of competitors and where 

the social enterprise fits in terms of offering a good service, as well as broader trends within 

the particular market and in the wider sector. The financial information is, of course, also 

central to the business case while the staff team will play a critical role in shaping services 

and ensuring value for money is delivered. 

For more information on the CIPFA publication Social enterprise business planning & 

assessment see: www.cipfa.org/policy-and-guidance/publications/s/social-enterprise-

business-planning-and-assessment-book  

 

 

CIPFA TISonline: Charities & social enterprise information stream 

The latest addition to TISonline is the Charities and Social Enterprises information stream 

with more than thirty sections covering sector specific topics ranging from legal structures 

to tax and finance issues. The information stream is regularly updated and new sections are 

added throughout the year. 

Visit the TISonline website www.tisonline.net to find out more. You’ll be able to see the 

information stream headings and sub headings although you would need to register for the 

service in order to access the information included in the sections. If you would like to know 

more or have any questions contact paul.cuddeford@cipfa.org  

 

 

 

Two Charities SORPs 

The Charity Commission and OSCR have announced that there will be two SORPs: one 

based on the new FRS102 and the other on the FRSSE (Financial Reporting Standard for 

Smaller Entities). Charities that fall within the criteria for using the FRSSE will be able to 

choose which SORP to follow. This is intended to ensure that imminent changes to the 

FRSSE framework can be handled more easily within a separate SORP and also to allow 

those charities that follow the FRSSE framework to focus more clearly on requirements that 

apply specifically to them. 

 

The responses to the SORP consultation have already been published. In the analysis 

published at the beginning of April, the regulators detail a number of the decisions that 

http://www.cipfa.org/policy-and-guidance/publications/s/social-enterprise-business-planning-and-assessment-book
http://www.cipfa.org/policy-and-guidance/publications/s/social-enterprise-business-planning-and-assessment-book
http://www.tisonline.net/
mailto:paul.cuddeford@cipfa.org
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have been made. These include: 

 Requiring all charities (not just the largest) that submit accruals accounts under the 

SORP to disclose senior staff pay in bands over £60,000 with larger charities to 

disclose their pay and remuneration policy for senior staff in their report.  

 No to a minority view requesting a new requirement for the separate disclosure of 

income from government sources.  

 Clear signposting where the requirements of the SORP exceed the accounting 

standards to meet charity law and the public interest. 

 New guidance on the treatment of legacy income, the UK retail Gift Aid scheme and 

on how to combine the Strategic Report (if a medium or large charitable company) 

with the trustees’ annual report. 

For more information visit: www.thecharitysorp.org  

 

 

Support for co-operative schools 

Over the last ten years a new type of school ethos based upon co-operation and related 

values and principles has developed. Schools adopting a co-operative approach have grown 

in number, from just ten some ten years ago to approximately two hundred now and with 

others in process of joining. 

While some schools are happy to focus on applying co-operative values and principles to 

their activities, many are also looking at options regarding legal structure and the potential 

to adopt a co-operative ownership model. 

The Schools Co-operative Society supports these intiatives and works with Co-operative 

Trusts, Academies and other types of co-operative schools. It is owned by its member 

schools and provides a network and offers a range of support services. 

To find out more about co-operative schools and the Schools Co-operative Society visit their 

website: http://www.co-operativeschools.coop   

Accounting for academies 

In response to the rapid growth in school academies and the demand for accounting 

guidance, CIPFA has produced an electronic publication which provides detailed and 

practical support on academies accounting and reporting. 

To find out more see: 

www.cipfa.org/policy-and-guidance/publications/a/accounting-for-academies-business-

solutions-for-financial-reporting-2013-edition     

 

http://www.thecharitysorp.org/
http://www.co-operativeschools.coop/
http://www.cipfa.org/policy-and-guidance/publications/a/accounting-for-academies-business-solutions-for-financial-reporting-2013-edition
http://www.cipfa.org/policy-and-guidance/publications/a/accounting-for-academies-business-solutions-for-financial-reporting-2013-edition
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Contributions, Subscribing, Contacts 

If you wish to subscribe or unsubscribe to this newsletter or notify us of a changed e-mail 

address please contact: julian.smith@cipfa.org   

Further information about the panel is available at the panel website: www.cipfa.org/policy-

and-guidance/technical-panels-and-boards/charities-and-social-enterprises-panel or from 

the Panel Secretary, Julian Smith, email: julian.smith@cipfa.org 

The Panel is keen to receive feedback including suggestions of topics that finance colleagues 

working in or with the charity sector would like to know more about. Also, if you have an 

article you would like us to consider for inclusion in the newsletter please send an e-mail 

with copy attached to John Maddocks: john.maddocks@cipfa.org 

John Maddocks is Policy & Technical Manager: Third Sector john.maddocks@cipfa.org  

Julian Smith is Policy Support Officer: julian.smith@cipfa.org  

 

 

mailto:julian.smith@cipfa.org
http://www.cipfa.org/policy-and-guidance/technical-panels-and-boards/charities-and-social-enterprises-panel
http://www.cipfa.org/policy-and-guidance/technical-panels-and-boards/charities-and-social-enterprises-panel
mailto:julian.smith@cipfa.org
mailto:john.maddocks@cipfa.org
mailto:john.maddocks@cipfa.org
mailto:julian.smith@cipfa.org

