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This booklet is designed to ensure PCC Treasurers and
Secretaries are aware of the changes that will be required for
your PCC Report and Accounts in 2006, as a result of “SORP
2005” — the Charity Commission’s revision of the “Statement
of Recommended Practice”.

Two new editions of The Charities Act and the PCC will be
published on November 24th — one for large PCCs, the other
for smaller ones (i.e. those above or below the accruals
threshold — see page 3 to know which applies to you). One
free copy of the appropriate Guide will be sent to every PCC
Treasurer. The Guides contain full worked examples of PCC
accounts (in both Accruals and Receipts & Payments forms)

In this booklet we have also included

e some additional guidance on common areas of
misunderstanding

e a brief list of the main resources available to parish
treasurers.

We are grateful to colleagues in the Gloucester Diocese and
at Church House Westminster for the material on which this
booklet is based.

Mike Coombs, Finance Director

Revd Stephen Lynas, Parish Resources Adviser

The table shows whether you are required to prepare your
accounts in the Accruals or the Receipts and Payments method.

It also shows:
e  Which version of the PCC Guide you need

e  Whether you should have your Accounts ‘audited’ or
‘independently examined’.

Start on the top row with your annual income, and then read
down.

Annual income  Less than Between Over £250K
£100K £100K - (income or
£250K .
expenditure)
" Receipts & Accruals Accruals
$ Payments
(or Accruals)
%& ~ Examination Examination  Audit
(
D R&P version Full Version  Full Version
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PCCs are charities, and need to comply with charity law. The
Charity Commission regularly review the Statement of
Recommended Practice for accounting and reporting (SORP)
and periodically issue updated guidance.

SORP 2005 comes into effect for PCCs from this financial year
— ending 3Ist December 2006 - and should be used in the
preparation of financial statements and Annual Reports.

Whilst general principles have not changed, there have been a
number of amendments, particularly in the recommended
approach to the Annual Report.

The Guide gives clear and helpful comment on how a PCC
should prepare the Annual Report.

This summary highlights the difference SORP2005 will make to

e PCC Secretary (or person who usually oversees the
main written Reports) — see section 3.1, pages 6-12

e PCC Treasurer (who prepares the written financial
report and the accounts) — see section 3.2, pages |13-15
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It is suggested that the PCC Secretary should lead preparation
of the Report, in collaboration with the Incumbent as Chair of
the PCC, and the Treasurer.

Whilst the requirements may look very long, the resulting
Report need be no more than a couple of pages long.

Remember, your Examiner/Auditor will want to see at least a
draft of the Report.

The revision of the Annual Report to conform to SORP is
largest in the first year. In addition to examples in the Guide, a
sample outline is available on the web in Word format at
www.parishresources.org.uk/samplereport.htm




SORP 2005 made a number of significant changes to the
Annual Report that are designed to link more closely the
objects, aims, objectives for the year, and activities planned for
the year, with the outcomes achieved.

The report should explain the governance and management
structure and enable the reader to understand how the
numerical part of the accounts relates to the organisational
structure and activities of the PCC.

The full content of the report is recommended as best
practice for all PCCs, but for those PCCs that do not require
an audit (currently if gross income and expenditure for the
year are both less than £250k) there are some significant
reductions in the disclosures.

Where a disclosure is optional for smaller PCCs it is marked
with an asterisk. #*

The main areas of change, detailed on the following pages, are:
e Reference & Administrative information
e Structure, governance & management
e Objectives and Activities
e Achievements and Performance
e Financial Review
e Funds held as Custodian Trustees on behalf of others

e Plans for Future Periods

This information should be given each year, even though much
of it may be the same as for the previous year, it may be
recorded separately from the main body of the report:

e The full parochial name (town/village and church
dedication) of the ecclesiastical parish.

e The location of the church (or address if it has one)
and the correspondence address. This will be the

church office, that of the incumbent or of an officer of
the PCC.

e The names of all the members of the PCC who have
served since the commencement of the financial year
until the approval of the accounts. This is a list of all
those who have been trustees of the charity.

e The names and addresses of bankers, legal and other
advisers to the PCC, and of the independent examiner
or auditor ¥

e The name of the person/group to whom day to day
management is delegated e.g. the Incumbent. 3%
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This section should make clear to the reader the legal
framework within which the PCC operates, and how decisions
are made. It should include:

An explanation that the PCC is a charity excepted from
registration with the Charity Commission and, if the
PCC has any related trusts or charities, an explanation
of the relationship of the PCC to these trusts.

A statement that the appointment of PCC members is
governed by and set out in the Church Representation
Rules.

A brief description of how the PCC is organised in
order to carry out its aims and objectives.

The policies and procedures adopted for the
recruitment, induction and training of PCC members.
¥

A statement confirming that the major risks to which
the PCC is exposed, as identified by the PCC
members, have been reviewed and systems or
procedures have been established to manage those
risks.

This section establishes the framework under which the PCC
has operated in the year and its intentions. It should set out:

A statement of the aims and objects of the PCC. The
PCC (Powers) Measure 1956 summarises the
charitable objects of the PCC as ‘to co-operate with
the minister in promoting in the parish the whole
mission of the Church, pastoral, evangelistic, social and
ecumenical’. Mission/Vision statements can also be
included.

An explanation of the PCC’s main objectives for the
year. These may remain largely constant from year to
year but may also include a particular focus for a year.
*

An explanation of the strategies and activities that have
been adopted to enable the PCC to achieve its
objectives. ¥

An explanation of the contribution of volunteers where
they play a significant role in either the charitable
activities of the PCC or generating funds.

The policy for making grants or donations should be
given (including how potential recipients are identified).
*



This section sets out the outcomes from the planned
strategies and activities in the year in the context of the
objectives which the PCC set.

For a PCC not subject to the requirement for an audit this
section will probably be a summary of the main achievements
for the year.

Larger PCCs should include:

e A review of the charitable activities undertaken that
explains the performance achieved against the
objectives set. ¥

e Where they are material, a review of the performance
of fundraising activities against the objectives set for
them.

e Where material investments are held, details of
investment performance against the investment
objectives set. ¥

e A commentary on those factors within and outside the
PCC’s control that are relevant to the achievement of
the objectives.

The written report will paint a picture of the financial position
of the Church (including any subsidiaries) which will
supplement the accounts and assist the reader in
understanding what it is that they are being asked to support
financially and how those resources are being stewarded and
used. This section of the report should also include:

e A statement of the PCC’s policies on the reserves that
are held stating the level of reserves held and why they
are held.

e An explanation of the circumstances which have given
rise to any fund which is materially in deficit and details
of any steps being taken to eliminate that deficit.

e Details of principal funding sources and how
expenditure in the year under review has supported
the PCC’s key objectives. %

e  Where material investments are held, the investment
policy and objectives, including the extent to which
social, environmental or ethical considerations are
taken into account. ¥



In some circumstances the PCC may act as a custodian trustee
for the assets of another charity. Where this is the case the
report should give a brief description of the assets held; the
name and objects of the charity on whose behalf they are held
and an explanation of how this fits with the objects of the
PCC; and details of the arrangements for the safe custody and
segregation of such assets from those of the PCC.

For larger PCCs the report should then provide the reader
with an explanation of the PCC’s plans for the future (this will
be the current year at the time the report is presented),
including the key objectives and activities planned to support
them. These will then form the basis of the objectives and
activities section of the next report.

Whilst the majority of the changes between SORP 2000 and
SORP 2005 are to do with the Annual Report, there are some
changes relating to accounting.

The three principal changes are in the areas of:

e  When to recognise incoming resources and resources
expended for some grant income.

e Activity accounting rather than “functional” basis

e The introduction of “heritage” assets

&,

In relation to the recognition of incoming resources the
principles set out in SORP 2000 of entitlement, certainty of
receipt and reliability of measurement have all been retained
with additional guidance identifying the point at which
entitlement to the income is likely to arise and hence be
recognised for:

e Grants with conditions (recognised when conditions
for receipt are met or fall within the control of the
receiving charity)

e Unconditional grants (recognised when receivable).
Implications For PCCs

Take particular care with legacies and grants (especially multi-
year grants, and those with conditions attached e.g. successful
completion of different stages of a capital project).
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Since SORP 1995 the Statement of Financial Activities (SOFA)
has provided for the analysis of resources expended based on
a ‘functional’ split. SORP 2005 changes this to provide for the
analysis of resources expended based on activity.

PCCs with annual incoming resources over £250k must
follow this practice. It is optional for others.

There are three main activity groups:

J 6 * 8 (achieving the charity’s charitable
objectives), The majority of operating costs of running and
maintaining the Church, charitable donations, expenses and
mission activity.

o * 8 (raising funds to expend on
charitable objectives) Costs of any professional fundraiser
used, costs of rooms, equipment, materials and literature
for any fundraising activity.

e ) * * 8 (overseeing the work of the
charity). Most PCCs would have relatively little in this
category : Audit/IE fees, hire of room for PCC meeting, cost
of administering the PCC.

The SOFA also provides for the analysis of incoming resources
by activity, in particular breaking down incoming resources
from generating funds into the following categories:

e 9 8 " including all giving, donations and
collections, including those for special appeals.

. * " " including all

fundraising events, bookstalls where the primary aim is to
raise funds, church hall lettings

- - -

The term ‘Heritage Assets’ is now used in place of ‘inalienable
and historic assets’ and is more narrowly defined as tangible
fixed assets that are of historical, artistic or scientific
importance and are held to advance the preservation and
conservation objectives of a charity.

Implications For PCCs
It is very unlikely that PCCs hold such assets.

If held, SORP2005 requires a separate line in the balance sheet
(Accruals accounts only)

Can be omitted if difficult or costly to attribute a cost or value
to them.
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The SORP requires your Financial Statements to show clearly
which PCC funds are Restricted or Designated Funds. Too
many funds are classed as “restricted” when they are merely
“designated”.

. have had a restriction imposed on
them by either explicitly by the donor, or implicitly by
the means of soliciting the gift e.g. a specific appeal for
the church roof repairs.

° " are ones that the PCC has decided
it will use for a specific purpose.

. Try to avoid creating restricted funds — if the PCC
wishes to set aside some money for a specific purpose it can
designate the funds. You may need to check back in old PCC
minutes or other documents to see if a fund really is restricted
or designated.

PCCs should present in their annual financial statements ALL
the monies they are responsible for.

However, it is not always easy working out what those should
be! Refer to the full Guide for details of how to check
whether monies are under PCC control or not.

#.

In some cases, the PCC simply banks money received for
another charity, and then writes out a cheque to them (e.g.
envelopes collected during Christian Aid week, or by putting
special gift envelopes out for another charity). These ‘conduit’
or ‘postbox’ funds should not be included in the accounts of
the PCC.

Money collected during a Church service, however, or money
on which the PCC claims Gift Aid for onward transmission to
another charity should be included in the accounts.

-. - < 6

PCCs that are producing accounts using the Receipts and
Payments basis must produce a “statement of assets and
liabilities”. You should not call it a ‘balance sheet’.

This statement should not only include cash and deposit and
investment assets, but should include fixed assets. You should
note:

All consecrated assets and parsonage houses should be
excluded. However, other buildings or assets owned by the
PCC should be listed.

You do not have to value the assets, nor list them individually.



In order to give a true picture of the PCCs finances, the
Financial Statements should include further detail as
appropriate as Notes to the accounts. This must include the
accounting policies, often as one of the first notes to the
accounts.

The Charity Commission also recommend (for R&P), require
(for Accruals) details of any payments to PCC members to be
listed in the notes to the accounts.

Other notes should be added as appropriate.

Check that figures used in the notes are consistent with the
numbers in the main statements.

. " "

To complete the requirements, Annual Report and Financial
Statements should be:

e approved by the PCC before the Annual Meeting
e signed by the Chairman of that PCC meeting.

The date that it was approved shown in the report. A copy of
the signed audit/examination report should be included within
the accounts.

The Annual Report and Financial Statements should be
circulated together.

The Charities Bill is passing through Parliament. It has now
passed through the Lords, and completed the Committee
stage of the Commons. It is expected to be enacted in
November 2006.

There are two main implications for PCCs :

e Proposed audit threshold will be: Income over £500k
or; income over £100k if gross assets (before
deduction of liabilities) exceeds £2.8m.

e It is likely to require PCCs over £100k of income to
register with the Charity Commission.

- . (
It probably means less than you might expect! Many things
don’t change - PCCs are charities now, and are required to
fulfil Charity law. PCCs are already required to prepare an
annual report and accounts and have them audited/ examined
according to SORP.

For PCCs over £100,000 income

PCCs with over £100,000 income (who will be using Accrual
accounting) will need to:

a) Register with the Charity Commission

b) Send a copy of the annual accounts along with an annual
information return to the Commission.



a) Registration of PCCs

PCCs with income over £100,000 will need to register
with the Commission.

The Church is working nationally to ensure a simplified
process with the Commission, as our Governing
Documents are standard ones defined by statute (PCC
Powers Measure and Church Representation Rules).

In due course, a copy of detailed notes and the simplified
form will be available at:
www.parishresources.org.uk/registration.htm

We will notify you when this is ready (mid 2007?). Please
DO NOT seek to register before this.

b) Reporting to the Charity Commission

PCCs registered with the Charity Commission will then
need to complete an annual information return for the
Charity Commission e.g. details of new trustees etc

You will need to attach to this a copy of your annual
accounts to the Charity Commission, which will also be
required to be sent to the Diocese.

We will seek to make this process easier, by seeking to
standardise these accounts with the annual finance return
for all PCCs.

In place of the previous single “Green Guide”, there are now
two publications:

An upgraded “SORP 2005” full edition for PCCs using
accrual accounts.

The Charities Act and the PCC: A complete guide to the
SORP2005 revisions, 3™ edition

ISBN: 07151 1021 7 Price £8.99

A simpler “Receipts and Payments” edition for PCCs
with incomes under £100,000.

The Charities Act and the PCC: preparing Receipts and
Payments Accounts
ISBN: 0715110233 Price £5.99

Independent Examiners of R&P PCCs may use this
book, although some may prefer to use the full edition.

Each PCC will receive one free copy of the appropriate Guide

On the Internet

There is a new national website for Parish Officers,
www.parishresources.org.uk for electronic copies of
the latest guidance, information on Gift Aid, resources
to help promote parish giving etc.

www.charity-commission.gov.uk is the Charity
Commission’s website which is a useful source for all
aspect of Charity regulation. Many helpful booklets are
downloadable from this site.




The team at the diocesan office in Wells are always happy
to advise PCCs or individual PCC officers. Feel free to
ring or email us with your queries, whether they are
large or small!

Ring us on 01749 670777 or email.
Finance Director: $ ! "6

mike.coombs@bathwells.anglican.org

Assistant Accountant: <8

lyn.thomas@bathwells.anglican.org

Parish Resources Adviser: * , <8

stephen.lynas@bathwells.anglican.org

The Parish Resources area of the diocese’s own website
www.bathandwells.org.uk contains useful information for
Treasurers
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