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	The Charities Acts 2006

	The Charities Acts are very important pieces of legislation for charities. They are also very complicated and can be confusing when attempting to read as whole documents. This information sheet attempts to draw attention to the main changes and other aspects of charity law that organisations should know about. If any questions arise or you do not feel this sheet has sufficient detail, GVOC has a number of books and publications, including the Acts themselves and GVOC staff are also available for advice.
The 1992 Charities Act was the first major piece of legislation on charities since 1960. The 1985 Act made small alterations and has been repealed and replaced by the 1992 Act and then both consolidated into the 1993 Act.  The then Prime Minister, John Major said:" The Act will provide a statutory framework for the proper management and accountability of charities.  Our aim is not to tie people up in red tape but to open wider the floodgates of giving, by ensuring even greater public confidence in charities themselves".

In particular the Act:

· strengthens the Commissioners' powers to inquire into charities and gives them additional powers to deal with abuse and mismanagement and to protect charity property

· introduces a new regime for accounting for charities, giving the Secretary of State powers to prescribe the form and content of a charity’s statement of accounts

· makes it an offence to be persistently in default of the requirements to submit annual reports and accounts to the Commissioners

· disqualifies from acting as a trustee those convicted of offences involving dishonesty or deception, undischarged bankrupts and those disqualified from company directorship.

The Act also regulates charitable collections and the activities of professional fundraisers and commercial participators in campaigns to benefit charities and other voluntary organisations.

The Act relieves the Commissioners of certain statutory functions to enable them to commit greater resources to their monitoring role by:

· divesting the Official Custodian for Charities of investments held on behalf of charities, making charity trustees more directly responsible for the management of their charity’s investments

· relieving the Charity Commissioners of the need to give consent to most charity land transactions by placing increased responsibility on charity trustees.

Charity Registration

Charities with a gross income of over £10,000 a year will be required to register with the Charity Commission. If charities have a permanent endowment or use or occupy land or buildings and an income of under £10,000, they are still required to register. Charities exempt from registration, may choose to do so, but are then subject to all the requirements of charity law.

 Accounts

All charities must produce accounts, to be sent to the Commissioners, in line with SORP (Statement of Recommended Practice for Charities). The Act strengthens the duty of trustees to keep accounting records. For charities with an income of over £250,000 a year, they must have their accounts audited by a qualified accountant. For those with an income below that an independent examination by "an independent person who is reasonably believed by the trustees to have the requisite ability and practical experience to carry out a competent examination of the records", must be carried out.

GVOC can advise on all aspects of SORP and can carry out independent examinations, subject to agreement. Please contact GVOC directly for details, but do not leave it too late for your AGM!

See also GVOC Information Sheet No.10 - ‘The quick guide to Annual Accounts’.
Annual report

All registered charities with an income or expenditure above £10,000 must submit their annual report and accounts, to the Commissioners within ten months of the end 

of their financial year. It is a legal obligation to prepare the annual report and to include certain legal and administrative information.

Annual return

All registered charities have a legal obligation to submit an Annual Return to the Commissioners, within ten months of the end of their financial year - this maintains the public register of charities. The Charity Commission automatically sends the Annual Return form to all registered charities at the end of their financial year. 
Abuse by charities

The Act gives the Commissioners greater powers to deal with abuse. For example:

· the Charity Commission may require a charity to change its name or not use a chosen name as it may be misleading or too similar to an existing one

· people convicted of certain offences are excluded from being trustees, although the Commissioners do have the power to waiver in exceptional circumstances

· when the Commissioners believe abuse is taking place they have the powers to appoint a receiver, or additional trustees and may remove trustees

· the Commissioners may exercise the same powers as the Attorney General to take legal proceedings with reference to charities

· it is now an offence to knowingly or recklessly provide the Charity Commission with false information.

Small Charities

Where small charities exist the Act makes provision for them to transfer their assets to a similar charity with similar objects. This is generally for charities with a gross income of £5,000 or less and must be done with the Commissioners permission. Charities with an endowment of under £10,000 may spend the capital if they can satisfy the Commission it is of no practical use and would be better served assisting another charity. Both these rules are helpful to out dated, small charities who wish their assets to be made use of by other more active groups.

Fundraising

The Act makes it unlawful for fundraisers to solicit money on behalf of a charity or voluntary organisation unless there is a written agreement between them and the charity, as laid down in the regulations. Where an agreement has been made which does not match the requirements, the charity is not legally obliged to pay any fees or expenses to professional fundraisers. It is an offence for professional fundraisers not to comply with the regulations and obviously in the best interests of a charity to help them to do this.

Professional fundraisers raising money or property for one or more charities must approach people with a clear statement dealing with:

· 
the name or names of the charities concerned

· 
if more than a proportion of money going to each

· 
in general terms the method of their payment for the fundraising.

There are also regulations regarding TV and telephone canvassing to raise funds.

Public collections are now the responsibility of Local Authorities, who need to issue a permit before any public collections or house to house collections can take place by charities or voluntary organisations. It is an offence not to have a permit. Local Authorities have the right to refuse or to alter the grounds of a permit if they think it has been breached.  If you are considering any form of public collecting contact the Local Authority well in advance for a permit and permission to do so.

See also GVOC Information Sheet No.39.
Trustee Responsibility

Much has been talked about "new trustee responsibility". Trustees have always been responsible for the charity - its activities, funds and liabilities. 

The Act has just put this into sharper focus and reminded trustees of their legal obligations.

See also GVOC Information Sheets Nos. 11 - 23.
FURTHER READING

Reference copies of the following publications are available in GVOC’s Library.
· Charities: the new law: the Charities Act 1992, by Fiona Middleton & Stephen Lloyd, Jordans, 1992 (contains the text of the Charities Act 1960 as amended by the 1992 Act and the text of the 1992 Act)

· The Charities Acts handbook, by Fiona Middleton & Stephen Lloyd, Jordans, 1996 (revision of the above book - contains full text of the Charities Act 1993 and relevant sections of the 1992 Act).

Charity Commission publications: 

· A guide to the Charities Acts 1992 & 1993,  March 1997

· Starting a Charity and Application for Registration pack,  1996

· Information for newly Registered Charities pack (contains useful leaflets such as CC3 - Responsibilities of Charity Trustees)

Accounts:

Reference copies of various Charity Commission guides on preparing charity accounts and annual reports are available from the Library, in the ‘Finance’ section.
*
  *
*

PLEASE NOTE: The information included in this leaflet is to the best of our knowledge, correct at the time of publication. However, as this information is subject to continuous change we would recommend contacting GVOC for further advice or clarification on any matter you are unsure about.

For further information

Contact GVOC between 8.45 am and 4.45 pm - Monday to Friday

Telephone: 0191 478 4103    Fax:  0870 705 8702   
E-mail:  enquiries@gvoc.org.uk     Internet:  www.gvoc.org.uk

Registered charity number 1137389
A Company Limited by Guarantee Registered in England & Wales
Company Registration Number 7302622
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