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COVID-19 GUIDANCE ISSUED BY THE CHARITY 
COMMISSION
The Charity Commission has continued to issue updated coronavirus 
(COVID-19) guidance for the charity sector, which supplements and is in 
addition to other guidance which has been issued by the public sector.  It is 
continually being updated and is available on their website with the most 
recent updates focus on holding AGMs and meetings which are not “in 
person”.  The full suite of guidance remains valid and the most important 
areas cover:

 » AGMs and other meetings: postponing or cancelling meetings;

 » Holding meetings online or by telephone;

 » Using reserves and restricted funds;

 » Further advice on managing financial difficulties;

 » Reporting serious incidents to the Charity Commission;

 » Trading subsidiaries – financial support from parent charities; and

 » Charity statement of recommended practice (SORP) guidance.

The Charity Commission continues to assure charities that their approach to 
regulation during this period will be as flexible and pragmatic as possible in 
the public interest, whilst helping trustees to be aware of and think about 
the wider or longer impact of their decisions on their charity.

UPDATED CHARITY COMMISSION GUIDANCE 
FOR ELECTRONIC SIGNATURES
The Charity Commission has updated the following guidance booklets to 
include the use of electronic signatures on the balance sheet, trustees’ 
annual report and independent examination:

 » Charity reporting and accounting: the essentials November 2016 (CC15d);

 » Independent examination of charity accounts: guidance for trustees 
(CC31); and

 » Independent examination of charity accounts: examiners (CC32).
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https://www.gov.uk/guidance/coronavirus-covid-19-guidance-for-the-charity-sector?utm_source=21cffe2a-a0a8-4aea-90ad-0317776fb3c8&utm_medium=email&utm_campaign=govuk-notifications&utm_content=daily
https://www.gov.uk/guidance/coronavirus-covid-19-guidance-for-the-charity-sector?utm_source=21cffe2a-a0a8-4aea-90ad-0317776fb3c8&utm_medium=email&utm_campaign=govuk-notifications&utm_content=daily
https://www.gov.uk/government/publications/charity-reporting-and-accounting-the-essentials-november-2016-cc15d?utm_medium=email&utm_campaign=govuk-notifications&utm_source=46e3e525-0a40-47fa-989f-70c3aa4c4b53&utm_content=daily
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31?utm_medium=email&utm_campaign=govuk-notifications&utm_source=a24219cc-a864-4cd3-8c7d-a120acb2b36d&utm_content=daily
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-trustees-cc31?utm_medium=email&utm_campaign=govuk-notifications&utm_source=a24219cc-a864-4cd3-8c7d-a120acb2b36d&utm_content=daily
https://www.gov.uk/government/publications/independent-examination-of-charity-accounts-examiners-cc32?utm_medium=email&utm_campaign=govuk-notifications&utm_source=3ad35ca7-8b32-4f24-8c01-1114be3815f0&utm_content=daily
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CHARITY COMMISSION CONSULTATION ON RESPONSIBLE APPROACH TO 
INVESTING A CHARITY’S FUNDS
The Charity Commission has issued a consultation, which is now closed on the clarity of draft revised guidance for charity 
trustees about adopting a responsible (or ‘ethical’) approach to investing their charity’s funds.  The Charity Commission 
summarised the consultation as follows:

“All charities can invest.  For some charities, investments can be a major source of funding: for many others, however, 
investments play a smaller role.  The applicable law on charity investments depends on factors such as:

 » The charity’s legal form (trust, company or charitable incorporated organisation);

 » The scope of investments to be chosen;

 » The duties and responsibilities to be followed in relation to investing; and

 » Any investment restrictions set out in the document which governs the charity.

Trustees are responsible for how they invest their charity’s assets, and it is not for the Commission, as a regulator, to tell trustees 
what they should do.  However, the Commission does provide guidance for trustees, to help them understand and comply with 
the law as it applies to their charity.

Trustees have long had the option to make financial investments in ways that align with their charity’s purpose and values.  
Previously labelled ‘ethical investment’ we now refer to this as ‘responsible investment’.  Examples include:

 » A health charity avoiding investments in businesses whose products are harmful to health (‘negative screening’);

 » An environmental charity choosing to invest in the renewable energy sector (‘positive screening’);

 » A human rights charity using its shareholder rights to influence company practice (‘stakeholder activism’); and

 » A heritage charity avoiding investments in fossil fuels because the trustees have evidence that this would damage its 
reputation, reduce donations and not be in the charity’s best interests.

 
In January 2020, the Charity Commission began a listening exercise to help it understand the barriers that may deter trustees 
who wish to make responsible investments from doing so.  A number of respondents to that exercise identified the Commission’s 
investment guidance (CC14) as one of those barriers.  Several reasons were given, including:

 » That some trustees felt they are unable to make responsible investments, because they perceive they have an overriding legal 
duty to maximise the financial returns when investing, regardless of any other consideration;

 » That there is insufficient assurance that trustees can decide to take a responsible approach to investment;

 » A perception that the Commission does not accept that trustees can comply with their duties fully if they adopt a responsible 
investment approach;

 » That some felt that the guidance lacks practical advice; and

 » Our guidance should give trustees confidence about the options open to them for investing their charities’ funds and about 
making investment decisions that serve their charities’ best interests within the limits of the law.  It was clear from the 
responses that we need to revise and clarify our guidance to minimise the risk of misunderstanding.

We have therefore developed an updated draft of the opening sections of our guidance: these include an explanation of trustees’ 
ability to adopt a responsible investment approach.  In drafting these revised sections of the guidance, we have aimed to 
describe in clear, simple language:

 » The duties that trustees have when making financial investments; and

 » The discretion trustees have to decide whether or not to adopt a responsible investment approach.

 
The remainder of the guidance has not been updated, except for changes needed to reflect the alterations to the opening 

https://www.gov.uk/government/consultations/charity-responsible-investment-guidance?utm_medium=email&utm_campaign=govuk-notifications&utm_source=3a0c854a-869b-4962-9b03-4d9b7f90555e&utm_content=daily
https://www.gov.uk/government/consultations/charity-responsible-investment-guidance?utm_medium=email&utm_campaign=govuk-notifications&utm_source=3a0c854a-869b-4962-9b03-4d9b7f90555e&utm_content=daily
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-for-trustees-cc14
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-for-trustees-cc14
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sections.  This is because we want to address the issue of responsible investment first, which the sector tells us is an important 
and pressing issue and consult to ensure that this part of the guidance is improved, before moving onto the remainder of CC14.

We will move to a full redesign of the rest of our investment guidance once we have completed the consultation and publication 
of the revisions to the section on responsible investment.  The result of the redesign, which we will test with trustees, will be to 
improve the clarity of the guidance, using the same simpler style of this draft opening section on which we are now consulting.

For the purposes of this consultation, we are therefore inviting comments only on the revised content, not on other parts 
of CC14.  We have nonetheless made available a version of the full guidance showing the new text, together with a table of 
amendments.”

CHARITIES BILL
The Charities Bill, announced in the Queen’s Speech on 11 May 2021 and the following from the Charity Commission summarises 
the key changes:

“The Charity Commission has been working closely with charities and their representative bodies, the Department for Digital, 
Culture, Media & Sport (DCMS), and the Law Commission, to bring these changes forward.  This follows extensive consultation 
over several years.

Here are five of the key proposed changes for charities and their trustees:

 » Charities and trustees will be able to amend their governing documents or Royal Charters more easily – remaining subject to 
the Commission and the Privy Council’s approval in certain circumstances;

 » Charities will have access to a much wider pool of professional advisors on land disposal, and to more straightforward rules on 
what advice they must receive, which could save them time and money when selling land;

 » Charities will have more flexibility to make use of a ‘permanent endowment’ – this is money or property originally meant to 
be held by a charity forever.  This includes a change which will allow trustees to borrow a sum of up to 25% of the value of 
their permanent endowment funds, without the Commission’s approval;

 » Trustees will be able to be paid for goods provided to a charity in certain circumstances, even if not expressly stated in the 
charity’s governing document (currently trustees can only be paid for supply of services).  From pencils to paint, this will allow 
charities the flexibility to access goods from trustees when it is in the best interests of the charity (e.g. if cheaper), without 
needing Commission permission; and

 » Charities will be able to take advantage of simpler and more proportionate rules on failed appeals.  For example, if a charity 
appeal raises too little money, the charity will be able to spend donations below £120 on similar charitable purposes without 
needing to contact individual donors for permission.”

FRC CONFIRMS EXTENSION REGARDING COVID-RELATED RENT AMENDMENTS
The FRC has issued Amendments to FRS 102 and FRS 105 – COVID-19-related rent concessions beyond 30 June 2021.  Their Press 
Release states:

“These amendments extend the application of requirements that cover the accounting treatment of temporary rent concessions 
occurring as a direct consequence of the COVID-19 pandemic by one year.

The requirements, originally introduced into FRS 102 and FRS 105 in October 2020, apply to rent concessions that reduce only 
lease payments originally due on or before 30 June 2022, provided the other conditions for applying the requirements are met.

The amendments respond to the continuing impact of the pandemic and help ensure these concessions are accounted for 
consistently and in a way that that best reflects their substance.

The amendments are effective for accounting periods beginning on or after 1 January 2021, with early application permitted.”

https://charitycommission.blog.gov.uk/2021/05/14/the-charities-bill-5-key-changes-to-charity-law/
https://www.frc.org.uk/document-library/accounting-and-reporting-policy/2021/amendments-to-frs-102-and-frs-105
https://www.frc.org.uk/news/june-2021/frc-extends-application-period-for-accounting-requ
https://www.frc.org.uk/news/june-2021/frc-extends-application-period-for-accounting-requ
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ACADEMIES ACCOUNTS DIRECTION 2020 TO 2021
As a reminder, the Education and Skills Funding Agency (“ESFA”) has published the Academies Accounts Direction 2020 to 2021 
which applies to accounting periods ending on 31 August 2021.  There has been a major editorial change, in that instead of all 
guidance being in one document, it now comprises three separate documents:

 » Academies Accounts Direction 2020 to 2021;

 » “Coketown” model accounts; and

 » Guide for auditors and reporting accountants of academy trusts.

 
The primary disclosure changes which have been made in the Academies Accounts Direction are:

 » Trustees’ report: greater clarity on the content of the financial review section of the trustees’ report is provided and there is a 
new requirement for academies who have had a Financial Notice to Improve in place at some point during the year to declare 
this and provide more information;

 » Staff costs disclosure: it is explained that where the academy has entered into an “off-payroll” arrangement with someone 
who is not an employee, the amount paid for that person’s work in this role must be included as if they were an employee, 
with the prior year figure being restated if necessary;

 » Note on funding received for the academy trust’s educational operations: it has been clarified which funding sources should 
be classed under each heading, to align more closely with the Academies Accounts Return; and

 » Long-term commitments: it has been clarified that service concession commitments (such as payments made under 
secondary agreements with local authorities) should be disclosed as part of the long-term commitments note.

The primary changes which have been made to the auditors’ guide are:

 » The inclusion of feedback provided by ESFA to academies on compliance with the Direction, which external auditors should 
make themselves aware of;

 » Clarification of the requirements and guidance for external auditors and reporting accountants, with the terms “must” and 
“should” being used exclusively to describe actions or processes which derive from ESFA;

 » Reference has been made to the most common issues regarding related party transactions from ESFA’s approval and review 
process;

 » The emphasis for reporting accountants to notify ESFA and the National Audit Office when they modify their report has been 
changed from guidance (“should”) to a requirement (“must”); and

 » Clarification that academy trusts and reporting accountants must adopt the terms of engagement for regularity reviews set 
out in Annex A (which have been revised to remove references to a particular year and to reflect the change in how guidance 
for auditors of academies is now presented), with any substantial changes only being made with ESFA’s prior written consent.

ACADEMIES ACCOUNTS DIRECTION SUPPLEMENTARY BULLETIN: JULY 2021
The ESFA has subsequently published a supplementary bulletin to the Academies Accounts Direction 2020/21 and its supporting 
guidance for auditors and model accounts, introducing a number of additional requirements that academy trusts must comply 
with, as follows:

 » Part 2 of the Bulletin covers the regularity and audit implications of COVID-19.  It notes that the ESFA is neither seeking 
any additional assurance from reporting accountants because of the pandemic nor has it removed any existing guidance or 
requirements.  However, it does include factors which the reporting accountant should consider when determining whether 
the academy trust has complied with their obligations relating to regularity during the pandemic;

 » Parts 3 and 4 of the Bulletin contain a limited number of additional disclosure requirements; and

 » Part 5 includes important guidance how to account for laptops and other devices received by an academy trust to support 
disadvantaged children access remote learning.  This guidance must be reviewed by the assignment if relevant to the trust in 
question.

https://www.gov.uk/guidance/academies-accounts-direction#academies-accounts-direction-2020-to-2021
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975322/Academies_Accounts_Direction_2020_to_2021.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975323/Academies_model_accounts_2020_to_2021.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975324/Framework_and_guide_for_external_auditors_and_reporting_accountants_of_academy_trusts.pdf
https://www.gov.uk/guidance/academies-accounts-direction?utm_medium=email&utm_campaign=govuk-notifications&utm_source=0f44c1f5-91c3-48c9-840e-b33a0fb507af&utm_content=daily#supplementary-bulletin-2020-to-2021
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HAT COURSE DATES
To ensure that all members of your team who deal with the preparation and audit of charity financial statements are fully 
trained, the following are included on the HAT CPD programme.  These are:

 » Charities Update for Auditors & Independent Examiners (available as a recording); and

 » Introduction to Charities ~ A Practical Guide.

 
Both CPD courses will be scheduled for a future date and can be run, “in-house” at firm’s offices on a mutually convenient date.

For details of our charges and availability, please contact Roger Morris at the HAT Office at roger@hatgroup.co.uk.

HAT AUDIT MANUALS
HAT ACADEMIES MANUAL
The HAT Academies Manual has been updated to reflect the requirements of the Academies Accounts Direction 2020 to 2021 
and Academies Financial Handbook 2020, both published by the ESFA.  The practical impact of the amendments is not significant, 
as noted above, and all relevant amendments are reflected in this Manual, which was released on 28 June 2021.

The Manual also includes, where relevant, the enhanced requirements of ISA (UK) 540, 570 and 700 which will apply to the 
current academy reporting cycle for the first time and Chapter 4 of the Manual continues to provide guidance on reports to 
Teachers’ Pensions.

In addition, all additional requirements arising from the Academies Accounts Direction Supplementary Bulletin: July 2021, 
primarily in respect of disclosure, have been reflected in an updated HAT Academies Manual (August 2021), which was released 
on 2 September 2021.

IMPORTANT NOTE
With regards to the technical articles in this newsletter, every care has been taken by HAT in the preparation of these 
articles, HAT does not guarantee the accuracy or veracity of any information or opinions.  No responsibility for loss 
occasioned to any person acting or refraining from acting as a result of material contained within these articles can be 
accepted by the editor, HAT, its officers or employees.

This material includes text which is derived from FRC publications.  This material is also copyrighted by the FRC, please see 
below:

© Financial Reporting Council Ltd (FRC).  Adapted and reproduced with the kind permission of the Financial Reporting 
Council.  All rights reserved.  For further information, please visit www.frc.org.uk or call +44 (0)20 7492 2300.

http://hatgroup.co.uk/cpd-courses-training.php
https://hatgroup.co.uk/training-course/charities-update-for-auditors-independent-examiners
http://hatgroup.co.uk/training-course.php?title=charities-a-practical-guide
mailto:roger%40hatgroup.co.uk?subject=
http://www.frc.org.uk

