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Did you know?

From 1 November 2023, ICAEW's revised Continuing Professional
Development (CPD) Regulations bring in new CPD requirements,
including a minimum number of hours and an ethics requirement.

This webinar could contribute to up to 1 hour of verifiable CPD, so long
as you can demonstrate that the content is relevant to your role.

Find out more about how these changes affect you at
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https://www.icaew.com/membership/cpd/cpd-is-changing
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CONSULTATION: PROFESSIONAL
INDEMNITY INSURANCE

PROFESSIONAL
STANDARDS
DEPARTMENT



https://www.icaew.com/regulation/regulatory-consultations/pii-consultation-2023
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

72% of CCAB's research respondents
(659 people from 172 countries) agreed
that international standards for non-

profit accounting would be useful




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

International Accounting Standards
Board (IASB) - agreed, but not within their
strategic priorities for 2015 - 2022 agenda.




INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

International Forum of Accounting
Standard Setters (IFASS) established not-
for-profit working group




INTERNATIONAL FINANCIAL REPORTING

FOR NON PROFIT ORGANISATIONS

Joint presentation 'Is the time now right for
non-profit accounting standards' given at
Humentum conference




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

2019

8"y FORD OPEN SOCIETY
Q- FOUNDATION FOUNDATIONS

Seed funding received from The Ford
Foundation and Open Society
Foundations
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Have your say!

2021

Consultation Paper released,
open for comments for 9 months




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

International
Non-Profit
Accounting

Guidance

Guidance name announced
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INTERNATIONAL FINANCIAL REPORTING
@ FOR NON PROFIT ORGANISATIONS

INPAG Exposure Draft roadmap

Consultation
findings

Final INPAG

ED1 ED2 ED3
Framing Accounting Presentation

4-6 month response periods

Plan is subject to change
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Why INPAG?

Only a few countries benefit from their own national standards.
Existing international standards do not meet the unique needs of NPOs.

Trust
Future Accountability
Outcomes Equity

Efficiency

v NPOs able to demonstrate capacity and
attract funds

v Information useful to range of stakeholders

v Quality & consistency of NPO financial
reports

v Reduced duplication of effort

\\/Simplified audit assurance provision /
(humentum

https://youtu.be/LfMCek4PiEM CIPFA\



https://youtu.be/LfMCek4PiEM

UK & Ireland GAAP b
At present

IFRS for SME

UK Charities
SORP

FRS 102




UK & Ireland GAAP b
Future possibility??

International
(CYAVAY

IFRS for SME

UK Charities
SORP

FRS 102
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FOR NON PROFIT ORGANISATIONS

Your feedback matters

Donors

~ Standard setters

NPOs ’

Learn about

srepasls Share opinions

Regulators

Accounting
profession

(humentum CIPFA\




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

A route to harmonization?

General purpose financial statements

Inc & exp
statement

» Optional
» Supplementary
Donor / Project statement(s) in standard
format

Balance Cashflow
sheet statement

Donors can choose to:
1) Rely on statement in GPFS for financial assurance

2) Require separate audits but align format to INPAG
(humentum 3) Maintain current practice




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Developing INPAG

Donor
Reference
Group

TAG PAG
Members Members

< |
] Xt 7
-

Hilton

Foundation FCDO (DfiD) EAYLLLE:ERLS

Gates Oak

Global Fund Foundation BRZULLET:

gl I (L

Children’s

Investment Ford Open Society [Kelle]EIWNiETES
Fund ZlIhEldfe1; M Foundations Canada

Foundation

-
Development partners < : IPFA\
J

humentum CIPFA,
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Primary audience

Tier 1 — Full IFRS or
equivalent

A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Providing a benefit to the
public

2 - INPAG

Tier 3 — cash based
likely to be sufficient

(huMBntum

Not government or public
sector entities

CIPFA\
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Guidance development model

>ection status
Modified FuIIy.updated to reflect NPO
requirements.

IFRS for
SMEs

International
Non-Profit

Unchanged Updated for terminology changes
only

Accounting
Guidance

Accounting

Standard _ Developed specifically for NPOs.
(36 sections)
Not relevant to NPOs

N\ IFRS, IPSAS &
(humentum National C|PFA\

standards



INPAG Sections in ED2 (2 e

11 Financial instruments Reminder - Sections already published in ED1

: Preface
13 Inventories
1 Non-profit organisations
21 Provisions and contingencies e ——
23 Revenue 3 Financial statement presentation
. 5 Statement of Income and Expenses
25 Borrowing costs P
6 Statement of Changes in Net Assets
28 Employee benefits 7 Statement of Cash flows
29 Income Tax 8 Notes to the financial statements
30 Foreign currency tra nslation 9 Consolidated and separate financial
statements
31 Hyper|nflat|on 10  Accounting policies, estimates and errors

32 Events after the end of the reporting period 35 Narrative reporting
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FOR NON PROFIT ORGANISATIONS

INPAG ED3

« Planned for launch in May 2024 . .
« 3 main topics + other remaining sections Classification of Fundraising
» Separate volume - Recommended expenses Ccosts

Practice Statement

Recommended
Practice
Statement for
Supplementary
Reporting

Fund
accounting
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Moving forward

termining
future guidance
needs

strengthening
oversight

REN =S

CIPFA\
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FOR NON PROFIT ORGANISATIONS

Strengthening governance

New GG Chair = Kris Peach — former AASB Chair Key changes - Governance Group
N, Prioritising INPAG credibility including
g oversight of due process
2 Emphasis on risk management
| ‘ Less focus on project management

oversight

Increasing membership from 3 to 10
Involvement of chairs of Advisory Groups
Focus on forward strategy

Developing the future funding strategy

- Transitioning to the next stage
(humentum CIPFA\
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INTERNATIONAL FINANCIAL REPORTING
@ FOR NON PROFIT ORGANISATIONS

Poll

* In terms of content in Exposure Draft 2, which topic(s)
are most relevant for you? (Pick 2)
v'Classifying grants
v'Recognition of grant revenue
v'Donations in-kind
v'Grant expenses (ie grant making)
v'Foreign currency

(humentum CIPFA\



A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

ED2 topics - accounting

Revenue Expenses on grants & donations
Recognition, measurement, disclosure Recognition, measurement, disclosure

INPAG Section 23 Part | and Part Il INPAG Section 24 Part |

Inventories Foreign currency translation
Exemptions, measurement, disclosure Presentation and disclosure

INPAG Section 13 INPAG Section 30
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INTERNATIONAL FINANCIAL REPORTING
@ FOR NON PROFIT ORGANISATIONS

Grants and donations - recognition

Facior | Comsideratin

Technical Only defer revenue as accrued income (a liability) if there is a
‘present obligation’

Practical  Capacity for application by small NPOs - keep it simple Sl b

Preparers Clarity - make it easy to identify how to account for a particular dnslEe i g
grant agreements
Users Understandability by non-accountants: Education once
 Liabilities - risk exposure / liquidity? INPAG finalised
« Surplus / Deficit - financial performance?
« Restricted / unrestricted funds balance - health / resilience? Notes to
= : Supplementary
Donors Ability to reconcile to donor reports - better assurance Reports
Sector How to support best practice in terms of accountability and
trends localisation

(humentum CIPFA\
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FOR NON PROFIT ORGANISATIONS

Types of grant arrangement

Grant
revenue
and
expenses

Enforceable grant Other funding
arrangement arrangement
(EGA) (OFA)

CIPFA\
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

EGA — Enforceable grant arrangement

I I Both parties to the grant arrangement
I I Have both rights and obligations

I I Must have at least one enforceable grant obligation (EGO)

Statement of intent # EGA, but may be constructive obligation

-

CIPFA\
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

EGO — Enforceable grant obligation

Achieve a
specified outcome

Present
obligation for
grant recipient

EGO

Grant
recipient’s

Carry out a specified activity

undertaking _
to Use resources internally for a

specified purpose

Grant
fulfilment right
for grant
provider

Transfer resources to a
service recipient

(humentum CIPFA\
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Revenue guidance in ED2 o AT

Aspect of Recognition Measurement Presentation

guidance When? How much?

Where?

Covered i
ED2?

Location i
INPAG

)
4

(humentum CIPFA\
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Accounting for grants and donations

e

1: Agreement, including terms
affecting how NPO uses resources?

2: Grant provider and grant
recipient have rights and
obligations, that are enforceable?

Enforceable grant arrangement Other funding arrangement
(EGA) (OFA)

|dentify enforceable grant obligations Any constraints do not affect
(EGOs) in arrangement revenue recognition

Recognise revenue Recognise revenue
as EGOs are met when NPO controls resources
5 step model

INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Subsequent
breaches of
constraints may
result in a liability
for the NPO

CIPFA\
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Other funding arrangement (OFA)

/ OFA with constraints\

Spectrum

Any grant or donation that is not an
enforceable grant arrangement

Hi Very
level _ detailed

_ Constraint in OFA
Recognise revenue when NPO controls +

resources

EGO in EGA

. _ A future breach of
Measure at fair value of resources received constraints may result in

or receivable financial liability to repay all or
y pay
part of resources

@ntum \ / CIPFA\




Gifts in-kind exceptions

A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Donations of goods and other assets

OO0
O0no
Ooo
I:Il:ll:l

No exception

Non-current assets -
recognise revenue on receipt,
measured at fair value

Low value items for resale -
option to recognise revenue
when sold, measured at sale
amount

v

ltems for own use or
distribution - option to
recognise only when used or
distributed, measured at fair
value

-

Rare situations where items
cannot be reliably measured

CIPFA\



Services in-kind exceptions o TS
Donations of services to the NPO

Without the services, NPO
would have to materially

reduce level of activities. -
Critical

Recognise where value can be
reliably measured

Are the services
mission-critical?
Recognition permitted but not

required

Non-critical

(humentum CIPFA\
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Inventories

Inventories are assets:

eld for sale

eld for distribution to service recipients
eld for fundraising events

n the process of production
Materials or supplies to be used by the NPO

ot

CIPFA\



INTERNATIONAL FINANCIAL REPORTING

Adaptations and exceptions

Donated
inventory Inventories held for use or

distribution = lower of cost
adjusted for service potential
and replacement cost

Work-in-progress

Recognised donated
inventories = fair value

Measurement Unable to measure reliably

humentum CIPFA\
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Grant expenses: EGA

Expense
recognised as
each grant
fulfilment right
met

D

Wait until one or
both parties begin
to fulfil their
obligations

Determine
standalone
amount
Measured at

amount due
for grant
fulfilment
right

Right met
when grant
recipient
satisfies EGO

|dentify each grant
fulfilment right

(= EGO)
(humentum

CIPFA\
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INTERNATIONAL FINANCIAL REPORTING
@ FOR NON PROFIT ORGANISATIONS

OFA with constraints

Constraint On transfer If breached
* On grant recipient’s * Entitlement not * At a future date
use of resources, eg dependent on + Grant recipient may
actions have to make good
>Purpose * No present or refund
>Region obligation on
»Time period recipient@ @
/ /
Recognise grant Recognise
& 5 financial or other
expense Jsset

(humentum 7 ” CIPFA\
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EGA: practical considerations

R|ght5 and e Clarity over requirements

e Clarity over

Ob“gatiOnS consequences

Sta nd_a Ione e Specified in EGA
amounts e Best estimates

e Clear when EGOs met

IVIOnitOring e Other administrative

requirements

(humentum CIPFA\
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A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Foreign exchange - Practical difficulties for NPOs

SN

Cash in foreign
currency bank
accounts is pooled

Use of specific
presentation rates

Exchange rate risk

(humentum CIPFA\



A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Main proposals

L Presentation } [ Disclosure }
Additional
@ {} guidance on
Ve D applying other
Focus: aspects of

e

Focus:
Exchange gains and losses
in financial statements

< 4

NOTE: No changes to the principles

€

Information useful to
users of financial
statements

4

INPAG Section
30

of how to account for foreign exchange gains and losses

CIPFA\
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Foreign currency bank accounts (- e

Pooled bank Allocation
account
= T
Grant B

$ - Grant A Choose suitable

S -Grant B proxy, eg fund
$ - Grant C balances

(humentum CIPFA\




A INTERNATIONAL FINANCIAL REPORTING
FOR NON PROFIT ORGANISATIONS

Have your say on
INPAG Exposure Draft 2

www.ifr4npo.org/have-your-say

International

Non-Profit
Accounting

Guidance I I f
<
K

by 15 March 2024

viwv




ICAEW seminar
Reflections from a UK PAG member

Looking to the future, what might the INPAG mean for UK-Ireland?

« Afresh start: two submissions by Charities SORP-making body
request a new approach for non-profits but is the FRC listening?

* INPAG launch in 2025 will precede the next SORP, now expected to
go live in 2026. Could now be the time to start a new conversation?

 In 1988 one SORP- SORP2 but this excluded universities, the
opportunity for a unified approach was lost and since then three PBE
SORPs- could the sector reunify?

« ED3 adoption: A key conversation about how INPAG might be effected
In UK-Ireland were it to be the future?

« Oris alocal approach best after all?

Nigeldavies.nfp@gmail.com
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