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An overview of the key requirements of the charities SORP 
2015

Shachi Blakemore, Partner



Introduction – What is the SORP? 

• Statement Of Recommended Practice (‘SORP’) – issued by the Charity Commission (and OSCR)

• Set of rules and detailed guidance that applies UK accounting rules and laws 

• Filing deadline for accounts – after the year end date:

‒ 9 months – Companies House and OSCR

‒ 10 months – Charities Commission



Compliance with SORP 

• Required – to meet the legal requirement to give a “true and fair” view

• Exception are charities that can prepare accounts on cash basis

‒ Unincorporated charities e.g., Trusts/Foundations – with income of more than £250k



Accounts’ and examination thresholds

Cash basis allowable - non 
company charities

Accruals basis - non 
company charities

Full SORP compliance

£25,000
£250,000

£1m
Income p.a.

Independent examination - all 
charities

- Lower level of assurance

- Requires less work

Audit required - all charities

- Opinion on ‘true and fair view’

- Income more than £1m

- Or Income more than £250k 
and total assets >£3.26m



Structure of annual report and accounts 

• Reference & administrative information

• Trustees’ annual report

• Auditor’s report/independent examiner’s report

• Statement of financial activities – ‘SOFA’ (= income & expenditure)

• Balance sheet – resources/funds available at the end of the year

• Cash flow statement (= a summary of cash in and out)

• Accounting policies – basis on which accounts are prepared

• Notes to the accounts – more detail in relation to key figures



Statement of Financial Activities (SOFA)

• Summary of income and expenditure 

• Includes the results of subsidiaries (e.g. trading companies)



Company profit and loss account – example layout

2019
£

2019
£

Income 1,700,000

Cost of sales (1,500,000)

Gross profit 200,000

Administrative costs (50,000)

Other operating income 5,000

Operating profit 155,000

Interest received 1,000

Profit for the year before 
taxation

156,000

Taxation (40,000)

Profit for the year after taxation 116,000



Notes

Unrestricted
funds
£

Restricted
funds
£

Endowment
funds
£

2015
Total
funds
£

2014
Total
funds
£

Income and expenditure

Income and endowments from:

. Donations and legacies 1 1,000 5,000 5,000 11,000 5,000

. Other trading activities 2 5,000 - - 5,000 10,000

Charitable activities 3 - 25,000 25,000 5,000

Total income 6,000 30,000 5,000 41,000 20,000

Expenditure on:

Raising funds 4 4,000 4,000 5,000

Charitable activities

. Adult provision 5 5,000 5,000 10,000 5,000

. Youth provision 6 5,000 10,000 15,000 15,000

Total expenditure 9,000 15,000 5,000 29,000 25,000

Net movement in funds (net (expenditure) income)
7

(3,000) 15,000 - 12,000 (5,000)

Balances brought forward

at 1 January 2015 10,00 15,000 15,000 40,000 30,000

Balances carried forward 

at 31 December 2015 7,000 30,000 15,000 52,000 25,000

SOFA – example layout



SOFA - fund accounting 
Columnar format of the SOFA to reflect different funds:

Unrestricted funds

• Can be used by the trustees for any 
purpose (within the charity’s 
objects).

• May be designated by trustees = 
‘ring fenced’ for specific purposes.

Notes Unrestricted funds 

£

Income and expenditure
Income and endowments from:
. Donations and legacies 1 1,000
. Other trading activities 2 5,000
Charitable activities 3 -
Total income 6,000

Expenditure on:
Raising funds 4 4,000
Charitable activities
. Adult provision 5
. Youth provision 6 5,000
Total expenditure 9,000

Net movement in funds (net (expenditure) income) 7 (3,000)

Balances brought forward
at 1 January 2015 10,00

Balances carried forward 
at 31 December 2015 7,000



SOFA - fund accounting 
Columnar format of the SOFA to reflect different funds:

Notes Unrestricted
funds 

£

Restricted
funds 

£

Income and expenditure

Income and endowments from:

. Donations and legacies 1 1,000 5,000

. Other trading activities 2 5,000 -

Charitable activities 3 - 25,000

Total income 6,000 30,000

Expenditure on:

Raising funds 4 4,000

Charitable activities

. Adult provision 5 5,000

. Youth provision 6 5,000 10,000

Total expenditure 9,000 15,000

Net movement in funds (net (expenditure) income)
7

(3,000) 15,000

Balances brought forward

at 1 January 2015 10,00 15,000

Balances carried forward 

at 31 December 2015 7,000 30,000

Restricted funds

• Can only be used in accordance 
with donor instructions i.e. 
restricted use.

• Permission from funder needed 
if want to spend funds for other 
purposes.



SOFA - fund accounting 
Columnar format of the SOFA to reflect different funds:

Notes Unrestricted
funds 

£

Restricted
funds 

£

Endowment
funds

£

Income and expenditure

Income and endowments from:

. Donations and legacies 1 1,000 5,000 5,000

. Other trading activities 2 5,000 - -

Charitable activities 3 - 25,000

Total income 6,000 30,000 5,000

Expenditure on:

Raising funds 4 4,000

Charitable activities

. Adult provision 5 5,000 -

. Youth provision 6 5,000 10,000

Total expenditure 9,000 15,000 -

Net movement in funds (net (expenditure) income)
7

(3,000) 15,000 5,000

Balances brought forward

at 1 January 10,00 15,000 5,000

Balances carried forward 

at 31 December 2015 7,000 30,000 5,000

Endowment funds

• Donated to be used as 
capital and cannot 
generally be expensed.

• Two types:

- Permanent

- Expendable



Statement of Financial Activities - format

Income from:

• Donations and legacies

• Other trading activities

• Investment income

Charitable activities

• X

• Y

• Z

Other income

TOTAL INCOME

Expenditure on:

• Raising funds:

• Fundraising costs

• Trading: cost of goods sold and other costs

• Investment management costs

Charitable activities

• X

• Y

• Z

Other expenditure

TOTAL EXPENDITURE



Statement of Financial Activities - headings

Income

• Donations and legacies e.g. donations, gifts 
in kind, core grants (general)

• Other trading activities e.g. trading 
company income, lettings of surplus space, 
sponsorships for publicity, fundraising 
events

• Investment income
e.g. bank interest, dividends 

Expenditure on

• Raising funds:

• Fundraising costs

• Trading costs

• Investment management costs 
Potentially
Sensitive

//upload.wikimedia.org/wikipedia/en/9/9a/LaSalle_Investment_Management_logo.jpg
https://www.google.co.uk/url?q=http://www.thunder1320.com/?ai1ec_event=ccchs-claybuster-fundraiser&instance_id=&sa=U&ei=Tc5CU5jrEerR7Abvk4GwAw&ved=0CD4Q9QEwBw&usg=AFQjCNHdSsQsNf1DFZdXKkaMJEZH1ZIdwA
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Statement of Financial Activities - headings

Resources expended

• Charitable activities 

• Includes DIRECT COSTS, GRANT 
MAKING COSTS, SUPPORT COSTS

• e.g. staff costs, cost of distributed 
aid, outgoing grants, overheads

Income

• Charitable activities

• PRIMARY PURPOSE

• By defined charitable activities

• Payment for goods/services provided to 
beneficiaries (e.g. care home fees, school tuition 
fees)

• Contracts and performance related grants

• Restricted project grants

https://www.google.co.uk/url?q=http://www.clipartpal.com/clipart_pd/education/teacher1.html&sa=U&ei=07dDU_7gG47B7Abf7IDYBQ&ved=0CEYQ9QEwCw&usg=AFQjCNH6FxQvde-Y6qooUndnty6sFD7taw
http://www.dreamstime.com/stock-images-salary-image27023364


Expenditure (accruals basis)

Recognition of expenditure – basic rules

• obligation exists (legal and constructive)

• probable 

• measurable

ALL 3 criteria need to be met

Example: legal claims



Income (accruals basis)

Recognition of incoming resources – basic rules 

• Entitlement

• Level of certainty – probable

• Measurement

ALL 3 need to be met

• Example:

• Unconditional vs. conditional grant



Balance sheet – assets

Fixed assets 

• Tangible assets 

• Property, computer equipment, furniture

• use over a number of years

• Spread the cost over the years (DEPRECIATION)

• Valuation

• Investments

• Held to generate financial resources for the charity

• Shares, bonds etc. – at market value for listed investments

Current assets

• Part of working capital 

• Stock (e.g. publications, trading goods)

• Debtors

• Cash at bank and in hand

https://www.google.co.uk/url?q=https://heronetwork.com/home/category?type%3D477&sa=U&ei=3tNDU8q7OIuw7AaXoYHwCA&ved=0CDIQ9QEwAQ&usg=AFQjCNE_elT_eXgRr7HFa4nxn4q-hIRrwg
http://www.shutterstock.com/subscribe.mhtml
https://www.google.co.uk/url?q=http://www.dreamstime.com/royalty-free-stock-photo-cash-coins-image9750075&sa=U&ei=7dRDU9jtMsfD7Aa24oHoCw&ved=0CDIQ9QEwAQ&usg=AFQjCNFuYHjBZ1dcJBt5xMySsCYpaNFCOQ


Balance sheet - liabilities

• Creditors

• Amounts falling due within one year (e.g., trade creditors, accruals, bank overdraft, income received in 
advance)

• Creditors

• Amounts falling due after more than one year (e.g., long term bank loans)

• Pension scheme liability – defined benefit pension schemes       

• e.g., LGPS



The Trustees’ Report

Gumayel Miah, Director



The purpose of trustees’ report

Core purpose

• Helps ensure accountability

‒ Spotlight on charity governance and the quality of trusteeship

‒ “No such thing as a private charity”

‒ Shows the charity is being organised and managed properly

‒ Demonstrates funds are being used wisely and for the stated purpose

• Satisfies the “public benefit” reporting requirement 

Connected benefits

• Showcase the charity’s impact

• Help raise awareness of your charitable cause and key challenges

• Gives context to the financial statements

• Helps attracts new resources:

‒ Funders

‒ Employees

‒ Volunteers (including trustees)



Who is your audience?

• Regulators

• Supporters (past and future)

• Other charities

• Beneficiaries and service users

• Employees and volunteers (including future trustees)

• Suppliers and service providers

• Journalists

• HMRC



What to include in the trustee’s report?

Mandatory content

• Objectives and activities

• Achievements and performance

• Financial review

• Plans for future periods

• Structure, governance and management

• Reference and administrative information

• (Details of) funds held as custodian trustee on behalf of others (where applicable)

Other points to consider

• Ordering?

• Executive summary?  (Chair’s Report or Chief Exec’s Report or both)

• Length?

• Infographics, photos, charts, case studies and quotes



Objectives and activities

• Scene setting: history, vision, mission, and values

• Strategic aims and objectives

• Core charitable activities undertaken

‒ Demonstrates / articulates the public benefit

‒ Does this link to how the financial statements are presented?

• Criteria for assessing success

• Key policies (as applicable)

• Grant-making

• Safeguarding

• Diversity and inclusion

• ESG



Objectives and activities (continued)



Achievements and performance

• Summary of achievements against objectives

• Fair and balanced account of successes and things that didn’t go to plan

• What’s the best way to tell your story

‒ What difference has your charity’s work made to its beneficiaries?

‒ Infographics, photos, charts, case studies and quotes



Achievements and performance (continued)



Achievements and performance (continued)

• Key risks and mitigating actions

• Approach to fundraising



Achievements and performance (continued)



Financial review

• Comment on financial results for year

‒ Link to the achievements section

‒ Link to the financial statements

• Discuss:

‒ Principal sources of income

‒ Key areas of expenditure

‒ Investment policy and performance

‒ Reserves policy and financial position



Structure, governance and management

• Nature of the governing document and how charity is constituted

• Methods of recruiting and appointing new trustees

• Induction and training of trustees

• Organisational structure:

‒ Details of the charity's Key Management Personnel and the basis for their remuneration

‒ How key decisions are made by trustees and/or management team

‒ Any sub-committees of the Board?

• Relationships between charity and other charities/organisations



Judgemental areas

Catherine Biscoe, Partner



Substance and form

• Seeing the wood from the trees

• Signs of financial weakness

• Discretion is the better part

• The secret of great accounting

• Reading between the lines



What stands out in these figures?

EXPENDITURE 2022
£

2021
£

Service provision 5,000,000 5,750,000

Salaries 3,200,000 3,000,000

Publications 515,000 500,000

AGM meeting 4,100 4,000

Annual Diner 6,000 5,000

Stationary 9,000 7,000

Auditor’s renumeration 3,000 2,000



Aggregation vs detail

• Sufficient detail to differentiate

• Maintain focus

• Don’t let the presentation distract

• Avoid micromanagement

EXPENDITURE 2022
£

2021
£

Service provision 5,000,000 5,750,000

Salaries 3,200,000 3,000,000

Publications 515,000 500,000

AGM 4,100 4,000

Annual Dinner 6,000 5,000

Stationery 9,000 7,000

Auditor’s remuneration 3,000 2,000



Assessing solvency

• “Going concern” disclosures

‒ Assumptions and uncertainties

‒ Disclosure as default

‒ Hope over experience?

• Brackets aren’t (usually) good news

• Only consider unrestricted funds?

‒ CC guidance on reserves

• SORP requirements



Is this charity solvent?

£ £

Tangible fixed assets 1,000,000

Current assets 500,000

Creditors due within one 
year (350,000)

Net current assets 
(liabilities) 150,000

Net assets 1,150,000

Funds

Restricted funds 400,000

Unrestricted funds 750,000

Total funds 1,150,000



Is this charity solvent?

£
Designated funds

£
General funds

£
Restricted funds

£
Total funds

Tangible fixed assets 1,000,000 - - 1,000,000

Current assets 50,000 50,000 400,000 500,000

Creditors due within one year
- (350,000) - (350,000)

Net current assets/ (liabilities) 50,000 (300,000) 400,000 150,000

Net assets/ (liabilities) 1,050,000 (300,000) 400,000 1,150,000



Accounting policies

• Most areas of principle dealt with by SORP/ GAAP

‒ Specific assumptions

‒ Fine distinctions

• Depreciation (or lack of)

• Timing - cut off

• Certainty & measurement

• Entitlement/ obligation

• Greater disclosure around judgements and estimation



Depreciation



Cut off



Probability and measurement

• Legacies

• Provisions for liabilities

• Contingent liabilities and assets



Entitlement and obligation

• Multi-year funding

• Constructive or “moral” obligation

• What are the break points, and in whose hands?



Designated funds

• Funds set aside for a specific future purpose

• May be contingent – e.g. project termination

• May include:

‒ Planned deficits

‒ Grant or capital commitments

‒ Fixed assets?

• Should not be used simply to disguise “free reserves”



What may not be said?

• Purpose of funds

• Reserves policy

• Spread of assets over funds

• Related party transactions



Q&A



Contact us

+44 (0)20 7556 1420

blakemores@buzzacott.co.uk

Shachi Blakemore, Partner

+44 (0)20 7556 1365

miahg@buzzacott.co.uk

+44 (0)20 7556 1384

biscoec@buzzacott.co.uk

Gumayel Miah, Director

Catherine Biscoe, Partner



Thank you for watching


