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Welcome to the 21st 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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Exposure Draft SORP – Its content and how to comment 

In the first of two articles, Nigel Davies and Ray Jones, charities SORP Secretariat, write 

about the consultation on the Exposure Draft SORP and how you can have your say. 

The SORP (Statement of Recommended Practice) provides a comprehensive framework for 

charity accounts prepared on an accruals basis and for charity reporting. It enables charities 

to adopt a consistent interpretation of financial reporting standards and to account for those 

transactions that arise when undertaking charitable activities. The new SORP will also be of 

interest to those bodies acting as corporate trustees for charities, including local authorities 

and NHS Foundation Trusts. 

Changes in UK Generally Accepted Accounting Practice prompted a review of the SORP. A 

new Exposure Draft SORP has been issued by the Charity Commission and the Office of the 
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Scottish Charity Regulator for comment. 

This article sets out: 

 how you can access the SORP consultation; 

 the new format for the SORP; 

 areas where your views are sought (set out in the Invitation to Comment 

document); and 

 how you can get involved and comment. 

How to access the SORP consultation 

The consultation runs for four months from Monday 8 July to Monday 4 November  and the 

draft SORP is accessed from the micro site www.charitysorp.org  and the micro site is 

being developed to support a number of features: 

 a PDF copy of the SORP; 

 the Invitation to Comment (which includes the consultation questions); 

 an interactive SORP; 

 the option to select individual modules of the SORP; and 

 two help-sheets comparing SORP 2005 with the Exposure Draft SORP. 

A new structure for the SORP 

The SORP sets out the form and content of the trustees’ annual report and the three 

primary accounting statements: 

 a balance sheet modelled on company reporting;  

 a Statement of Financial Activities; and 

 a statement of cash flows. 

We have taken a ‘think small first approach’ in drafting the new SORP.   It is in a modular 

format with the scope and application section followed by 14 core modules that are 

intended to be read by all charities preparing their accounts on an accruals basis. There are 

a further 15 modules dealing with particular transactions and structures, for example grant 

making, group accounts and mergers, that only apply to some.  It is hoped that this 

structure will help charities navigate the document and understand which parts apply to 

them. It is important to hear from practitioners and charities about how they find this 

structure and whether they think it can be improved.  

A particular feature of the new standard Financial Reporting Standard applicable in the UK 

http://www.charitysorp.org/
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and Republic of Ireland (FRS 102) is its detailed requirements for disclosures in notes to the 

accounts. There is an obvious tension between producing a SORP that is comprehensive and 

lists all note disclosure requirements and the risk of simply repeating lists that are available 

in the accounting standards.   

Areas of debate covered by the Invitation to Comment 

Your views are sought on 25 questions covering: the SORP’s structure, format and 

accessibility, the trustees’ annual report, the Statement of Financial Activities, and charity 

specific accounting and reporting issues, accounting methods and principles, the removal of 

unnecessary requirements and example accounts and reports.  

How you can get involved and comment  

The Exposure Draft SORP and Invitation to Comment is downloadable from the SORP micro-

site: www.charity-sorp.org and the option to respond is by web form, e-mail or letter. 

Developments to the SORP micro-site post launch will be posted via the twitter handle 

@chtycommission. 

The objective is to have a SORP that works for the sector and getting your views is perhaps 

the most important step in making sure that happens.    

 

 

Exposure draft SORP – What’s changed from SORP 2005?  

In the second of two articles, Nigel Davies and Ray Jones, charities SORP Secretariat, write 

about how the Exposure Draft SORP has changed from SORP 2005 

This article considers the main changes from SORP 2005 regarding the trustees’ annual 

report, accounting statements, and accounting policies. 

1) Trustees’ annual report: 

 charities that have no reserves policy must disclose this fact; 

 larger charities must explain their approach to risk management; 

 charities where there is doubt as to their being a going concern must explain these 

uncertainties; and 

 the names of all trustees must be disclosed. 

2) Statement of Financial Activities 

The income and expenditure headings in the Statement of Financial Activities (SoFA) have 

been changed. A number of expenditure headings are now combined in a new heading ‘cost 

http://www.charity-sorp.org/
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of raising funds’ and governance costs are not shown separately on the face of the SoFA but 

are treated as a component of support costs. Investment gains and losses now count as a 

component of net incoming resources/ resources expended.  However the form and content 

of the balance sheet is unchanged. 

3) The statement of cash flows must be provided any charity preparing its accounts 

under FRS 102 and is in a new format. 

4) Changes to definitions and accounting policies. 

These are more fully explained in two helpsheets available via the micro site 

www.charitysorp.org  and the policies affected are: 

 single sided transfers are not permitted in the SoFA; 

 the basis of going concern must be considered; 

 clarification that income is first recognised when its receipt is ‘probable’; 

 the more extensive requirement for discounting for the time value of money with 

respect to both income and expenditure where settlement is delayed by more than 

12 months and the effect is material; 

 where practicable, donated goods for sale are measured at fair value on receipt; 

 where practicable, donated goods for distribution are recognised at the time of 

receipt at fair value; 

 properties with a  mix of investment and functional use are normally apportioned 

between tangible fixed assets and investment properties on the balance sheet; 

 internally generated databases cannot normally be capitalised; 

 a provision must be recognised for those defined benefit pension schemes accounted 

for as a defined contribution scheme where there is an agreement in place to make 

additional contributions to reduce a  fund deficit; 

 a new category of ‘mixed motive’ investments is introduced; 

 charities independently governed by a separate body of trustees cannot be treated 

as branches; 

 the use of merger accounting for charity mergers and reconstructions is explained; 

 joint venture entities are normally accounted for on an equity rather than gross 

equity basis; and 

 the alignment of the definition of related parties with the definition set out in FRS 

102 and section 118 of the Charities Act 2011. 

http://www.charitysorp.org/
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5) Disclosures in the notes to the accounts 

The disclosures required now differ based on the size of charity and whether the accounts 

are prepared in accordance with the FRSSE or with FRS 102. 

 

 

Gift Aid goes on line 

HM Revenue and Customs is moving to an on-line system for Gift Aid claims. It’s called 

‘Charities Online’ and charities will be encouraged to submit claims online although the 

option to submit a paper form will continue. Online arrangements became available in April 

although HMRC are still accepting the R68(i) printed forms until the end of September. 

The old arrangement of downloading the R68(i) form, signing and posting it to HMRC, is 

replaced with three options:  

 Option 1 - Claim using an on-line form which is completed and submitted online via 

the ‘Charities Online’ gateway. Up to 1,000 Gift aid donations can be submitted per 

claim. The claims are included on a spreadsheet which can be downloaded from the 

HMRC website. 

 Option 2 - Claim through a separate database using specialist software. Some 

charities have dedicated software designed to manage and collect data on donations 

and some of these will include features enabling online Gift Aid claims.  

 Option 3 - Claim using a new paper form (ChR1CS). ChR1 replaces the old R68 

forms. The ChR1 form must be ordered from HMRC. Continuation sheets can also be 

ordered (ChR1CS). The form is submitted to HMRC by post.   

Note that the old R68 forms will not be accepted after September and that photocopies of 

the ChR1 will also not be accepted. 

For more information visit the HMRC website: 

http://www.hmrc.gov.uk/charities/gift_aid/index.htm  

 

 

Gift Aid Small Donations Scheme (GASDS) 

The first thing to understand about the Gift Aid Small Donations Scheme (GASDS) is that it 

is not the same as the Gift Aid scheme, despite its similar sounding name. Because 

information on donors and their taxpaying status is not collected, it means that payments 

made under the GASDS are not repayments of tax. Therefore GASDS, unlike Gift Aid, is not 

http://www.hmrc.gov.uk/charities/gift_aid/index.htm
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a tax relief and is instead funded through public expenditure. 

GASDS allows eligible charities to claim top-up payments from HMRC on small cash 

donations they receive. The scheme applies to cash donations of £20 or less, received after 

6 April 2013. Charities need to meet certain conditions to qualify for the scheme. If they 

qualify they can claim a top-up payment on up to £5,000 of small cash donations in a tax 

year. Note that the claim limit of £5,000 does depend on certain circumstances.  

Although GASDS is not the same as gift aid, charities make claims under the GASDS in a 

similar way as for gift aid, using the Charities Online service or the ChR1 paper form. 

Eligibility requirements include: 

 The charity must have existed for at least two complete tax years before the 

relevant tax year for the claim 

 The charity must have made a successful Gift Aid claim in at least two of the 

previous four tax years (with no gap between claims of two or more years)  

 The charity must not have incurred a penalty relating to Gift Aid or GASDS claims in 

the current or previous tax year. 

For more information visit the HMRC website: www.hmrc.gov.uk/charities/gasds/index.htm  

 

 

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   

 

 

 

New CIPFA online resource for charities and social enterprises 

The TISonline service provided by CIPFA includes a wide range of information streams 

providing technical information and covering the financial, legislative, administrative and 

strategic aspects of managing public benefit organisations. The resource is accessed online 

and includes more than thirty information streams and a number of discussion forums. 

http://www.hmrc.gov.uk/charities/gasds/index.htm
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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The latest addition to TISonline is a 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 http://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 john.maddocks@cipfa.org  

 

 

CIPFA Charity Accounting Toolkit 

The toolkit is an online course designed for smaller charities and provides an introduction to 

charity bookkeeping, accounting and reporting. To find out more, see: 

www.cipfa.org/policy-and-guidance/publications/c/cipfa-charity-accounting-toolkit  

 

 

 

Credit Union interest rate cap change will improve prospects for 

growth 

New legislation is to be introduced in the autumn which will allow credit unions to increase 

the maximum interest rate they can charge from 2% to 3% per calendar month. The 

increase will not be compulsory and individual credit unions will be able to choose whether 

or not it would be appropriate for them to increase their rates. The new, higher cap will 

come into effect on 1 April 2014.  

The increase to 3% is still well below rates charged by other organisations for comparable 

loans. Home credit lenders, for example, can and do charge up to four times as much as 

this. 

In addition to the new 3% interest rate the Department for Work and Pensions (DWP) is 

running a Credit Union Expansion Project, designed to enable credit unions to reduce their 

running costs and be financially sustainable. The goal is for the sector to serve 1 million 

more people by 2019. Currently, approximately 1 million people use credit unions, with 

£957m on loan to members in 2012 (Bank of England, Introduction to Credit Union 

Statistics, July 2013). 

Under the current 2% cap credit unions can make a loss on small, short term loans. The cap 

change and resulting extra income should mitigate these losses, making the sector more 

sustainable in the long term.  

http://www.tisonline.net/
mailto:john.maddocks@cipfa.org
http://www.cipfa.org/policy-and-guidance/publications/c/cipfa-charity-accounting-toolkit
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For more information on credit unions visit: www.abcul.org/home  

For more information on the 3% cap proposal see: 

www.gov.uk/government/consultations/credit-union-maximum-interest-rate-cap  

 

 

Lincolnshire Co-operative offers to manage local libraries 

Lincolnshire Co-operative Society has offered to move five libraries into its local food and 

pharmacy branches to help sustain services. Last November, the co-operative began a pilot 

project where the Waddington Library moved to a nearby pharmacy branch. 

The Waddington Pharmacy’s library recorded a 13 per cent increase in the number of active 

users in the first six months of 2013 compared to the same period the previous year, and 

almost double the number of new members joined. The co-operative also carries out home 

deliveries for the library service to those unable to travel to the branch by using pharmacy 

delivery vehicles and it is considering an extension to this scheme. 

It is run by a team of 16 volunteers who keep the library open for more than 43 hours a 

week; a three-fold increase on previous opening hours. The library branch holds 

approximately 4,000 books, a photocopier, self-services machine, an enquiries desk and a 

seating area. 

Lincolnshire Co-operative is proposing the same model for a further five libraries and has 

submitted its ideas to Lincolnshire County Council as part of a consultation with residents 

over the future of the library service. 

For more information on the Lincolnshire Co-operative proposal visit: 

http://lincolnshire.coop/news/library-ideas-explained.aspx  

 

 

 

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.abcul.org/home
http://www.gov.uk/government/consultations/credit-union-maximum-interest-rate-cap
http://lincolnshire.coop/news/library-ideas-explained.aspx
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 workers 

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

article you’d 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 Charities & Social Enterprises Panel Secretary: 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
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