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Agenda

WHAT? Brief intro to the Independent Examination report and
process

WHEN?  when does a charity need an IE?

HOW? Getting the numbers ready

Writing the Trustees Annual Report

WHQO? Who is eligible to be an IE?
ACIE

WHAT Letters — Engagement, Management, Representation
ELSE? What are the trouble spots?



WHAT?




What are you aiming for — a clean |E Report

Responsibilities and As the chanty frustees of the Trust, you are responsible for the preparation

basis of report of the accounts in accordance with the requirements of the Charities Act
2011 (“the Act").

| report in respect of my examination of the Trust's accounts carmed out
under section 145 of the 2011 Act and in carrying out my examination, |
have followed the applicable Directions given by the Chanty Commission
under section 145(5)(b) of the Act.

Independent | have completed my examination. | confirm that no material matters have

examiner's statement  come to my attention (other than that disclosed below *) in connection with
the examination which gives me cause to believe that in, any matenal
respect:

« accounting records were not kept in accordance with section 130 of
the Act or

« the accounts do not accord with the accounting records

| have no concerns and have come across no other matters in connection

with the examination to which attention should be drawn in order to enable a
proper understanding of the accounts to be reached.

https://www.gov.uk/government/publications/independent-examiners-report-
template-for-receipts-and-payments-accounts (England and Wales Receipts and
Payments Accounts)



https://www.gov.uk/government/publications/independent-examiners-report-template-for-receipts-and-payments-accounts

Qualified Independent Examiner’s report

Examiner
“qualifies”
report on
basis of:

Accounting records not kept to required standard

Accounts not in accordance with accounting records
Accounts not in required format

Report on material expenditure or action outside of the trusts
A failure to be provided with information or explanations by
trustees or employees

Material inconsistencies between the accounts and TAR

May be possible to resolve prior to signing



What is the IE process!?

* Books up to date & collate docs

* Draft Accounts (IE may if agreed) and TARj

* Carries out IE per CC directives

* Agree any amendments to accounts

* Formally approve Accounts & TAR

* Signs |E Report

* Submit to CC/present to AGM etc

€€



WHEN?




When does a charity need to have an Independent
Examination?

Constitution

Regulations (CC15d)

Good practice



Thresholds for Accounts E&VV CC|5d

Gross Income Basis of Accounts
Prep

Scrutiny required
(unless gov doc says

otherwise)

Trustees Annual Submissions to CC
Report

< £25k R&P (not companies)
or Accruals

£25k to £250k R&P (not companies)
or Accruals

£250k to £Im and Accruals

gross assets < £3.26m

£250k to £Im and Accruals
gross assets > £3.26m

None

IE

IE by individual who is
member of named
Professional Body

Audit

Required but ‘smaller  If reg’'d and income
charity’ content >£ 10k Annual Return
short form

Required but ‘smaller  Annual Return &

charity’ content Accounts
Required Annual Return &
<£500k ‘smaller Accounts

charity content’
>£500k full report

Ful report required Annual Return &
Accounts

NB in Scotland the audit threshold is £500k and all accruals accounts must be examined by

member of named professional body

ACIE




HOW?




Your responsibilities — CC3 |

https://www.gov.uk/government/publications/independent-
examination-of-charity-accounts-trustees-cc3 |

Good to go back to the authority

ACIE


https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31

Getting ready

rAsk |E for checklist (or use ACIE one)

s

Get your books up to date

.

s

Draft your accounts & Trustees Annual Report

.

r

Make a file that backs up your numbers - lots of lists

.

* Equipment and other assets

* Year end creditors & accruals — listing and calculations

* Year end debtors & prepayments — listing and calculations
* Bank balances

[Make sure you know where everything is

* Grant paperwork
* Trustee minutes — signed!



Who prepares the accounts!?

Trustees have responsibility for the accounts, they are your
numbers

But — that doesn’t mean you have to do the technical work
yourselves.

Keep proper accounting records and you can ask someone else to
turn that information into compliant format



R & P vs Accruals accounts™

[Constitution J
* If wording says “true and fair” or Balance Sheet = Accruals

[Donors J
* Some donors prefer accruals

[Good Practice J

* May want to explain more about finances than cash accounting offers
* Fixed assets to depreciate
* Significant gifts/services in kind
* Investments or other complex transactions
* Charity growing
* Can always add extra notes to R&P — try Scottish layout

* if regulations allow choice



Make sure Trustees Annual Report is consistent

[Examiner will compare & identify inconsistencies ]

 Activities in TAR < Activities in SOFA/R&P
 Financial Review <> Figures in the Accounts

* Narrative <& Financial Results
{ )

Point out inconsistencies - seek amendments

. J

TAR - Public Benefit Statement requirements

\. J




What does an Independent Examiner do!?

Obtain an
understanding of the
charity in order to
plan specific
examination

Review accounting
records to ensure
that they are properly
kept

Make sure accounts Range of compliance
are consistent with duties re form and
accounting records & content of accounts &
not misstated annual report

ACIE



Accounting records — required standard

Records must;

show & explain money received & spent day by day
* record assets and liabilities

show financial position at any time

* produce statement of account

p
Appropriate for the size, scale and nature of the charity’s

transactions
\_

7

Be kept for 6 years

\_




WHO?




Who can be an Independent Examiner?

Independent

Requisite Ability

Practical Experience

They need to know about CC32

https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-
trustees-cc3 | /independent-examination-of-charity-accounts-trustees



https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31/independent-examination-of-charity-accounts-trustees

That being said....

Competency  Practical experience - similar charity, or relevant commercial.
- accruals

accounts . .
Previous IE experience

Good working knowledge - charity a/cs, FRS 102 & SORP

Qualifications  SHOULD be held for all accruals accounts IE (E&W)

And MUST be held when gross income is > £250,000 (for all
in Scotland)

member of listed body



Examiner conflicts of interest

Examiner member of the charity
may be:

involved as a fund raiser, volunteer or even beneficiary.

accounting professional who formats the
accounts/makes corrections before completing the IE.

(limited circumstances where a firm of accountants
may keep the books and provide the examiner).



How to choose your |E

Contact ACIE
http://www.acie.org.uk/

Ask local organisations — community
accountants, NAVCA members

Remember cheap # value for money


http://www.acie.org.uk/

WHAT ELSE?




Management Letters

* not serious enough to report to the
CC

* not serious enough to qualify the IE
Report

* doesn’t fit the areas of concern for
the |E Report

Examiner may send if concern:

No standard format/legal
weight

Good practice for you to
consider and respond

Not taking action on significant
management letter points can
be reason for qualifying in
future years




Letter of Representation

Letter IE drafts on
blank paper for Confirms Trustees
Trustees to send to responsibilities
them
May cover areas of Common practice,
discussion/judgement just seems weird




Where do problems arise in |Es?

. , Lack of communication
Insufficient time Incomplete records with IE

Lack of Lack of finance
communication/harmony knowledge in small
within charity organisations

|E lack of understanding
of charities




Any questions?




Useful links and resources

Association of https://acie.org.uk/
Charitable

Independent

Examiners

Which accounts https://www.gov.uk/prepare-charitys-annual-accounts
format?

Reporting Tem plates R & P https://www.gov.uk/government/collections/receipts-and-payments-accounts-pack-ccl 6

Scottish R & P https://www.oscr.org.uk/managing-a-charity/charity-accounting/receipts-and-payments-accounts-work-pack/

Accruals https://www.gov.uk/government/collections/accruals-accounts-pack-ccl 7-sorp-frs-102

CC31 Independent https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc3 |
examination of

charity accounts:

guidance for trustees

CC32 Indgpendent _ https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-
examination of charity examiners-cc3?2

accounts: examiners

Disclaimer
Any guidance provided herewith is illustrative only and is not intended to replace professional advice.
Organisations are advised to take proper professional advice specific to their own circumstances. Please do not reproduce

without prior consent.


https://acie.org.uk/
https://www.gov.uk/prepare-charitys-annual-accounts
https://www.gov.uk/government/collections/receipts-and-payments-accounts-pack-cc16
https://www.oscr.org.uk/managing-a-charity/charity-accounting/receipts-and-payments-accounts-work-pack/
https://www.gov.uk/government/collections/accruals-accounts-pack-cc17-sorp-frs-102
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-examiners-cc32

