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Guide from

[insert your firm’s name here]
Tel: [insert telephone number here] Email: [insert email address here] [Insert web address here]

[Insert a line about your business here]
Charities: improving accounts and reporting
A benchmark for the external scrutiny of charity accounts is being applied by the Accountancy Services Team at the Charity Commission from August 2019. It will be used as the basis for examining charity reports and accounts prepared by trustees and scrutinised by independent examiners or auditors. It is therefore important that trustees, independent examiners and auditors review and understand the benchmark.
The Charity Commission highlights that all external scrutiny of charity accounts needs to “meet a minimum standard thereby assuring the public that they can read the accounts with confidence”. By setting a benchmark the commission can give “trustees and the reader and user of charity accounts a way of checking that the basics will have been covered”.
The benchmark report highlights that:

· “an independent examiner or auditor plays an important role in underpinning public confidence in charities because their work involves a review of the charity’s accounts. The auditor gives an opinion as to whether the accounts are ‘true and fair’ whereas the independent examination undertakes a limited check of certain specific matters” and

· “Trustees and the reader or user of those charity accounts will expect that the external scrutiny was done properly.” 
The Charity Commission has highlighted that when applying the benchmark it should be proportionate to the size and legal form of the charity being reviewed, with more expected where the accounts are prepared on an accruals basis under the Charities Statement of Recommended Practice (SORP). Therefore, the benchmark comprises 15 criteria, nine of which apply irrespective of whether the external scrutiny is of receipts and payments or accruals accounts. The other six criteria apply only to the external scrutiny of accruals accounts. 
Criteria that apply to the external scrutiny of receipts and payments and accruals accounts: 

	Trustees’ annual report 

	For registered charities, there is a trustees’ annual report or, if a company, a combined trustees’ annual report and directors’ report 

	External scrutiny report 

	There is an independent examination report or audit report 

	There is an audit report if an audit is required by the charity’s size 

	The external scrutiny report is worded correctly with reference made to the correct legislation 

	The accounts 

	There is a receipts and payments account or a statement of financial activities 

	There is a statement of assets and liabilities or a balance sheet 

	The accounts are internally consistent, ie the closing funds balance within the receipts and payments accounts or statement of financial activities is consistent with the statement of assets and liabilities or balance sheet 

	The accounts add up correctly 

	Unrestricted and restricted funds are clearly identified 


Criteria that apply to the external scrutiny of accruals accounts only: 

	The accounts 

	The accounts have been prepared on an accruals basis, if required by the charity’s size or because it is a company 

	The accounting policies note states that the accounts have been prepared under the correct Charities SORP 

	The notes disclose all of the required related party transactions as required by the Charities SORP 

	The statement of financial activities either incorporates an income and expenditure account or there is a separate income and expenditure account, if the charity is a company 

	Consolidated accounts have been prepared if applicable and required by the charity’s size 

	There is a cashflow statement, if required by the charity’s size 


The responsibility for the preparation of the trustees’ annual report and accounts lies with the trustees, who must:
· check whether their charity may have its accounts independently examined instead of     audited

· appoint a suitable person to carry out such independent examination, and

· prepare for such independent examination.
A benchmark for the external scrutiny of charity accounts states that “If an Independent Examiner or Auditor has flagged any failings as concerns in the Independent Examiner’s report or as matters for attention in their audit opinion the scrutiny may not fail the benchmark.”
The benchmark can be found here. 
The Charity Commission has updated its 
‘Independent examination of charity accounts: guidance for trustees (CC31)’
September 2019
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This is a basic guide prepared by ACCA UK's Technical Advisory Service for members and their clients. It should not be used as a definitive guide, since individual circumstances may vary. Specific advice should be obtained, where necessary.

1
1

