Annual Returns and the SORP
(UK Statement of Recommended Practise for Charity Reports and Accounts)

Background

For many years in the UK the publicly required 'accounts' have been seen as a set of financial statements, done according to the rules, incorporating a brief checklisted 'Trustees' Report ' as part of the financial statements.

They are still usually to be found in the accounts department.

If the public ask for them, they are usually sent something else, a more or less glossy 'Annual Review' produced by a publicity or fundraising group and not subject to checks by auditors for conformity with available financial information.

This situation was pilloried, among other occasions, in a book, The Major Charities, published by the Directory of Social Change in 2002. The Charity Commissioner took up the cause and has been prompting the idea that the Annual Report and Accounts must be the core of any charity's reporting and accountability.

The SORP

The 2005 version has an amplified but not substantially different set of requirements for the contents of the report.. For example, the previous (SORP 2000) requirement included the need to include :

"A review of the activities of the charity, in the context of its strategy, including significant 


changes


developments


achievements


plans for the future."

This has now been replaced by the following:

SORP 2005 Objectives and Activities

47 "The report should help the reader understand the aims and objectives set by the charity, and the strategies and activities undertaken to achieve them. The report may also, where relevant, explain how the objectives set for the year relate to longer term strategies and objectives set by the charity. Where significant activities are undertaken through subsidiary undertakings, these should be explained in the report. In particular the report should provide:

(a) A summary of the objects of the charity as set out in its governing document.

(b) An explanation of the charity's aims including the changes or difference

(c) An explanation of the charity's main objectives for the year.

(d) An explanation of the charity's strategies for achieving its stated objectives.

(e) Details of significant activities (including its main programmes, projects, or services provided) that contribute to the achievement of the stated objectives.

48 "The details of significant activities provided should focus on those activities that the charity trustees consider to be significant in the circumstances of the charity as a whole. The details of activities should, as a minimum, explain the objectives, activities, projects or services identified within the analysis note accompanying charitable activities in the Statement of Financial Activities (see paragraphs 191 to 194).

49 "Where the charity conducts a material part of its activities through grantmaking, a statement should be provided setting out its grantmaking policies.

50 "Where social or programme related investment (Glossary GL 47) activities are material in the context of charitable activities undertaken, the policies adopted in making such investments should be explained.

51 "Where a charity makes significant use of volunteers in the course of undertaking its charitable or income generating activities this should be explained. Whilst measurement issues, including attributing an economic value to such unpaid voluntary contributions, prevents the inclusion of such contributions within the Statement of Financial Activities (see paragraph 133), it is nevertheless important for readers to be provided with sufficient information to understand the role and contribution of volunteers. Such information may, for example, explain the activities that volunteers help provide, quantify the contribution in terms of hours or staff equivalents, and may present an indicative value of this contribution.

52 "Charities that are not subject to a statutory audit requirement may limit their disclosures within this section to that set out in paragraph 47(a) above, together with providing a summary of the main activities undertaken in relation to those objects. The additional disclosures of this section are encouraged as a matter of good practice.

Achievements and Performance

53 "The report should contain information that enables the reader to understand and assess the

achievements of the charity and its subsidiary undertakings in the year. It should provide a review of its performance against objectives that have been set. The report is likely to provide both qualitative and quantitative information that helps explain achievement and performance. It will often be helpful to identify any indicators, milestones and benchmarks against which the achievement of objectives is assessed by the charity. In particular, the report should contain:

(a) A review of charitable activities undertaken that explains the performance achieved against

objectives set. Where qualitative or quantitative information is used to assess the outcome of

activities, a summary of the measures or indicators used to assess achievement should be

included.

(b) Where material fundraising activities are undertaken, details of the performance achieved against fundraising objectives set, commenting on any material expenditure for future income generation and explaining the effect on the current period's fundraising return and anticipated income generation in future periods.

(c) Where material investments are held, details of the investment performance achieved against the investment objectives set.

(d) Comment on those factors within and outside the charity's control which are relevant to the

achievement of its objectives; these might include relationship with employees, users,

beneficiaries, funders and the charity's position in the wider community."

54 Charities that are not subject to a statutory audit requirement may limit their disclosures within this section to providing a summary of the main achievements of the charity during the year. The additional disclosures of this section are encouraged as a matter of good practice.

55 The report should contain a review of the financial position of the charity and its subsidiaries and a statement of the principal financial management policies adopted in the year. In particular, the report should explain the charity's:

(a) Policy on reserves (Glossary GL 51) stating the level of reserves held and why they are held.

Where material funds have been designated, the reserves policy statement should quantify and

explain the purpose of the designations and, where set aside for future expenditure, the likely

timing of that expenditure.

(b) Where any fund is materially in deficit, the circumstances giving rise to the deficit and details of the steps being taken to eliminate the deficit.
The SIR (Standard Information Return)

Conscious, perhaps over conscious, of the financial dominance of a relatively small number of huge charities, the Cabinet Office's Strategy Unit Report of 2002, the forerunner of the current Charities Bill before the Westminster Parliament, recommended the institution of a new SIR for the very largest charities. 

This proposal has now been implemented by the Charity Commission in London, for charities with an income of £1 million a year or more.

The first of these are now arriving. A few pages long, they are intended to give readers an overview of the work of the charity concerned.

The Charity Commission's website

A key development is the arrival of copies of both the Annual Reports and Accounts, and the SIRS, on this website. It is, however, too soon to know what use will be made of this new flood of information about charities.

Guidestar

This cuckoo of a website expects to put all the above information, together with the charity's own glosses and further amplification and promotion on an easily accessible record. It is being supplied with the statutory returns by the Charity Commission and has been funded by the UK treasury. It may be launched publicly in the next few months. So far, 10,000 charities have viewed and/or added to their entries.
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