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The 2005 Statement of Recommended practice

1 u

‘Accounting and Reporting by Charities’ “provides
a framework that enables charities to explain
what they aim to do, how they go about it and
what they achieve”. This technical briefing is
intended as a checklist for those involved in
drawing up charity accounts in accordance with

the requirements of SORP 2005.

Trustees Annual Report: Checklist

The SORP 2005 Trustees’ Report provides an opportunity
to show the impact being made by the charity. The focus
is on reporting activities and performance against the
charity’s objectives. Disclosure is based on the following

seven headings:
V Reference and Administrative details

Registered name of the charity
Registration number

Address of the charity’s principal office

Names of all trustees who served in the year,

including all officers (e.g. Chair, Treasurer)

Name of CEQO or other senior staff member and

® Names and addresses of the charity’s advisers

V Structure, Governance and Management

How the charity is constituted, how trustees are recruited

and trained and how decision-making processes operate.

® Nature of the governing document and how the

charity is constituted

Methods for recruiting/appointing new trustees

® Policies and procedures for the induction and
training of trustees

® Charity’s organisational structure and how decisions
are made

® Relationships with affiliated organisations, related
parties, etc and

® Statement that the trustees have identified the

major risks and the systems or procedures to

manage those risks

* italics denote that item is optional for smaller charities

V Objectives and Activities

Includes the global aims of the organisation, the specific
long and short term objectives, and the strategies and

activities undertaken to achieve them:

The objects set out in the governing document
The charity’s aims — the difference it is seeking to make
Main objectives for the year

Strategies for achieving those objectives

Details of significant activities that contributed to

achieving those objectives

There may also be further details of significant activities, for
example, if grant making is significant to the charity, an

explanation of the grant making policy should be included.
Similarly, if volunteers play an important role in the charity,

this should be explained and quantified.

V Achievements and Performance

A fair review of the charity’s performance against the

objectives that were set at the beginning of the year:

® Review of activities undertaken

® [ffectiveness of fundraising activities

® Defails of investment performance achieved against
objectives set

® Comment on factors relevant to the charity’s

performance, both within and outside its control

Smaller charities should provide a summary of the main

achievements in the year under this heading.
V Financial Review

® Policy on reserves, stating the level held and why they

are held

® |[f funds are in deficit, why and what is being done to
address the deficit

® Principal funding sources

® |nvestment policy, objectives and any social,

environmental or ethical policies




V Plans for future periods

Including key objectives set for future periods and how they
will be achieved. Where specific factors or influences may

affect future performance these should be explained.

V Funds held as Custodian Trustee for others

Where funds are held as custodian trustee the report
should disclose, a description of those assets, the name
and objects of the charity for whom they are held and

details of the custody arrangements in place.

Statement of Financial
Activities (SOFA)

The SOFA has been reorganised to focus on the activities
of the charity rather than just the sources of income or the
types of expenditure. In particular there should be a clear
link between incoming and outgoing resources for each
activity by using similar or the same headings in different
parts of the SOFA.

Income and expenditure for both the current year and the

comparative year should be analysed as follows:

Incoming Resources

Incoming resources from generated funds

® \Voluntary income — legacies, donations, core grants,
membership subs, gifts in kind

® Activities for generating funds — fundraising events,
shop income

® |nvestment income

Incoming resources from charitable activities

Including, sale of goods or services as part of the direct
charitable activities; Letting of non-investment property;

Grants specifically for the provision of goods and services.

Other incoming resources

Should be rare — e.g. gain on disposal of a fixed asset.

Resources Expended

Cost of generating funds

® Cost of generating voluntary income — fundraising,
advertising and marketing

® Cost of fundraising trading — trading activity costs +
related staff and premises

® [nvestment management costs
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Charitable activities

The resources applied, analysed by activity, to undertake
the work to meet objectives, particularly, expenditure on
goods and services, programme and project expenditure

and the related support costs.

Governance costs

The heading of Governance Costs has a much narrower
definition and should not be thought of as a replacement for
Management and Administration Costs. Governance Costs
are defined as the costs associated with the governance

arrangements of the charity and will normally include:

® Cost of internal and external audit

® |egal advice for trustees

® Costs of constitutional and statutory compliance, e.g.
cost of trustee meetings and preparing statutory accounts

® Costs of strategic management

There may also be an element of related staff and

support costs.

Balance Sheet

Income and expenditure for both the current year and the
balance sheet continues to be required to show the
resources available to the charity and whether these have
any form of restriction on their use. There is a heading,
‘heritage assets’, which replaces the ‘historic and inalienable

assets’ and special sections detailing requirements for:

Consolidation of subsidiary undertakings
Accounting for Associates and Joint Ventures
Charitable Companies

Accounting for Retirement Benefits

Common Investment Funds and Investment Pooling

Schemes

Analysis of the assets and liabilities of the charity should
distinguish, on the face of the balance sheet, between the
total funds held as:

® Unrestricted funds (including designated funds)
® Restricted funds

® Endowment funds
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