Charity Accounts Statement of Recommended Practice (SORP)


This is a short review of how charity accounts must be regulated following the introduction of the new Statements of Recommended Practice. 

One of the most significant problems is the change to the trustees’ report or directors’ report, and the sort of wording needed. There are new policies that have to be declared. 


1. Restricted Funds
You may have to adopt several funds for unrestricted and restricted core funding. This might well require you to job code your income and expenditure transactions. 
2. New Account Structure 
There is a new requirement to account by specified activity-based nominals. 'Management' and 'Administration' are now banned as nominal headings. Fundraising includes costs of grant application and administration now. The SORP includes concepts such as Gross Income including gifts in kind, governance and capital grants.
3. Mandatory requirements for registered charities
There are significant new requirements for the trustees report including risk management and Health & Safety. 
You even have to put in negatives policies. For example, if you have no volunteer policy as expected in SORP 2005 (because you do not use volunteers) you have to put in a policy which explains why you have no volunteer policy! New requirements are as follows.

· Objectives and Activities: it helps if there is a general clause in formal objects: e.g. 'the charity shall in addition perform whichever good works the trustees may deem to be appropriate'.

· Charity Grant Making Policies

· Social or program related investments

· Achievements and Performance of the Charity including milestones and budgets...  

· Fundraising costs have to be explained

· Employment Policies

· Structure Governance and Management - which will have to include membership of wider network.

· Risk Management: the Charity Commission guidelines are available. You have to make a statement of major risks, how they are managed etc. Risk is
considered to be a major part of running of a charity. You have to demonstrate that you are proactive: it is not just a compliance issue. Risk management is a particular responsibility of the Board of Trustees. It cannot be delegated.

· Financial Review: you are now expected to have policies on reserves. Six months future expenses in reserves should be sufficient. This links to the
'going concern' concept. If a charity has fluctuating income, extra reserves
 might be justified to prove going concern at year-end. 

· Statement of investment 

· Related Parties - This will include names of day-to-day staff managers and any trustee changes on date of Board approval of Finals. 

