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Agenda for today
o Why a new SORP now?

o Key changes

Å Tiered reporting

Å TrusteesĦ annual report

Å Financial statements

o How to prepare

o Further resources

o Q&A



Why a new SORP 
now?





The SORP engagement process

 



New SORP for 2026
o Effective for periods from 1 

January 2026

o 31 December 2026 first year-

ends 

o Be mindful of shortened 

accounting periods!





Why a new SORP 
now?
o To incorporate changes to 

FRS102

o Charities Act and CCEW 
guidance

o To address feedback from 
engagement strands and users 
of the SORP

Å ĨThink Small Firstĩ

Å Simplify where possible

Å Overall structure and 
presentation of the SORP

Å TrusteesĦ annual report

Å Specific accounting issues



Key changes



Tiering

3 tiers vs 2 to allow 
for more 
proportionality

More options 

Options for small 
charities clearer

FRS102

Income 
recognition and 
leases

Clarity

Clarity on challenging 
areas e.g. funds, 
reserves, legacies, 
narrative reporting

WhatĦs new in theSORP?



Tiered reporting

o Tier 1 up to £500k income

o Tier 2 from £500k to £15m income

o Tier 3 the very largest charities (>£15m)

¸ Thresholds consistent with existing ones

¸ But do not align with audit thresholds

¸ Each section sets out requirements for each tier

¸ Scope & application section explains tiers 



Tiered reporting
o Total income  as shown in the Statement 

of Financial Activities for all funds, but:

Å excluding  the receipt of any 

endowment 

Å including  any amount transferred 

to income funds during the year 

from endowment funds

Not different  - just often misunderstood



TrusteesĦ 
Annual  
Report



Context for reporting not changed

Legal purposes

Aims and objectives

Activities (outputs)

Achievements (outcomes)

Difference made (impact)



TrusteesĦ annual report

o Must/should/may remains

o Same structure ģ increasing detail

o Impact reporting expectations

Å Prompt questions

o Tier 3 specifics

Å Performance of material fundraising  activities

Å Effect of expenditure on fundraising  on return

Å Factors affecting financial performance in future



TrusteesĦ annual reportģ prompts

Objectives and activities ģ tier 2+

o What aims and objectives have trustees set for the charity this period and how has the charity performed against these?

o What significant activities does the charity undertake and how do these contribute to the achievement of the charityĦs

stated aims and objectives?

o What are the changes or differences the charity seeks to make through its activities?

o What are the charityĦs strategies for achieving its stated aims and objectives?

o What criteria or measures does the charity use to assess success in the reporting period?

Achievements and performance ģ all tiers

o In what way has the charityĦs work made a difference to the circumstances of its beneficiaries?

o Has the charityĦs work provided any wider benefits to society as a whole?



Reserves

o All tiers

Å Reserves policy and why

Å Amount  of reserves and why

o Explicitly defines Ĩreservesĩ

Å that part of a charityĦs unrestricted funds that is

freely available to spend on its charitable purposes

o TAR reserves need to be consistent with accounts

Å If not evident, must provide a reconciliation 



Volunteers

o Tier 1

Å Explanation to help the user to understand the scale 

and nature of the activities undertaken by 

volunteers and the input from volunteers  

o Tier 2+

Å Info on number of volunteers

Å Activities volunteers support or help to provide

o All tiers 

Å Notes must include details of contribution of 

general volunteers  



Sustainability

o Tier 1 & 2

Å May  explain how charity is responding to and 

managing ESG matters

Á ESG: Environmental, Social, Governance 

o Tier 3

Å Must  do the above



Other changes
o Plans for the future

Å Now required for all tiers

Å Previously only large charities

o Financial review ģ legacy income

Å Tier 2+

Å Should comment on impact of material 

legacy income recognised prior to 

resources being received

Å Expected to help users understand 

timing differences



Financial Statements

SoFA - Natural classification

o Available to Tier 1 only

o Optional  alternative to activity -based reporting

o Present Ĩrelevant analysis of components of

income/expenses incurredĩ

ÅNo staff costs table (unless non-small companyĮ)

ÅNeed all other staff cost disclosures



SoFA for smaller 

charities

o Natural classification 

option for Tier 1

Å Illustrative SOFA 

(table 3, section 4)

 

Unrestricted 
funds

Restricted 
income funds

Endowment 
funds

Total funds
Prior 

period
Total funds

£ £ £ £ £

Income and endowments from:

(e.g.) Donations and legacies

(e.g.) Charitable activities

(e.g.) Other trading activities

(e.g.) Investments

(e.g.) Other

Total

Expenses incurred:

(e.g.) Salary-related costs

(e.g.) Premises-related costs

(e.g.) Grants made

(e.g.) Interest expense

(e.g.) Depreciation

(e.g.) Impairment charges

(e.g.) Other expenses

Total



Activity basis
o Analyse income and expenditure by activity 

¸ E.g. shops, residential care, gallery

o Link to activities described in trusteesĦ report

o SoFA shows raising funds and charitable 

activities

o Notes show direct costs, support costs and 

governance costs



Income recognition
changes
o Exchange transactions

Å SORP sections 5.9 - 5.53

Å Specific guidance on membership and 

royalty income

o Non-exchange transactions

Å SORP sections 5.63 onwards

o Disclosure requirements

Å All grouped at the end 5.102 - 5.114



Non-exchange transactions
o Receives value from a donor or grantor, 

and given freely but without providing 

equal value in exchange

o May have performance related conditions 
or other terms limiting recognition

o Specific examples are:

Å Donations of money, goods, facilities or 
services

Å Legacies

Å Grants including government and 
capital grants

Å Investment income



Exchange transactions
o Income from goods or services supplied 

under contract with third parties

o The considerations reflects the amount the 

charity expects to be entitled to

Å Specific examples are

Å Contracts and longer-term contracts

Å Membership subscriptions where right 

to services

Å Royalties / licences

Å Participation fees for fundraising 

events

Å Corporate sponsorship



Five step revenue recognition model

 

1
Identify your customer contract

2
Identify the performance obligations in the 

contract

3
Determine the transaction price

4
Allocate the price to the obligations

5
Recognise revenue when the performance 
obligations are satisfied



Exchange transactions   
examples
o Bundled services

Å Training and examinations

o Variable consideration

Å Royalties

o Licenses

Å Right of use

Å Right of access

o Non-refundable fees

Å Joining fees



Income recognition - legacies
o Still open to interpretation

o Receipt of legacy income is normally 

probable when all of the following met:

Å Grant of probate

Á Scotland - grant of confirmation

Å Executors establish sufficient assets to pay

Å Conditions are in control of charity or met

o Events after reporting period

Å Adjust if clear payment agreed by executors 

prior to year -end but paid or notified after



Lease accounting - w hat has 
changed
Old rules

o Finance leases

Å transfer the risks and rewards of ownership

o Operating leases

Å do not transfer the risks and rewards

Distinction now gone

Å Single accounting treatment for lessees


