Invitation to Comment on Exposure Draft Charities SORP

Do you consent to personal data you provide being held, in accordance with UK GDPR and
the Privacy Policy of the Charities SORP making body and its delegated parties? If you sel
ect 'no' your name and email address will not be stored, but your organisational data (if rele
vant) and all consultation responses will be collected.

Yes

Name:

Paul Foden

Email address:

Role (for example, Chair, Trustee, Accountant, Treasurer etc):

CEO of Aedon.Accounting, a vendor of charity finance software

Are you happy for the SORP-making body to contact you if needed to discuss your respons
es?

Yes

Do you want your response to be treated confidentially by the SORP-making body and not
published?

No

Are you responding:

As an individual

Responding on behalf of an organisation/body

If responding on behalf of an organisation or body, please provide its name :

No Response

Please select what best describes the organisation:

No Response

A charity applying FRS 102 and the Charities SORP

What was the last reported gross income as set out in the charity’s last annual accounts?

No Response



A user of accounts prepared under FRS 102 and the Charities SORP
In which capacity were you using accounts prepared under FRS102 and the Charities SOR
?

No Response

An accounting firm / auditor

How many charity clients do you supply your services to?

No Response

An accounting firm providing independent examination services to
charities

How many charity clients do you supply your service to?

No Response

A sector body

How many member charities does your organisation have?

No Response

Responding as an individual

Which of the following describes you?

Other (please specify):
Vendor of Finance Software

Question 1: Do you support the move to three tiers?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

Nice and clear. | would prefer the tiers to be called Small, Medium and Large for simplification. It is one
less term to learn.

Question 2: Do you consider that the proposed thresholds have been set at an appropriate
monetary level in order to support a proportionate approach to reporting?

No



Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

According to Gemini charity numbers fall in the following bands: 142,619 (83%) < £250K; 8,798 (5%)
£250K to £500K; 5,543 (3%) £500K to £1M; 7,289 (4%) £1M to £10M; 1,615 (1%) > £10M. Extending
Tier 1 to £1M would simplify the SORP for a much larger proportion and reinforce the argument for a

separate version of the SORP for Tier 1 charities.

Question 3: Do you agree that the Exposure Draft SORP clearly sets out the proposed repo
rting requirements for each tier?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 4: Do you agree that charities within the largest income threshold should be referr
ed to as 'tier 3' charities, or should they be referred to as 'tier 1' charities?

Agree with tier 3

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

But would prefer "Large"

Question 5: Do you have any additional comments in relation to the proposed tiered reporti
ng structure in the Exposure Draft SORP?

| think the charities who fall outside the scope of the SORP with income less than £250,000 should be
included in the banding for simplification and to reinforce the fact that the SORP does not apply them
unless they wish, and some do. Perhaps ca | them Tier 0 or Exempt charities.

Question 6: Do you agree that including prompt questions will help trustees to develop their
Trustees’ Annual Report?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

Great addition.

Question 7: Do you consider the requirements for impact reporting for each tier to be propo
rtionate?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response



Question 8: Do you consider the requirements for sustainability reporting for each tier to be
proportionate?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 9: Do you consider the disclosures for volunteers to be proportionate?

Yes
Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

Reinforces the value that volunteers contribute

Question 10: Do you consider the explanation of reserves in the glossary helpful?

No
Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

It should be in the body of the SORP and must be a separate disclosure note.

Question 11: Do you consider the disclosures for reserves are proportionate?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

A useful explanation. A charity without reserves looks very precarious.

Question 12: Do you consider the requirement for tier 1 charities to provide a summary of t
heir plans for the future is proportionate?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

For potential donors it is very useful information, regardless of the size of the charity.

Question 13: Do you consider that the additional disclosure will help to explain the treatmen
t of legacies in the accounts?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response



Question 14: Do you have any other comments on module 1 and the proposals for the Trus
tees’ Annual Report?

A summary checklist for each tier would be very useful.

Question 15: Is the example table helpful?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

MASSIVELY USEFUL. But there are lots of small presentation improvements which would be helpful.
Most useful would be to change "Further Details" to "Categories” to assist the design of the Chart of
Accounts and don't overlap the numbering with the Balance Sheet.

Question 16: Do you have any other comments on module 47?

The examples are very helpful. You do not explain JCE. You do not show explicitly where Exceptional
items should be included. Spend more time on the presentation of the tables; copy paste from Excel is
lazy! Include a heading Overheads in the Natural Classification which should follow an EBITDA format.
The wording for the Reconciliation of Funds should tie-in exactly with the Balance Sheet, it does not at
the moment which is confusing.

Question 17: Does the module explain the relevant requirements of the five-step model in F
RS 102 in a clear and understandable way?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 18: Do you find the module easy to navigate as drafted?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 19: Do you consider that the guidance on exchange and non-exchange transactio
ns should be set out in separate modules of the SORP rather than separate sections of the
same module?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

This is part of a bigger problem. The sequence of the modules overall is confusing. Apply the 80/20 rule.
The SORP should lead with the SoFA and Balance sheet and the core information for these and then add
to these with the edge cases which only apply to larger charities.



Question 20: In the Exposure Draft SORP, all the disclosure requirements are listed at the
end of the module. Would it be clearer instead to set out the relevant disclosures at the end
of each section within the module?

No

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

End of the module is good - once the modules have been re-sequenced!

Question 21: Do you consider this clarification a helpful addition to the SORP?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 22: Does the module set out the accounting requirements for legacy income clear
ly?

Yes

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 23: Accounting for legacies can be a complex area for charities to navigate. Is the
re a need for further guidance on this topic outside of the SORP?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 24: Do you have any other comments on module 5?

Examples are needed.

Question 25: Do you find the module easy to navigate as drafted?

No
Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

Hate the numbering: 10, 10A and 10B. It reeks of muddled thinking and will confuse readers.

Question 26: Does the module explain the relevant requirements of FRS 102 in a clear and
understandable way? Please select all options that apply.

Yes



Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

Love the examples.

Question 27: Does the section (paragraphs 10B.68 to 10B.84) on arrangements that are si
gnificantly below market value provide clarity on how to account for such arrangements?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 28: Are the additional disclosure requirements set out in paragraphs 10B.95 and
10B.129 reasonable for charities with such arrangements?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 29 - please provide any other comments you have on module 10B:

No Response

Question 30: Do you agree with the proposal in the Exposure Draft SORP that only tier 1 a
nd tier 2 charities, that do not meet the small entity threshold, and all tier 3 charities are req
uired to prepare a statement of cash flows?

No, this should be required of all tier 2 and 3 charities

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

The Cash Flow statement is poorly understood generally and should only apply to Tier 3 charities. For
consistency it must be prepared by Fund type. This comment applies equally (and perhaps more
importantly) to the Balance Sheet.

Question 31: Do you have any other comments on module 14?

No Response

Question 32: Do you agree that the additional disclosures are helpful?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 33: Do you agree that the additional disclosures are proportionate?

No opinion



Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 34: Do you have any other comments on module 207

No Response

Question 35: Do you agree with the new approach to using the generic term ‘social investm
ents’ instead of referring to ‘programme related’ and ‘mixed motive’ investments?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 36: Do you agree that the simplification of how gains and losses on social invest
ments are reported is beneficial?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 37: Is the Exposure Draft SORP clear on the requirements for comparative figure
s and disclosures?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 38: Do you think there is a need for further guidance on the treatment of compara
tive figures and disclosures in this area?

No opinion

Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

No Response

Question 39: Do you have any other comments on module 21?

No Response

Question 40: Do you agree that the drafting, structure and proposals in the Exposure Draft
SORP support the needs of smaller charities whilst addressing the needs of users of charit
y reports and accounts?

No



Please provide any reasons for your answer here, if you wish to do so: (250 word limit appli
es)

The SORRP is far too large and intimidating for smaller charities. The confusion is compounded by the
poor sequencing of the modules. A separate, much shorter version would be a HUGE improvement.

Question 41: Do you agree with the SORP-making body’s decision to continue to disallow t
he application of Section 1A?

No opinion

Please provide reasons for your answer or suggestions on how you think Section 1A could
be applied differently: (250 word limit applies)

No Response

Question 42: Do you have any other comments on the Exposure Draft SORP?

The SORP should use its terminology more accurately with "Reserved” words. Specific examples are
"Purpose" or "Objectives" decide on one and stick to it. "Activities" should only apply to the work that is
undertaken to further the charity's "Objectives”. "Encourage” has crept in to the terminology over and
above "must”, "should" and "may". A model chart of accounts would be very helpful. The SORP requires
multi-dimensional accounting software for funds and activities, it would be useful to have a register of
SORP compliant software. There should be qualifications on the accounting professionals to evidence
their expertise on the SORP. The publicity around the SORP is very poor. Many, many finance treasures
are completely unaware of its existence. Thank you for the opportunity to contribute.





