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Introductory Notes
Both the PowerPoint presentation slides and this accompanying script are password protected and the contents (which are copyright) cannot be modified.
But both can be opened and viewed in Read Only mode without a password.
Please be aware that, if you go through all the slides following the script, this presentation will take about 50min.   But you can, of course, break off at any point and resume later.
The theme of this presentation falls into 4 sections:
Slides 1 – 9	How much does the pubic currently trust charities?
Slides 10 – 18	How do Accruals and R&P accounting promote public trust in charities?
Slides 19 – 35 	How did we get into this muddle?
Slides 36 – 43 	Use accounting software which can create reports on both an Accruals basis 
	and Receipts & Payments basis – use the Accruals reports for efficient & 
	effective day-to-day management and readers who prefer it, while meeting
	legal obligations by submitting simpler R&P reports to the Regulator.
In the interests of transparency and verification, where the presentation refers to external evidence to justify the point being made, the slide includes a URL link which will take you to the website or downloadable document being referred to.
And in the script, Click indicates where you should advance the PowerPoint presentation.   Sometimes this will be adding an extra element to the slide, at other times it will be advancing to the next slide.
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	Thank you for viewing this presentation.
Let me start off by explaining that I started my career as a research biochemist and ended up as a Director of Health Informatics in the acute sector of the NHS.   
So I am not a qualified accountant – but I am reasonably numerate.   
Since I retired – quite a while ago, now – I’ve kept myself occupied offering pro bono support to the typical non-accountant unpaid volunteer trustees of small charities – 
ie: those with annual incomes significantly less than £250,000.
Click
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	Not being a qualified accountant myself, to my mind it is confusingly inconsistent that small charities which are not registered with Companies House have a choice of two different annual financial reporting systems.   And all the more so, because BOTH the alternatives seem to be singularly inappropriate for the significant majority – over three quarters – of those charities.
Accruals reporting – because it is inappropriately complicated;
Receipts and Payments reporting – because its inconsistencies mean it cannot be trusted to give a “true and fair view” of the charity’s financial status.
So this presentation looks at:
What, exactly, is the gap – the actual functional differences – between Accruals and Receipts & Payments reporting?   In what ways – AND WHY – are the two reporting systems different?
Why does there have to be two different systems anyway?
Are there two (or more) completely different types of readers/users of the reports – and, if so, how and why do their needs differ?
What could be done to eliminate the gap – so that there is just one appropriate accounting system for small charities;
And what can pragmatically be done in the meantime to mitigate some of the more inconveniently complicated elements of the two current options.
Click

	[image: ]
	The Charity Commission places a lot of emphasis on promoting public trust in charities.   And that makes sense – because public trust is an essential prerequisite to encouraging public donations.
What does Public Trust in Charities look like?
For the last two decades, since around 2005, the Charity Commission has commissioned and published independent reviews of Public Trust in Charities.
Click
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	A common feature of most of the reviews is an illustration of where charities fit in to the levels of public trust in other organisations.
Charities are always towards the top of the list, usually second only to doctors.
Click
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	And the level of trust has been consistently high over the last two decades, with just a small dip in the twenty-tens.   
Something which will be referred to again later.
Click
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	Another common feature is that:
“Most of the charity’s money going to its charitable objects” 
     along with 
“How much money was raised and spent” 
usually appear as key factors for public trust in charities.
Click
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	The topics covered by some of the questions and focus groups vary each year.   The 2026 reviews paid particular attention to asking participants their opinion on how donated money should – or should not – be spent.
Participants wanted spending on direct support to beneficiaries to be prioritised over spending on staff and other administration costs.
Click
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	And what were seen as excessively large payments to CEOs and other senior staff.
Click
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	I recently attended a discussion group on “Trust” where the person introducing the topic presented a different national review, carried out by Ipsos, on public “Trust” in a wide range of professions.
I was surprised to see that Charity Chief Execs were way down the list (while doctors and nurses remained near the top).
But statisticians will say that the result of such reviews is highly dependent on:   how the question is phrased;   the context in which it is asked;   and the cohort being asked.
Click
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	The importance to the public-at-large of the quality, clarity and transparency of charity financial management and reporting procedures is clear.
So what – in practical terms that the ordinary non-accountant hoi polloi man/woman on the Clapham omnibus typical member of the general public can understand – are the relative pros & cons of the features of Accruals vs Receipts & Payments accounting systems?   Ie: will enable them to trust a charity’s financial reports produced on the most appropriate option for that charity.
Looking around the internet it seems that the almost universal definition of Accruals accounts is “records and reports based on the date that the financial transaction was agreed or committed” …. while Receipts and Payments accounts are based on the date that the money changed hands.
Click
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	I have no formal training in accountancy.   But I do have a copy of Bookkeeping and Accounting for Dummies” which I find useful.
And, being reasonably numerate, it seems blindingly obvious to me that when the Accrual and the Cash date for transactions occur in the same financial reporting period there will be NO GAP between the two reporting systems on the amount of money coming into and going out of the organisation.
Click
Difficulties are only created when money comes into, or goes out of, the charity’s coffers in a different financial reporting period from the one in which the activity/commitment actually occurred.
For small charities that can actually make reporting of cash flows in Receipts & Payments accounting more complicated (rather than simpler) than Accruals reporting,   That’s due to the necessity to explain why the money coming into, or going out of, the organisation does NOT match its activities in that period – and, in some cases, even its bank statements.
Click
Accounting for Dummies succinctly explains why:
In the commercial sector Receipts & Payments reporting is “a special concession for smaller businesses” which allows them to avoid have to pay out of their own pocket any tax which is due to HMRC because they have not yet received payment from clients.
Click
But most small charities are exempt from corporation and Value Added Tax – making Receipts & Payments accounting an irrelevant solution to a problem that they don’t have !
Click
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	One might reasonably think that the Charity Commission’s CC16 guidance on Receipts and Payments accounting would be a good place to find a coherent explanation and justification for the promotion of Receipts and Payments accounting as a “simpler” alternative to Accruals accounting.
But the opening introduction to the CC16 Guidance merely states that cash accounting is “simpler” than accruals accounting, and summarily fobs the reader off to the Glossary for further details.
Click
So you scroll down through the guidance - passing by:
“There’s no standard format for Receipts and Payments accounts”
      and the confirmation that 
“Receipts and Payments accounts are not expected to show a true and fair view” 
      and eventually reach the penultimate page – and the Glossary.
But the only explanation you find there is – to my mind – disgracefully disingenuous.    All it says is “Receipts and Payments accounts are “simpler” because Accruals accounts must also include a report on ALL the charity’s resources and their movements during the reporting period.             I shall return to that later’
Click
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	Let’s look at the Charity Commissions two accounting templates  in a bit more detail.
Putting the “Section A: Statement of financial activity” template from the CC17 guidance for Accruals accounts on the left …..
… and the corresponding template for “Section A: Receipts & Payments” from guidance CC16 on the right. ….
…. enables us to see more easily the similarities – and the gaps – between the two templates
Click
All of the items in the Accrual template which refer to “real money” transactions are replicated in the Receipts and Payments template.
Those numbers will only differ when the accruals date and cash dates of transactions fall in different financial reporting periods.
The only items in Accruals accounts which are not replicated in Receipts and Payments accounts….…
Click….…are those highlighted in purple which report any changes in the notional cash value of non-cash assets, and the aggregated notional cash value of ALL “resources”, INCLUDING BOTH cash and non-cash assets.
Click
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	This slide similarly shows, on the left, the template layout for the Section B: Balance Sheet in Accruals and, on the right, the corresponding layout for the Section B: Statement of Assets and Liabilities in Receipts and Payments.
Click
Once again, both templates report the charity’s cash transactions  – shown in blue.   
Receipts and Payments accounting ostensibly reports only cash transactions which have already taken place.
So why does the Receipts and Payments template also make provision for reporting accrued – but as yet unpaid – cash transactions and liabilities – debtors and creditors ….
shown with dashed blue lines
Click
…. it also makes provision for reporting the accrued notional value of the charity’s non-cash assets….
shown with dashed red lines.
AND TO EXACERBATE THE CONFUSION – according to the CC16 guidance – reporting notional accrued values of cash and non-cash items is OPTIONAL and only needs to be included in Receipts and Payments accounts if – and I quote – “….a valuation is essential to a meaningful description of the asset”.
To my mind – this rather muddled guidance encourages a rather “half-baked” approach to Receipts and Payments reporting – rather than a “sure-fire” way of promoting trust in charities.
Again, the only items which are not replicated in the Receipts and Payments section ….…
Click….…are those highlighted in purple which report any changes in the notional cash value of non-cash assets as if they were real fiat money coming into or going out of the charity.
Click
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	The previous slides included passing references to the monetary value of tangible assets, such as bags of rice and Pokémon cards.   We don’t have time at the moment to go any further into the detailed legalities and economics of money, legal tender and fiat money.   You probably know most, if not all, of it anyway.
But the Bank of England has some very useful webpages on the subject – which the bureaucrats who created the SORP-Accruals guidance either hadn’t read – or hadn’t understood.
Click
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	Putting the two templates side-by-side in that way clearly showed that – when reporting and managing the real “fiat” money coming into and going out of the charity – the only difference between reporting on an Accruals basis and reporting on a “Cash”  Receipts and Payments is:
Accruals accounts report how much real “fiat” money the charity
EXPECTED to have in the bank at the time of the report, and then EXPLAIN why the actual amount in the bank differed….
while…..
Click
Cash-R&P accounts report how much real “fiat” money the charity
ACTUALLY had in the bank at the time of the report, and then
PARTLY EXPLAIN what the amount in the bank should have been.
Ironically – those differences often make Receipts and Payments reporting of a charity’s real-money fiat assets more, rather than less, complicated than SORP-Accruals reporting.
Click
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	Comparing all of the worksheets in both CC17 Accruals template and the CC16 Receipts and Payments template conclusively clarifies what creates the “gap” between SORP-Accruals reporting and Cash-Receipts and Payments reporting for charities.
The CC16 Receipts and Payments template requires just ONE worksheet for the combined Section A Receipts and Payments and Section B Statement of Assets and Liabilities.   
Notes are optional – not a statutory requirement.
Click
By stark contrast:
The CC17 SORP-Accruals template requires NO LESS THAN 32 ADDITIONAL worksheets for the statutory “Notes to the Accounts” over-and-above the 2 worksheets required for the Statement of Financial Activity and the Balance Sheet.
Click
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	The practical reality is that it is the Charity-SORP’s demand for comprehensive notes to accompany financial transactions data which has turned the otherwise modest gap between accruals and cash reporting into a huge “gulf”.
Click
It is true to say that taking the option provided by clause 133 of the Charities Act to prepare a charity’s statutory Annual Accounts on a Receipts and Payments basis is usually simpler than producing its Annual Accounts on the SORP-Accruals basis.
BUT! - implying that simplification is created by reporting financial transactions on the date when the cash changes hands, rather than on the date when the commitment was made is, in my opinion, disgracefully disingenuous.    
Stating it as fact it is a bald-faced lie.
AND TO ADD INSULT TO INJURY – when the “cash” dates of transactions fall outside of the financial reporting period (eg: due to delayed invoicing, or settling of debts) Receipts and Payments reporting can become MORE – NOT LESS – complicated than the equivalent Accrual report.   That’s due to additional clarifications or "adjustments” having to be included in the report to explain what might otherwise be incorrectly viewed as inappropriate deviations from the budget for an event or activity.
Click
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	So how did we get into this muddle?
Problems with – shall we say – “inappropriate” – financial management and reporting undermining public trust in charities is not a new issue.   
We’ve known for centuries that you can’t run an organisation efficiently if you don’t keep records of what financial commitments you have (Accruals) made as well as knowing how much money you currently have “in your pocket”.
It’s now over 4 centuries since concerns about the “mis-employment” of charity resources prompted the creation of the first Charities Act back in 1601.
Click
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	Move on 3½ centuries and research supported by the ICAEW in the early 1980’s found that “dubious” use – and overt mis-use – of complicated financial procedures for reporting Accruals (outstanding assets and liabilities) was still widespread.
And potentially undermining public trust in charities….
Click
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	….to the extent that it was felt necessary to introduce more specific procedural rules and regulations for charity accounting.
As a consequence, in 1988 the first Charities Statement of Recommended Practice (SORP) was published, which including the proposal to allow smaller charities to produce “simpler” financial reports on a “Cash” (ie: Receipts & Payments – R&P) basis.
Click
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	And shortly after was incorporated into the 1992 Charities Act making compliance with the SORP a statutory requirement for all charities with an annual income over – then – £25,000.
Click
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	But it only took 4 years for the bureaucrats and regulators to realise that compliance with the Charities SORP – based on the Financial Reporting Council’s rules and regulations for the commercial sector – was a far too complicated and onerous task for the vast majority of non-accountant volunteer trustees of “small” charities.
As a result the upper threshold for R&P reporting was raised 
10-fold ! to £250,000 in the 1996 revision of the Charities Act (about £515,000 in today’s money).
Click
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	But the more important “elephant in the room” question is:
What nincompoops could think that misrepresentation of charitable funds would be eliminated by the introduction of R&P reporting – which is widely disdained for being unable to guarantee a “true and fair view” of a charity’s financial position?
I’ve already mentioned the thought that the introduction of “Cash-Receipts and Payments” accounting might have come from the introduction of an option for small businesses to avoid taxation issues.
A more plausible (and perhaps not entirely unrelated) explanation is that, at the time of the first introduction of SORP-Accruals accounting for charities, the government of the day (and its bureaucrats in their Westminster "ivory towers”) was still very sceptical about the benefits of accruals accounting and, hence, reticent to introduce it into other public sector entities.
Click
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	In 2013 it seems that the introduction of SORP-Accruals reporting  for larger charities – and the “Cash” (“Receipts & Payments”) reporting alternative for small non-company charities – still hadn’t done enough to promote public trust in charities.
The National Audit Office had published a very critical review of “the Commission’s ability to meet its statutory objective to increase public trust and confidence in charities”.
Click
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	In 2015 the Commission introduced a review of the Trustees’ Annual Reports and Accounts of a random sample of charities for compliance with its benchmark standards.
The Commission was “encouraged” to find that the accounts of between half and two thirds of charities were of “acceptable quality”.   Though whether the public would be “encouraged” by the finding that between a third and half of charity accounts were “UNACCEPTABLE” is a different matter.
Click
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	But 4 years later failure to meet the benchmark standards was still at around half for medium-sized charities and two thirds for small charities.
And the Commission’s earlier “encouragement” had now turned to “concern”.   Notably not just concern about the failures of trustees responsible for preparing their accounts, but also about “the work done by the auditors and examiners who scrutinised the accounts”.
Click
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	And the Commission’s report actually went on to detail the failures stratified by the professional qualifications of the auditor or examiner.   And the actions that it took to deal with the problem?
“To work with the two main professional bodies in the UK”
Click

	[image: ]
	And to abruptly stop sampling, reviewing and publishing the compliance of Trustees’ Annual Reports and Accounts after the review for financial year 2017…..
…. “withdrawing” the collection in 2022 explicitly stating that the reviews are “No longer a current activity” (though they are still accessible online)
Click

	[image: ]
	Over the years, I have been a trustee of several small charities – including being a treasurer of some of them.
I have to say that, from that perspective of an unpaid volunteer non-accountant charity trustee, I find the current rules and regulations for both Accruals reporting and Receipts & Payments reporting for small charities totally NOT FIT FOR PURPOSE.
And have long been saying as much online.
Click
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	The recent Charity SORP review seemed like a good opportunity to air those views more widely.   So in November 2020 I sent to the “Small Charities and Independent Examiners Strand” of the review a detailed justification of my NOT FIT FOR PURPOSE argument.
The response from the Convenor is shown on this slide.
Click
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	And it seems that I was not alone in my views.   In May 2021 the three UK charity regulating bodies jointly submitted a formal letter to the Financial Reporting Council arguing that some elements of the SORP were “….insufficient in addressing the reporting needs of the users of charity accounts….”
The link to the full text of the letter is at the bottom of this slide.
Click
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	And in July 2021 the then CEO of the Charity Finance Group was reported as saying: 
“…we need to break this long but flawed habit of shoehorning charities into regulation and legislation designed for the for-profit world to avoid the unintended and harmful consequences such an approach brings about for the third sector”.
The link to the full text of this report is similarly at the bottom of the slide, but you might need a subscription to the magazine to be able to read it.
None of these references to the SORP Strand, Regulators’ letter or Third Sector report can be said to be “outstanding endorsements of the Charity SORP as a promoter of public trust in charity financial reporting ”.
Click
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	In 2025 – in order to check whether there was any improvement in the quality of independent Examinations – I download a randomly selected group of about 120 small charity Trustees’ Annual Reports and Accounts and reviewed them for compliance with Guidance CC31 for Trustees and CC32 for Independent Examinations, focusing on the charity’s Reserves Policy.
The results – categorised by the profession qualifications of the Independent Examiner are shown on this slide.
Red shows totally non-compliant – usually no policy with no 
      explanation of why a policy wasn’t need.
Yellow shows vague/inadequate – typically something like 
      “We keep enough reserves to meet our future need”.
The two light-blues are for general policies – typically “Sufficient to cover 3 or 4 months average operating costs”.
This version of the data shows the distribution of compliance as a percentage of the number in each group.   The right-hand column shows that more than half – almost 60% - of the sample were either non-compliant or inadequate.   But on no occasion was there any “qualification” in the IE report, even when it had been signed off as “compliant”.
Click
Only the group ChA with a charity accounting qualification had significantly more than 50% compliance.
Click
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	The Financial Reporting Standard FRS-102 is 400 pages long, full of financial jargon, and focused on the needs of the commercial sector to demonstrate how “wealthy” an organisation is to attract investors;
The Overview of the 400page FRS-102 claims to be equally relevant to the not-for profit sector.
Click
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	But charities are NOT about creating even more wealth for wealthy investors.
They are about spending donated money (and other resources) to help those who are less well off.
So why does it need a further 200 pages of a Charity-SORP, a further 20+ pages of Charity Commission CC17 Guidance, accompanied by a spreadsheet with no less than 32 worksheets of explanatory notes to explain how charities should apply it?
Indeed, who in their right mind, can expect the unpaid volunteer – and usually non-accountant – trustees of small charities have the time and inclination to be ploughing through umpteen pages of legal, financial and largely irrelevant jargon that can take several years for professional accountant.
And even then a large proportion evidently haven’t understood it either?
Click
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	The issues are epitomised by the Burberry affair 6 years ago.
Burberry received a great deal of “public attention” by reports it had burned £28M of “unsold stock” in order to protect the exclusivity of its products for the “benefit” of its customers.
Click
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	I don’t doubt that all the FRS-102 procedures were followed “to the letter” to enable that…..no doubt to the delight of its investors for their even greater financial returns.
Click 
And if the FRS-102 is designed to meet the needs of the not-for- profit and charity sectors, does/should the SORP allow charities like foodbanks to burn cheap food items to make beneficiaries even more grateful for what few up-market products were was left for them to receive?
And would wealthy donors – and the public in general – be delighted that doing so was making charity beneficiaries even more grateful for their smaller but more luxurious benefits?
What the Burberry example shows us is that FRS-102 accruals accounting is focussed primarily on demonstrating how an organisation has accumulated wealth for the benefit of its owners and investors.   Hardly surprising, therefore, that FRS-102 rules and procedures, even when adapted by the Charity SORP, can be very inappropriately complicated for charities – particularly small charities.   Not least because the legal obligation is for trustees NOT to increase (hoard) their charity’s “wealth” but to spend it as soon as reasonably possible for the public benefit.
Click
In my opinion, replacing Accruals reporting with Receipts and Payments reporting as a so-called “simpler” system is a case of “throwing out the baby with the bathwater”.   What should have been done instead was to remain with accruals reporting, but make detailed notes either much simpler, or optional – as is allowed for micro and small commercial entities.
Click
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	The following 3 slides summarise my personal view on what should be done to enhance public trust in charities.
Not everyone will agree, of course.   And some will probably vehemently disagree.   If that wasn’t so, my suggestions would have long-since been implemented already.
So I will be interested to hear your views – brickbats welcomed as much as compliments.
My first suggestion – to replace the current SORP with one designed specifically “from the bottom up for the vast majority of “small” charities – does seem to have widespread influential support from:
….the Independent Examiners and Small Charities review strand;
….the Charity Finance Group;
….and even the 3 charity regulatory bodies themselves.   
But, after 3 years of deliberation, the main changes in the 2026 SORP were primarily focused on making it even more complicated on reporting issues primarily relevant to large charities with nothing to make it easier for small charities.
I was going to say – it’s another example of – “the tail wagging the dog”.   But tail-wagging by dogs is usually a positive action.   
Click     In this case – it seems to be more of an example of the negative power of procrastination.
Click
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	I recognise that my next suggestion – to dispense with the double-entry bookkeeping methodology which still underpins most commercial accounting software and replace it with modern relational database methodology – will be controversial.
It seems to be an example of:  “if it ain’t broke – don’t fix it”.
Click
Except that it demonstrably IS “broke” – as the high levels of failure to comply with Charity Commission benchmark standards – even by profession accountants – continue to demonstrate.
Another example of the negative power of procrastination.
Click
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	There is nothing in the Charities Act which specifies what form of financial record-keeping and reporting a charity should use throughout the year.   All that is specified is the FORMAT of the charity’s statutory end-of-year Annual Accounts. 
Neither the FRS-102, nor the Charities SORP contain ANY reference at all to the use of double-entry bookkeeping.
The common presumption that opting to prepare Annual Account on the SORP-Accruals basis means that the recording and reporting of the charity’s financial transactions throughout the year MUST ONLY use traditional double-entry bookkeeping methodologies is INCORRECT.   
Professional accountants might, prefer their clients to use double-entry bookkeeping – because it is what they are familiar with.
Provided that the record-keeping methodology used is reliable and capable of producing accurate end-of-year reports in a compliant format, the technical methodology used should be what is most appropriate for those who hold the ultimate responsibility for preparing those results – the charity’s usually unpaid volunteer non-accountant trustees in their spare time.
Click
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	I add this because I often get asked to help charities who have got into difficulties when the professional accountant they had previously sought help from had either incompetently – or complicitly –approved non-compliant accounts – usually accompanied by an exorbitant professional fee.
And on too many of those occasions, even where I have submitted what I believed to be credible evidence justifying a formal “Causes for Concern” report or even breaches of the law, I have found Professional Bodies – and even the Charity Commission – dismissive and reluctant to take appropriate action.   
The consequence on most of those occasions was for the individuals involved to feel they had been given a “green light” to continue acting in the same way (to the detriment of the charity).
Click
Yet another example of the negative power of procrastination.
Click
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	Coming down from “head in the clouds” and getting one’s feet more pragmatically “on the ground”.
I’ve listed here a number of practical things that can easily be done today to bridge the gap between producing Annual Accounts on an Accruals or Receipts and Payments.
Let me be absolutely clear here – I am NOT suggesting anything which ISN’T fully compliant with the law and regulations.   On the contrary – compliance with the law is fundamental – even when it seems to be inconsistent or even self-contradictory to people who aren’t qualified lawyers or accountants.
My experience is that it is common for people to assume that specific legislation/regulations has wider implications than is actually the case.
Manage and report the charity’s finances on both an accruals and a cash basis simultaneous.
The charity can then properly monitor both its long-term commitments and its “day-to-day hand-to-mouth” financial activities easily and effectively using the same data and the same software.
Unfortunately most so-called “modern” software still can’t do that effectively without relying on what is now – to my mind – obsolete double-entry accounting processes.   
The accounting spreadsheet developed by Small Charity Support over more than a decade is a “Proof of Concept” of a pragmatic solution.   It demonstrates how simultaneous accruals and receipts and payments accounting from the same financial records can work in practice using real data –  appropriately anonymised – from real small charities – unincorporated, CIOs and Charitable.   And, at the end of the financial year, it can produce compliant annual accounts for submission to the Charity Commission in BOTH accruals and receipts and payments formats simultaneously.
Convert smaller charitable companies to CIOs
In the early days of CIOs, most charitable companies were reticent to convert to CIOs – mainly, it seems, because banks and other “big money” organisations were uncertain about how CIOs would develop and the impact they would have on the lending market (eg: CIOs wanting loans to purchase major assets such as vehicles or property).   Those concerns have now largely (but not entirely) disappeared.   
The impression that I get is that the main reason while new charities register first as charitable companies instead directly as a CIO, is because they go for “advice” to “professionals” who don’t understand the charity sector and can only think in the context of the commercial sector.   
And the charity ends up “getting stung” in the process.
Click
Move the start/end of the charity’s financial year.
Another area where charity’s often get “stung” by professionals who don’t properly understand the charity sector.
Charities are, generally, not subject to taxation (and consequently having to prepare annual account for HMRC.)   Having a “commercial” financial year with starts and ends in January or March when one or more of its significant activities coincides with its financial year end can result in many transactions ending up in the wrong financial year for Receipts and Payments reporting.   And that is usually by just a few days.
I’ve worked with charities where a judicious move of their financial year resulted in the difference between reporting on an accruals base and reporting on a Receipts and Payments base was virtually eliminated – ie: its main activities could be financially reporting without any distortions from slightly delayed payments ending up in the wrong reporting year.
Click
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	So thank you for watching this presentation.
And thank you in advance for any comments and suggestions for improvement, sent to.
cqcceb@smallnfpsupport.uk
I’ll do my best to respond and  incorporate them for the benefit of others watching the presentation.
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EXPECTED to have in the bank at the time of the report, and
EXPLAIN why the actual amount in the bank differed;

Cash-R&P accounts:
report how much real “fiat” money the charity

ACTUALLY had in the bank at the time of the report, and
‘ONLY PARTLY EXPLAIN what the amount in the bank should have been.




image20.jpeg
What Crestes the Gap ?





image21.jpeg
What Crestes the Gap ?

Glossary of terms.

Accruals sccounts report he valus of resources held by
an organisaton a the beginning and end of any
accounting year and the movement of those rasourees.
Betueen the awa et

They require the measurement and valuation of assets
andlabiities.”A lear understanding of the rufes and
conventions used by accountants s necessary or thelr
preparation

Accruals accounts ncluce all resources (compared with
Simply cashresources rpore i recepts and payments
aCCOUTTS) and a report on movement of resourcesfnthe.
Statement af Financial Activies which must reconclle
withastatement of opening and closing resources {the.
balance sheat).

o
Accounts ety o
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e =

estments identfed by the researchers (many of which hod
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presumably o5 @ meons o atracting donatiors.

The Bid andl Miorgon Jones (1981) research sparked

widespread concern that i left uncheckes, such reporting

practices could undermine confidence in the sector . )
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1981 - Financial Reporting by Charities
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1992 — Charities Act

20 Annuat statemens of accounts

1) The charcy rustees of charty shal fubject to
subsecion (3] prepare in respact o each financia yer of
he chariy 3 satement of acounts complying with such
requirements a0 s form and contents as may be
prescrived by regulations made by the Secretary of Stat.

2) Wherea charty’ gros income i anyfnancal year
B :aehe Chariy trustees may in
respect of thatyear, &6t t prepar the following, namely:
{a)'s receipts and payments accourt, and
) 2 statement o ssetsand labltis,

atead o  statement f sccounts under subsection (1.
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1992 — Charities Act FTwe—
20 Annual satemens of sccouts .
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Al = S e M i e

epectof that year eect to prepare the folowing, namely: S
{2)'3 eceipts and payments account,and
{6) 3 statement of assets an lailtes,

{nitead of  statement o accounts under sussection (1.

1996 — Charities Act Revised
B R
O exeedloa aine ey et o e pedt

lectto prepare the ollowing, namely —

nstead of a statement of accounts Under subseclon (1)
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Why
1993: Kenneth Clarke Budget Statement:
“Govenment accounting for public
Spending has become archaic
In my view, the time has come to move to @

system of accounting which identifies more
clearly the cost of resources.”
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‘What Action Are We Taking? o
W are working with the ccountancy profession.
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2019 - Accounts Monitoring Reviews {Discontinued)

Charity accounts monitoringsa)
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2019 - Accounts Monitoring Reviews {Discontinued)
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s & Independent Examiners Strand
SORP Review November 2020

Smaller Chari

s agrocd, | creulatet his {Charty Financial Reporting Standerds -
ot Fitfor Purpose 17] 0 ather members o tns engagement stranc,
andwehad  short discusion at the last mesting

he Feneral feeig was Thar, W the trust o your concerns about
the current provisions ofthe SORP very much chime with our own,
the detaledsoluion you propose s more ralevant for thase smallar
and nor-company chariies hat e not subject 10 the SOR®

Mot it for Pupose?

e are nevertheles grotelul o yau for shating your paper with s
‘an hope that the SORP revisions to be made Indue course wil
benefit smllercharities 55 e ol hoge.

Convenor, SCAIE EngogamentStrand.
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Regulating Bodies’ Letter to the Financial Reporting Council
25 May 2021

T focus of accountingstandards s very much
on Uhe ntrestsof the providessof risk opial
“oforproficbusinesses

Chritiesare establishec for the public eneft
and ot as owner managed for-profi busiesses
and, akhough welcome, he PBE parsgraphs

are proving insufficent in addressing the
reporting needs of the sers of charity accounts
and avolding or-profi rientated iscosures
detracting from the quality and character of
publcbeneft. accounting and reportin,

Mot it for Pupose?




image36.jpeg
Does the Gap Promote Public Trust in Charities ?

ThirdSector
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Overview
) The FRC's overricing objective in setting accounting standarcs i 0 enable
sers of accounts o receive ighguality understandabie fivancal reporting
proportionate tothe ize and comleity of the entity and users’
nformation needs
[Mms T2 e e 1 77y 0 v gEneral purmore el e ments and ]

g -z
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So why does t need another 200+ pages of the
SORP o explain how to apply the FRS to charities ?
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 Binthe current Chartes SORP.

 Replace withnew SORP cesigned specificlly
0 meet the needs ofthe vast majority of
chariies with annual incomes les - mstly
SIGNIFICANTLY les - than £500,000

¥ woctun primariy by unpad volunteer

trustes i ther spare time

2

with minimal or o paid administratve
Support, partiulaly firancal support.
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 Bin obsolete double-entry bookkeeping.

 Charty accounting software MUST be able
©
¥ tecord,analyse, manage and report
financil ransacions

"
+  onboth “actiy” Accrual)an e |

“cash” [Recelpts and Payments)bases G
. simultaneously and inreal ime.

. compllant with Chariies Actrequirements
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In the meantime.....

= Thioughout the financil year, egulary create nteri:
Accruals reports, to monitor and manage long-term visbilty and sustainabilty;
and,simultaneouslycreate interim
 CashiRRP report, o manage cash low and ensure abilty to meet debis as they ase

% At he end o thefiancal year,prepare Annual Accountsfn both:

 Receipts & Payments format to comly vithlegal and regulatory recirements;
¥ Accrual formmat to satisfy the requiremants of donors, unders and members.

& Facitate the conversan of smallr charitble companies o Charitasle Incorparatedt
Organisatians, where aopragriste;

& Move the sartfend of the chaty's inancilyear 0. quiet perioc 10 edce the
praberns ercated by aceral and cosh dates fllng in iferent financial years
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Thank you for watching this presentation

Comments, questions, compliments, criticisms,
(even brickbatsif reasonably polite and constructive),
all welcomed.

cqcceb@smalinfosupport.uk
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That is the question |
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