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Another day another SORP but which one do we choose? 

Note: This guidance is for charities only  

Charities that prepare accruals accounts will now have to make a choice about which one of two 

new SORPs to follow when preparing their year-end accounts for periods commencing on or after 1 

January 2015 (for periods prior to this, the 2005 Charities SORP will be used) 

1. Charities SORP FRS 102 

2. Charities SORP FRSSE 

There are differences between them and since both SORPs are new, there will be changes for all of 

us. This guide just covers the differences between the two new SORPs and is intended to help you 

decide which one to choose for your next accounts starting on or after 1 Jan 2015 and if there is 

anything you need to be doing now. 

Note - This only applies to accruals accounts so if you can prepare ‘cash based’ accounts you do 

not need to read the rest of this article. 

Background – what is the Charities SORP? 

The Charities Statement of Recommended Practice (SORP): Accounting and Reporting by Charities 

provides guidance for charities which prepare their annual accounts on an accruals basis. 

Specifically, it gives guidance on what information needs to be included in a charity’s annual financial 

statements, how it should be presented and how the underlying transactions should be accounted 

for. The SORP provides a way for charities to meet relevant legal requirements and helps to ensure 

consistency within the sector about how technical accounting concepts are applied. 

Why are there two SORPs all of a sudden? 

The current set of UK accounting standards (Financial Reporting Standards (FRSs 1 to 30)) which 

underpin the Charities SORP have been withdrawn and replaced with one new one FRS 102. 

Therefore a new SORP has been produced (Charities SORP FRS 102). This can be adopted by all UK 

charities preparing accruals accounts. The change has been made in order to align UK accounting 

standards with international accounting standards (IFRSs). 

However, historically there has also been a separate, simpler FRS called the FRSSE which is available 

for Smaller Entities only (FRSSE stands for Financial Reporting Standard for Smaller Entities). The 

FRSSE 2008 was underpinned by the full set of UK accounting standards so since these have now 

been replaced, so too has the FRSSE – it has been updated to reflect FRS 102 and is called FRSSE 

2015. 

However, there are some differences between FRSSE 2015 and FRS 102 meaning that a separate 

SORP needed to be created for the FRSSE 2015 (Charities SORP FRSSE). 

What is a Smaller Entity? 

One which meets the definition of a small company as set out in Company Law - It must satisfy any 2 

of the following criteria in the current and preceding years: 
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Not more than an average of 50 employees 

Turnover not more than £6.5m (set to change to £10.2m in summer 2015) 

Net assets not more than £3.26m (set to change to £5.1m in summer 2015) 

So that’s obvious then – we’ll all opt for the FRSSE SORP - it’s simpler right? (That is assuming most 

of you reading this will fit that criteria.) 

Well it’s okay for now, and yes it is simpler. . . The reason for the uncertainty is that the future of 

standards for smaller entities is itself uncertain. It is likely that the FRSSE will be withdrawn for 

periods commencing on or after 1 January 2016 and it is not clear at this stage whether it will be 

replaced by something else or if small entities would move to FRS 102. A wait and see approach may 

be worthwhile as opposed to adopting FRS 102 now, only to find that a simpler framework becomes 

available in 2016. 

What exactly are the differences between the SORP FRS 102 and the SORP FRSSE? 

As far as the Trustees’ Annual report is concerned both SORPs are the same, but they both require 

additional information compared to the current SORP.  

Regarding the accounting differences, in general there is a difference in some of the language used 

and FRS 102, and whilst requiring similar notes FRS 102 may in some instances require more detail in 

those notes. 

Below are the most significant accounting differences but note that this is by no means an 

exhaustive list – other significant differences exist regarding intangible fixed assets like goodwill and 

the treatment of investment properties. Please see the Charity Commission guidance documents for 

more detail available here: http://www.charitysorp.org/about-the-sorp/helpsheets/ 

    Helpsheet 2: The main changes between SORP 2005 and SORP 2015 FRS 102 

    Helpsheet 3: Differences between SORP 2015 FRS 102 and SORP 2015 FRSSEE 

FRS 102 FRSSE 

Cash flow statement is mandatory (irrespective 

of the size of charity) 

No cash flow statement required 

Provide a liability in the balance sheet at net 

present value for any agreed future deficit 

reduction payments in respect of multi-employer 

defined benefit pension schemes. 

Can continue to account for the scheme as if it 

were a defined contribution scheme with no 

such liability in the balance sheet. 

The accrual of paid annual leave (holiday pay) 

and paid sick leave, where material, is required 

No requirement for these accruals 

 

Notes regarding transition – do we need to do anything now? 

It is important to understand that when you prepare your first set of accounts under SORP FRS 102 

you will need to restate the comparative figures on the same basis and provide a reconciliation 

statement of the surplus or deficit as previously stated. This is unlikely for the SORP FRSSE as the 
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policies are broadly the same. Therefore if you are intending to adopt FRS 102 you may need to start 

thinking about valuing the comparatives sooner rather than later.  

For example if your accounting period is January to December, when you are preparing your Jan 15 

to Dec 15 accounts (probably in early 2016) you may need to restate the December 2014 figures. 

Since you will probably be preparing the 2014 accounts soon, you might think about how those 

figures would change under FRS 102 now. 

If you are intending to adopt the SORP FRS 102 it would be advisable to consult your accountant 

during this year, particularly if you have any of the more complex financial transactions mentioned 

above. This would not be necessary if you are adopting the SORP FRSSE. 


