CHARITIES ACCOUNTING STANDARD

Charities Accounting Standard (CAS) was issued by the Singapore Accounting Standards Council on
24 June 2011 and applies to financial periods beginning on or after 1 July 2011.
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PREFACE

Background

Al  The Council on Corporate Disclosure and Governance was established on 16
August 2002 to prescribe accounting standards for Singapore-incorporated
companies and to review and recommend corporate governance and disclosure
practices on a continuing basis. The accounting standards prescribed by the Council
on Corporate Disclosure and Governance are known as Financial Reporting
Standards, which are closely modelled after the International Accounting Standards
and International Financial Reporting Standards issued by the International
Accounting Standards Board.

A2  With the enactment of the Accounting Standards Act and the dissolution of the
Council on Corporate Disclosure and Governance on 1 November 2007, the
Accounting Standards Council (ASC) took over the task to make or formulate
accounting standards from the Council on Corporate Disclosure and Governance. In
addition to making or formulating accounting standards for companies, the
Accounting Standards Council also makes or formulates accounting standards for
charities, co-operative societies and societies.

A3  The Accounting Standards Council — Committee for Charities is chaired by the
Commissioner of Charities with representations from the donor, regulator, and
professional (auditor and accountant) sectors. It is tasked to help make or formulate
accounting standards for charities.

Charities Accounting Standard

A4  The Accounting Standards Council has developed a set of accounting
standards for charities (the Charities Accounting Standard). The Charities
Accounting Standard is developed based on the requirements of the Financial
Reporting Standards, taking into account the context and circumstances relevant to
the charity sector. It aims to better meet the needs of the charity sector and its
stakeholders.

A5  The Charities Accounting Standard sets out the basis for preparing and
presenting financial statements for the charity sector.

A6 For charities that adopt the Charities Accounting Standard, the provisions of
the Charities Accounting Standard shall be applied if the transaction, event or
condition is specifically addressed in the standard. However, these charities need
not follow a requirement in the Charities Accounting Standard if the effect of doing so
would not be material. For transactions, events or conditions not dealt with in the
Charities Accounting Standard, these charities shall refer to the requirements and
guidance in the Charities Accounting Standard and Financial Reporting Standards
dealing with similar and related issues, in descending order, in developing and
applying their accounting policies.
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A7 In developing the Charities Accounting Standard, the Accounting Standards
Council took reference from:

a. International Financial Reporting Standard for Small and Medium-sized
Entities;
b. Financial Reporting Standard for Smaller Entities issued by the

Accounting Standards Board of the United Kingdom;

C. Statement of Recommended Practice (Revised 2005) on Accounting
and Reporting by Charities issued by the Charity Commission for
England and Wales; and

d. Recommended Accounting Practice 6 (RAP 6) on Accounting and
Reporting by Charities issued by the Council of the Institute of Certified
Public Accountants of Singapore. RAP 6 will be withdrawn after the
issuance of the Charities Accounting Standard.

Guiding Principle

A8 In developing the Charities Accounting Standard, the Accounting Standards
Council is guided by the principle that the accounting standards shall provide
transparent and comparable financial reporting. This recognises the need for greater
disclosure to help increase the level of transparency and accountability to the
donating public and other stakeholders, and enhance public confidence in the charity
sector.

Key Highlights of the Charities Accounting Standard

A9  Greater relevance - It captures the Financial Reporting Standards
requirements that are largely applicable to the charity sector.

A10 Enhanced presentation format — It prescribes the requirements to present the
Statement of Financial Activities to provide greater clarity as to how a charity
receives and applies its income to meet its objectives.

All Consistent interpretation — A glossary of accounting terms used in the
Charities Accounting Standard is provided. This will provide more clarity on the terms
used and greater consistency and better quality of financial reporting by reducing
diversity in accounting practice and interpretation.

Preparation of Financial Statements

Al2 The main obligation of the governing board members in preparing financial
statements is to give a true and fair view of the charity’s income and expenditure
and cash flows during the financial period and of its state of affairs at the end of the
period. To achieve this, the governing board members’ judgement may dictate the
disclosure of more information than what the Charities Accounting Standard
prescribes.
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Using the Charities Accounting Standard

Al13 In the Charities Accounting Standard:

a. “Governing board members” refer to members of the governing body of
a charity or trustees for a charity having the general control and
management of the administration of the charity. In practice, other
equally valid terms are used, such as management committee
members or board of directors.

b. “Financial statements” refer to:

I. Financial statements of a charity if the charity is not required to
prepare consolidated financial statements,

il. Consolidated financial statements of a parent charity and its
subsidiaries, if the parent charity is required to prepare
consolidated financial statements.

Al4 Terms appearing in bold in the text are explained in the Glossary set out in

Appendix 1 — Glossary, and they will appear bold once rather than repeatedly in the
main text under this standard.
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INTRODUCTION

Effective Date

B1 The Charities Accounting Standard (CAS) is applicable to financial periods
beginning on or after 1 July 2011. Earlier application is permitted. If a charity applies
the CAS for an earlier period, it shall disclose that fact. A charity is not required to
apply the requirements in the CAS to comparative information that relates to financial
periods beginning before 1 July 2011 (or for a prior period for which it was not
required to apply the CAS) if it is impracticable to do so. In such a case, the charity
shall disclose that fact.

Objectives

B2  The CAS sets out the basis for preparing and presenting financial statements
for the charity sector. The definitions and accounting treatments presented in the
CAS are developed based on the requirements of the Financial Reporting Standards
(FRS)!, taking into account the context and circumstances relevant to the charity
sector. The appendices contained in this standard form part of the CAS. The CAS
excludes a number of FRS requirements that are largely not applicable to the charity
sector (please see Appendix 2 — List of Financial Reporting Standards Excluded
From Charities Accounting Standard).

B3  The objectives of the CAS are to:

a. Improve the quality of financial reporting environment of charities;

b. Enhance the relevance, comparability and understandability of
information presented in the financial statements of charities;

C. Assist those who are responsible for the preparation of the financial
statements of charities; and

d. Reduce diversity in accounting practice and presentation across
charities.

General recognition and measurement principles

B4 For transactions or events not addressed in the CAS, governing board
members shall use their judgement in developing and applying an accounting policy
that results in information that is:

a. Relevant to the economic decision-making needs of users, and
b. Reliable, in that the financial statements:

! Financial Reporting Standards are Standards and Interpretations prescribed by the Accounting
Standards Council. They comprise:
a. Financial Reporting Standards; and
b. Interpretations of Financial Reporting Standards.
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I Represent faithfully the financial position, financial activities
and cash flows of the charity;

ii. Reflect the economic substance of transactions, other events
and conditions, and not merely the legal form;

iii. Are neutral, i.e. free from bias;
iv. Are prudent; and
V. Are complete in all material respects.

B5 In making the judgement described in paragraph B4, governing board
members shall refer to, and consider the applicability of, the following sources in
descending order:

a. The requirements and guidance in the CAS dealing with similar and
related issues;

b. The definitions, recognition criteria and measurement concepts for
assets, liabilities, income and expenditure, and the accounting
principles and policies set out in the respective sections of the CAS;
and

C. The requirements and guidance in the FRS dealing with similar and
related issues.

Purpose of Financial Statements

B6  The purpose of preparing a charity’s financial statements is to discharge the
governing board members’ duty of public accountability and stewardship. The CAS
sets out the accounting standards for this purpose but governing board members
shall consider providing any additional information that is needed to give donors,
beneficiaries and the general public a greater insight into the charity’s activities and
achievements. Financial statements prepared in accordance with the CAS are not a
substitute for management accounts required to run the charity on a daily basis,
though both draw on the same primary financial records.

B7  The Statement of Financial Activities provides information as to how a charity
receives and applies its income to meet its objectives. It is not intended to
demonstrate a charity’s efficiency.

B8 The Balance Sheet is not necessarily a measure of the wealth of the charity
but does show the resources available, what form those resources take and how
they are held in the different funds, and provides information about the liquidity of
assets and general solvency.

B9 The Statement of Cash Flows provides information on the ability of the

charity to generate cash and cash equivalents and the needs of the charity to utilise
those cash flows.
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B10 The notes to the financial statements:

a.

Present information about the basis of preparation of the financial
statements and the specific accounting policies used;

Disclose the information required by the CAS that is not presented
elsewhere in the financial statements; and

Provide information that is not presented elsewhere in the financial
statements, but is relevant to an understanding of any of them.

B11l In the extremely rare circumstances, the governing board members could
conclude that it would be necessary to depart from a CAS requirement, because
compliance with the requirement would be so misleading that it would conflict with
the true and fair view principles. However, such departure from the CAS is allowed
only if it is not prohibited by the Charities Act and Regulations. Under all
circumstances, the charity is required to make the following disclosures:

a.

That the governing board members have concluded that the financial
statements present fairly the charity’s financial position, financial
activities and cash flows;

That the charity has complied with the CAS, except that it has departed
from a particular requirement to achieve a fair presentation;

The nature of the departure, including the treatment that the CAS would
require, the reason why that treatment would be so misleading in the
circumstances that it would conflict with the objective of financial
statements set out in paragraph B6, and the treatment adopted; and

For each period presented, the financial effect of the departure on each
item in the financial statements that would have been reported in
complying with the requirement.

B12 When a charity has departed from a requirement in the CAS in a prior period,
and that departure affects the amounts recognised in the financial statements for the
current period, it shall make the disclosures set out in paragraphs B11(c) and (d).

Charities Accounting Standard (CAS) is set out in paragraphs 1 to 574 and Appendices 1 to 3. All the
paragraphs have equal authority. The CAS should be read in the context of its core principle
highlighted in the Preface and Introduction.
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CHARITIES ACCOUNTING STANDARD

Scope

The Charities Accounting Standard (CAS) is available as an alternative financial
reporting framework to Financial Reporting Standards (FRS) for all registered
charities and Institutions of a Public Character that are registered under the Charities
Act, except for charities that hold significant investments in any subsidiary,
associate or joint venture that is not a charity. Such charities shall adopt the FRS
as their financial reporting framework.

General

Requirement to Prepare Financial Statements

1. The governing board members shall prepare a set of financial statements for
each financial period of the charity, which comprises:

a. A Statement of Financial Activities for the financial period;

b A Balance Sheet as at the end of the financial period;

C. A Statement of Cash Flows for the financial period;

d Notes explaining the accounting policies adopted and other notes

which explain or expand upon the information presented in the financial
statements referred to above or which provide further useful
information; and

e. The comparative figures for the previous financial period provided in
accordance with the CAS.

2. The Statement of Financial Activities, Balance Sheet and Statement of Cash
Flows shall be given equal prominence in the financial statements and shall not be
relegated to the notes to the financial statements.

Compliance with the CAS

3. A charity whose financial statements comply with the CAS shall make an
explicit and unreserved statement of such compliance?. If the financial statements
depart from the CAS in any material respect, this shall be disclosed in the notes to
the financial statements giving the nature, reason and justification for the departure,
the treatment adopted, and the financial impact.

% This statement may be included within the notes to the financial statements and could read as
follows: “These financial statements have been prepared in accordance with the Charities
Accounting Standard”. If abbreviated financial statements are also prepared, the statement shall be
reproduced in the abbreviated financial statements.
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Consistency of Presentation

4. A charity shall retain the presentation and classification of items in the
financial statements from one period to the next unless:

a. It is apparent, following a significant change in the nature of the
charity’s operations or a review of its financial statements, that another
presentation or classification would be more appropriate; or

b. The CAS requires a change in presentation.

5. When the presentation or classification of items in the financial statements is
changed, the charity shall reclassify comparative amounts unless reclassification is
impracticable. When comparative amounts are reclassified, the charity shall disclose:

a. The nature of the reclassification;

b. The amount of each item or class of items that is reclassified; and

C. The reason for the reclassification.
6. If it is impracticable to reclassify comparative amounts, the charity shall
disclose:

a. The reason for not reclassifying the amounts; and

b. The nature of the adjustments that would have been made if the

amounts had been reclassified.

Accounting Policies

7. Accounting policies are the specific principles, bases, conventions and rules
by which transactions are recognised, measured and presented in the financial
statements.

8. The financial statements shall be accompanied by an explanation of the basis
on which they have been prepared.

9. Accounting policies shall be consistent with the requirements of the CAS.
Where a charity has a choice, it shall select the policies that are most appropriate to
its particular circumstances, taking into account the objectives of:

a. Relevance — The quality of information that allows it to influence the
economic decisions of users by helping them to evaluate past, present
or future events or confirming or correcting their past evaluations.

b. Reliability — The quality of information that makes it free from material
error and biases, and gives faithful representation that it either purports
to represent or could reasonably be expected to represent.

C. Comparability — The quality of information that allows it to be evaluated
through time and across organisations, to help users to identify trends
and evaluate relative financial activities, financial position and cash
flows.
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d. Understandability — The quality of information that makes it
comprehensible to users who have a reasonable knowledge of
business and economic activities and accounting and a willingness to
study the information with reasonable diligence.

10.  Accounting policies shall be applied consistently to similar transactions, other
events and conditions. They shall be reviewed regularly to ensure that they remain
the most appropriate to the charity’s particular circumstances.

11. A charity shall change an accounting policy only if the change:
a. Is required by changes to the CAS; or

b. Results in the financial statements providing reliable and more relevant
information about the effects of transactions, other events or conditions
on the charity’s financial activities, financial position or cash flows.

12. Changes in accounting policies shall be accounted for in the financial
statements as follows:

a. A change in accounting policy resulting from a change in the
requirements of the CAS shall be accounted for in accordance with the
transitional provisions, if any, specified in that amendment; and

b. All other changes in accounting policy shall be accounted for
retrospectively.

13.  When a change in accounting policy is applied retrospectively, a charity shall
adjust the opening balance of each affected component of funds for the earliest prior
period presented and the other comparative amounts disclosed for each prior period
presented as if the new accounting policy had always been applied. When it is
impracticable to determine the period-specific effects of a change in accounting
policy on comparative information for one or more prior periods presented, a charity
shall apply the new accounting policy to the carrying amounts of assets and
liabilities as at the beginning of the earliest period for which retrospective application
is practicable, which may be the current period, and shall make a corresponding
adjustment to the opening balance of each affected component of funds for that
period. When it is impracticable to determine the cumulative effect, at the beginning
of the current period, of applying a new accounting policy to all prior periods, a
charity shall adjust the comparative information to apply the new accounting policy
prospectively from the earliest date practicable.

14.  When a change in accounting policy has an effect on the current period or any
prior period, or might have an effect on future periods, a charity shall disclose the
following in the notes to the financial statements:

Change in accounting policy resulting from a change in the requirements of

the CAS:
a. The nature of the change in accounting policy;
b. For the current period and each prior period presented, to the extent

practicable, the amount of the adjustment for each financial statement
item affected;
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C. The amount of the adjustment relating to periods before those
presented to the extent practicable; and

d. An explanation if it is impracticable to determine the amounts to be
disclosed in (b) or (c) above.

Voluntary change in accounting policy:

a. The nature of the change in accounting policy;

b. The reasons why applying the new accounting policy provides reliable
and more relevant information;

C. To the extent practicable, the amount of the adjustment for each
financial statement line item affected, shown separately:

I. For the current period,;
il. For each prior period presented; and
iii. In the aggregate for periods before those presented.
d. An explanation if it is impracticable to determine the amounts to be
disclosed in (c) above.
Financial statements of subsequent periods need not repeat these disclosures.

Accounting Estimates

15. As a result of the uncertainties inherent in a charity’s activities, many items in
a charity’s financial statements cannot be measured with precision but can only be
estimated. Estimation involves judgements based on the latest available, reliable
information. For example, estimates may be required of:

a. Bad debts;
b. Inventory obsolescence; and

C. The useful lives of, or expected pattern of consumption of the future
economic benefits embodied in, depreciable assets.

16. The use of reasonable estimates is an essential part of the preparation of
financial statements and does not undermine their reliability.

17. An estimate may need revision if changes occur in the circumstances on
which the estimate was based or as a result of new information or more experience.
By its nature, the revision of an estimate does not relate to prior periods and is not
the correction of an error.

18. A change in accounting estimate is therefore an adjustment of the carrying
amount of an asset or a liability, or the amount of the periodic consumption of an
asset, that results from the assessment of the present status of, and expected future
benefits and obligations associated with, assets and liabilities.

19. Changes in accounting estimates shall be accounted for prospectively.
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20. A charity shall disclose the nature and amount of a change in an accounting
estimate that has an effect in the current period or is expected to have an effect in
future periods. If the amount of the effect in future periods is not disclosed because
estimating it is impracticable, that fact shall be disclosed.

Correction of Prior Period Errors

21.  Prior period errors are omissions from, and misstatements in, the charity’s
financial statements for one or more prior periods arising from a failure to use, or
misuse of, reliable information that:

a. Was available when financial statements for those periods were
authorised for issue, and

b. Could reasonably be expected to have been obtained and taken into
account in the preparation and presentation of those financial
statements.

22.  Such errors include the effect of mathematical mistakes, mistake in applying
accounting policies, oversights or misinterpretations of facts, and fraud.

23. To the extent practicable, a charity shall correct a material prior period error
retrospectively in the first financial statements authorised for issue after its recovery

by:

a. Restating the comparative figures for the prior period presented in
which the error occurred, or

b. If the error occurred before the earliest prior period presented, restating
the opening balances of assets, liabilities and funds for the earliest
prior period presented.

24.  When it is impracticable to determine the period-specific effects of an error on
comparative information for one or more prior periods presented, a charity shall
restate the opening balances of assets, liabilities and funds for the earliest period for
which retrospective restatement is practicable (which may be the current period).
When it is impracticable to determine the cumulative effect, at the beginning of the
current period, of an error on all prior periods, a charity shall restate the comparative
information to correct the error prospectively from the earliest date practicable.

25. A charity shall disclose the following about prior period errors:
a. The nature of the prior period error;

b. For each prior period presented, to the extent practicable, the amount
of the correction for each financial statement line item affected;

C. To the extent practicable, the amount of the correction at the beginning
of the earliest prior period presented; and

d. If retrospective restatement is impracticable for a particular prior period,
the circumstances that led to the existence of that condition and a
description of how and from when the error has been corrected.

Financial statements of subsequent periods need not repeat these disclosures.
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Offsetting

26. A charity shall not offset assets and liabilities, or income and expenditure,
unless required or permitted by the CAS.

Going Concern

27. A charity shall be presumed to be operating as a going concern. The
governing board members shall consider whether there are significant doubts about
the charity’s ability to continue as a going concern, and in assessing whether the
going concern assumption is appropriate, taking into account all available
information about the future, which is at least but is not limited to, twelve months
from the reporting date. When the governing board members are aware, in making
the assessment, of material uncertainties related to events or conditions that may
cast significant doubt upon the charity’s ability to continue as a going concern, the
charity shall disclose those uncertainties. When the charity does not prepare
financial statements on a going concern basis, it shall disclose the fact, together with
the basis on which the financial statements are prepared and the reasons why the
charity is not regarded as a going concern. The financial statements shall not be
prepared on a going concern basis if the governing board members establish after
the reporting date their intention or the need to liquidate the charity; if such an
intention or need exists, the financial statements may have to be prepared on a
different basis where each category of assets and liabilities is re-evaluated
individually and, if so, the basis used shall be disclosed.

Prudence

28. The amount of any item shall be determined on a prudent basis. Prudence is
the caution required in establishing estimates when there is uncertainty, such that
income and assets are not overstated and expenditure and liabilities are not
understated. However, it is neither necessary to exercise prudence where there is no
uncertainty, nor appropriate to use prudence as a reason to deliberately understate
income or assets or overstate expenditure or liabilities.

Accounting for Separate Funds

29. Charities that have more than one fund under their control are required to
comply with additional requirements. Their financial statements shall provide a
summary of the main funds, differentiating in particular between unrestricted income
funds, restricted income funds and endowment funds. The columnar format of
the Statement of Financial Activities (and of the Balance Sheet, where the option is
taken to use a columnar presentation of funds) is designed to achieve this.
Depending on the materiality of each restricted fund, the notes to the financial
statements shall group the restricted funds under one or more headings.

30. Charities shall keep accounting records in a way that will adequately separate
transactions between different funds. Some charities may hold one or more
restricted funds, some of which may be permanent or expendable endowment funds.
The accounting for funds is set out in paragraphs 318 to 337.
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31. Any amount of funds that are set aside, proposed to be set aside, withdrawn
or proposed to be withdrawn shall be disclosed by way of a note to the financial
statements unless they are presented elsewhere in the financial statements.

32.  For each item of funds that is disclosed separately in the financial statements,
the following information shall be provided:

a. The amount of the funds at the beginning and end of the financial
period;

b. Any amount transferred to or from the funds during the period; and

C. The source and application of the amounts transferred.

Requirements Pertaining to Different Types of Financial Statements when a Charity
Holds Investments in Subsidiaries, Associates or Joint Ventures

33. A charity that holds investments in subsidiaries shall prepare consolidated
financial statements in addition to separate financial statements. The procedures
for preparing consolidated financial statements are set out in paragraphs 499 to 522.
If the charity also holds investments in associates and/or joint ventures, these
investments shall be accounted for in accordance with the requirements set out in
paragraphs 533 to 557 in the charity’s consolidated financial statements. The
accounting for these investments in the charity’s separate financial statements is set
out in paragraphs 523 to 526 and 558 to 561.

34. A charity that holds investments in associates and/or joint ventures but not
subsidiaries shall prepare financial statements in which these investments are
accounted for in accordance with the requirements set out in paragraph 533 to 557
in addition to separate financial statements. The accounting for these investments in
the charity’s separate financial statements is set out in paragraphs 558 to 561.

Disclosures and Formats

35. A charity’s financial statements shall comply with the formats of the Statement
of Financial Activities, Balance Sheet and Statement of Cash Flows specified below.

36. The financial statements may include more detailed disclosures than any of
the items listed in the specified formats.

37.  Where there is no amount to be shown for an item in the current and previous
financial periods, the line listed in the specified formats shall not be included. Every
item in the Statement of Financial Activities, Balance Sheet, Statement of Cash
Flows and notes to the financial statements shall show comparative amounts for the
previous financial period. The comparative amount for an item shall be shown, where
there is an amount to be shown for the previous financial period but not for the
current financial period.

38. A charity shall, as far as practicable, present notes in a systematic manner. A

charity shall cross-reference each item in the Statement of Financial Activities,
Balance Sheet and Statement of Cash Flows to any related information in the notes.
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Statement of Financial Activities Format

39.

The Statement of Financial Activities shall show the items listed in the order,

and under the headings and sub-headings, in the format below. The reference
numbers (e.g. A, Al, etc) are provided to facilitate cross-referencing to the relevant
sections in the CAS, and they shall not be used in the preparation of financial

statements.
Current period
©

) . . ) e S o S
© | Table A: Statement of Financial o o} e o =
o | Activities o | ol 2ol 2ol 5_| T _
5 €| EE g5 25 5828
i Z |SC|C| O OR| &R
A Income
Al | Income from generated funds
Ala | Voluntary income
Alb Activities for generating funds
Alc Investment income
A2 | Income from charitable activities
A3 | Other income

Total income
B Expenditures
B1 | Costs of generating funds
Bla Costs of generating voluntary income
Blb Fundraising trading: cost of goods

sold and other costs

Blc Investment management costs
B2 | Charitable activities
B3 | Governance costs
B4 | Other expenditures

Total expenditures

Net income/expenditure before tax

expense
C Tax expense

Net income/expenditure
D Gross transfers between funds

Net movement in funds
E Reconciliation of Funds

Total funds brought forward

Total funds carried forward
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Balance Sheet Format

40.

The Balance Sheet shall show the items listed in the order, and under the
headings and sub-headings, in the format below. The reference numbers (e.g. A, Al,
etc) are provided to facilitate cross-referencing to the relevant sections in the CAS,
and they shall not be used in the preparation of financial statements.

D)
[&]
E’ Table B: Balance Sheet Notes Curr_ent Prl_or
@ Period Period
i
A Non-current assets
Al Property, plant and equipment
A2 “Preservation of Monuments” assets
A3 Intangible assets
A4 Non-current investments:
Ada Investment assets

Total non-current assets
B Current assets
Bl Inventories
B2 Trade and other receivables
B3 Current investments
B4 Cash and cash equivalents

Total current assets
C Current Liabilities
Cl Trade and other payables
C2 Current tax payable

Net current assets or liabilities

Total assets less current liabilities
D Non-current Liabilities
D1 Non-current payables
D2 Provisions for liabilities and charges
D3 Deferred tax liabilities

Net assets or liabilities
E Funds of charity
El Unrestricted funds
Ela Unrestricted income funds
Elb Designated funds

Total unrestricted funds
E2 Restricted funds
E2a Restricted income funds
E2b Endowment funds
Total restricted funds
Total charity funds
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Statement of Cash Flows Format

41. The Statement of Cash Flows shall be shown in the format below.

Table C: Statement of Cash Flows

Notes

Current
Period

Prior
Period

Cash Flows from Operating Activities

Net income/(expenditure) before tax expense

Adjustments for:

Interest income

Interest expense

Non-cash donations

Funds, gifts, donations, grants received
specifically for endowment funds

Depreciation of property, plant and
equipment/“Preservation of Monuments”
assets/investment properties

Amortisation of intangible assets

Impairment losses on investments

Net (gain)/loss on disposal of property, plant
and equipment/“Preservation of Monuments”
assets/intangible assets/investments assets

Operating Cash Flows before Changes in
Working Capital

Inventories

Trade and other receivables

Trade and other payables

Provisions for liabilities and charges

Net Cash Flows from Operations

Income taxes paid

Net Cash Flows from (Used in) Operating
Activities

Cash Flows from Investing Activities

Disposal of property, plant and equipment/
“Preservation of Monuments” assets

Purchase of property, plant and equipment/
“Preservation of Monuments” assets

Disposal of intangible assets

Purchase of intangible assets

Disposal of investment assets

Purchase of investment assets

Interest received

Dividends received

Net Cash Flows from (Used in) Investing
Activities
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Cash Flows from Financing Activities
Proceeds from borrowings

Repayment of borrowings

Interest paid

Funds, gifts, donations, grants received
specifically for endowment funds

Net Cash Flows from (Used in) Financing
Activities

Net increase (decrease) in cash and cash
equivalents

Cash and cash equivalents, beginning
balance

Cash and cash equivalents, ending
balance

Statement of Financial Activities
General
Introduction

42. The Statement of Financial Activities is a single statement showing all income
and expenditure of a charity in the financial period on all its funds. It is designed to
show how the charity has used its resources in furtherance of its objects for the
provision of benefit to its beneficiaries. It shows whether there has been a net
income or expenditure, and provides a reconciliation of all movements in the
charity’s funds.

Structure

43. A charity shall present all items of income and expenditure of the charity in a
period on all its funds, and provide a reconciliation of all movements in the charity’s
funds. As a minimum, a charity shall distinguish between unrestricted income funds,
restricted income funds and endowment funds. All of the charity’s income and
expenditure can be categorised between these funds, but a charity will not
necessarily have funds of all three types.

44. If a charity has more than one type of fund, the statement shall show in
columns, the movements in each type of funds, and total movements of all the funds
collectively. Comparative figures for the previous financial period shall be presented
on the face of the statement only in respect of the aggregate amounts for all the
funds collectively. Comparative information for each type of funds is not required to
be presented.
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Adaptation of Formats

45. Charities shall present additional information in the Statement of Financial
Activities in order to convey a proper understanding of the nature of all their
activities, where necessary using notes to the financial statements. The Statement of
Financial Activities shall provide a clear link between income and expenditure and
the types of activities undertaken by the charity, where possible. For example:

a. A charity running a care home could use the sub-heading “Residential
Care Fees” within “A2: Income from Charitable Activities” and
‘Residential Care Costs” within “B2: Expenditure on Charitable
Activities”; and

b. A charity fundraising through a shop could use the sub-heading
“shops” within “Alb: Income from activities for generating funds” and
“B1b: Fundraising Trading Costs”.

Thus, income and expenditure can be linked together by using similar or identical
headings in different parts of the Statement of Financial Activities.

46. The governing board members shall present information in the financial
statements with clarity. A charity shall present additional line items, columnar items,
headings and subtotals in the Statement of Financial Activities when such
presentation provides information as to how a charity receives and applies its income
to meet its objectives.

47. Category headings shall be omitted where there is nothing to report in both
the current and prior periods. A charity may also vary the order in which it presents
activity categories within the income and expenditure sections of the Statement of
Financial Activities to meet its own presentational needs.

Gain or Loss on Disposal of an Asset

48. The gain or loss on the disposal of an asset shall be accounted for in net
income or expenditure in the Statement of Financial Activities in the period in which
the disposal occurs as the difference between the net sale proceeds and the net
carrying amount of the asset.

49. If the asset is donated to the charity and this donation has not been reflected
as an income upon receipt, the charity will have to account for the net proceeds from
the sale of the asset as an income in the Statement of Financial Activities.
Otherwise, only the gain or loss on the disposal of an asset shall be accounted for in
the Statement of Financial Activities.

Cost of Audit, Independent Examination or Reporting Accountant Services and Other
Financial Services

50. The notes to the financial statements shall disclose separately the amounts
payable to the auditor, independent examiner or reporting accountant in respect of:

a. The costs of their respective external scrutiny; and
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b. Other financial services such as taxation advice, consultancy and
financial advice. Where no other financial services have been provided,
this fact shall be disclosed.

Income

Basic Principles

51. Income - both for income and endowment funds - shall be recognised in the
Statement of Financial Activities when the effect of a transaction or other event
results in an increase in the charity’s net assets. This will be dependent on the
following three factors being met:

a. Entittement — normally arises when there is control over the rights or
other access to the resource, enabling the charity to determine its
future application;

b. Certainty — when it is probable that the income will be received; and

C. Measurement — when the amount of the income can be measured with
sufficient reliability.

52. All income shall be reported gross whether raised by the charity (or by
volunteers working at the charity’s direction) or its agents. However, where funds are
raised or collected for the charity by individuals not employed or contracted by the
charity, the gross income of the charity are the proceeds remitted to the charity by
the organisers of the event, after deducting their expenses.

53.  Within the charity sector, entitlement to income may arise from a wide variety
of transactions varying from contractual (i.e. exchange for goods or services of
approximately equal value between a seller and a purchaser) to the receipt of
unrestricted grants or donations (resources given to be used on any of the charity’s
purposes). Judgement will be required in deciding how individual transactions fit into
this framework and in identifying those factors that are likely to lead to different
accounting treatments. In order to understand how accounting standards apply to
different funding arrangements, governing board members need to determine for
each source of funds:

a. The legal framework (e.g. contract or trust law) governing the terms of
the arrangement and settlement of disputes.

b. The specific performance to be achieved (a contract or performance-
related grant) before entitlement to funding.

C. The intended purpose of the funds and its applications.

54. When a charity receives payment from a customer in advance of
performance, it recognises a liability equal to the amount received, representing its
obligation under the contract. When the charity obtains the right to payment through
its performance, this liability is reduced and the amount of the reduction in the liability
is simultaneously reported as income.
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55.  Where a charity has partially performed its contractual obligations, it
recognises income to the extent that it has obtained the right to payment through its
performance.

Analysis and Apportionment

56. Income shall be analysed according to the activity that produced the income,
in particular grouping separately those income generated from charitable activities
from those activities aimed primarily at generating funds.

57. In most cases it will be clear which activity generated a particular income.
When the income is generated from several activities, it is permissible to apportion
the income between the activities on a reasonable, justifiable and consistent basis.

58.  Where any apportionment has taken place, the method of apportionment shall
be disclosed in the accounting policy notes to the financial statements.

Contractual Arrangements

59. Income earned by providing goods and services in return for a fee as part of
charitable activities is recognised in the Statement of Financial Activities to the extent
that the charity has provided the goods and/or services. Where such income is
received in advance, a charity would not have entitlement to this income until the
goods or services have been provided. In this situation, income received in advance
should be deferred until the charity becomes entitled to the income.

60. Certain grant funding arrangements may contain conditions that closely
specify the service to be performed by the charity. The terms of such funding may be
set out in a service level agreement where the conditions for payment are linked to
the performance of a particular level of service or units of output delivered, for
example, number of meals provided or the opening hours of a facility used by
beneficiaries. Entitlement to the income derived from such performance-related
grants are conditional upon the delivery of the specified level of service and in such
circumstances, income should be recognised to the extent that the charity has
provided the services or goods.

61. Simply because a grant is restricted to a particular purpose of the recipient
charity does not mean it should necessarily be recognised as a performance-related
grant. The former limits how a recipient charity may expend funds to particular
purposes but does not require a specific and measurable output to be delivered by
the charity as a condition of a charity’s entitlement to the funds. Such restricted
grants are recognised on the basis set out in paragraph 73 below.

62. Where charities receive membership subscriptions, the nature of these
subscriptions may be similar to that of a gift, or a contractual arrangement to buy
services or access to certain privileges. Where the substance of the subscription is
that of a gift, the income should be recognised on the same basis as a donation. If
the subscription purchases the right to services or benefits, the income should be
recognised as the service or benefit is provided. If the subscriber receives rights to
such benefits evenly over the period of membership, then recognising such
membership income on a straight-line basis over the period of time covered by the
subscription may be an appropriate estimation technique for income recognition.
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63. Charities may also, on occasions, undertake activities under a long-term
contract. Owing to the length of time taken to complete such contracts, it may be
appropriate to recognise income and the related expenditure while contracts are in
progress.

64. A charity shall recognise income in respect of its performance under a long-
term contract when, and to the extent that, it obtains entitlement to consideration.
This should be derived from an assessment of the value of the goods or services
provided to date as a proportion of the total value of the contract. There will be
contracts where costs incurred to date reflect the work performed and in such
circumstances, it would be appropriate to calculate income to be recognised based
on the proportion of costs incurred for work performed to date in comparison with the
estimated total expenditure to be incurred on the contract. In the case of services, it
may be appropriate to use the time spent to date as a proportion of the total time to
be spent to fulfil the contract where this provides a reasonable estimate of a charity’s
performance and therefore entittement. The incurrence of costs by the charity, does
not, in itself, justify the recognition of income.

Grants and Donations Receivable

65. A pre-requisite for recognition of a promised grant or donation is evidence of
entitlement. Evidence will normally exist when the grant is formally expressed in
writing. Where entitlement is demonstrable, and no conditions are attached, such
promises should be recognised as income once the criteria of certainty and
measurability are met.

66. Charities often receive grants or donations with conditions attached that must
be fulfilled before the charity has unconditional entittement to the income. Meeting
such conditions may be either within the recipient charity’s control or reliant on
external factors outside its control. Where there is sufficient evidence that the
conditions will be met, the income should be recognised. Where uncertainty exists as
to whether the recipient charity can meet the conditions, the income should not be
recognised but should be deferred as a liability until there is sufficient evidence that
the conditions imposed can be met.

67. For example, a grant may be conditional on a charity obtaining matched
funding, or subject to a successful planning consent. Meeting the conditions
attaching to such grants will not be either certain or wholly within the control of the
recipient charity. The charity will not therefore have unconditional entittement to the
income until these conditions are met. The income should not be recognised until
there is sufficient evidence that the conditions set can be met.

68. Conditions such as the submission of accounts or certification of expenditure
can be seen as simply an administrative requirement as opposed to a condition that
might prevent the recognition of income.
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69. Income may also be subject to donor-imposed conditions that specify the time
period in which the expenditure can take place. Such a pre-condition for use limits
the charity’s ability to expend the income until the time condition is met. For example,
the receipt in advance of a grant for expenditure that must take place in a future
financial period should be accounted for as deferred income and recognised as a
liability until the financial period in which the recipient charity is allowed by the
condition to expend the income.

70.  Where the existence of a condition prevents the recognition of an income that
is receivable in the future, a contingent asset should be disclosed where it is
probable that the condition will be met in the future.

71. Recognition of a grant or donation without pre-conditions should not be
deferred even if the income is received in advance of the performance of the activity
funded by the grant or donation. In such cases, the charity has entitlement to the
income with the timing of the expenditure being within the discretion of the charity.
Income cannot be deferred simply because the related expenditure has not been
incurred.

72.  Where either a grant or a donation is given specifically to provide funding for
an item of property, plant and equipment or an item of property, plant and
equipment is donated (a gift in kind), the charity will normally have entitlement to the
income when they are receivable. At this point, all of the income should be
recognised in the Statement of Financial Activities and not deferred over the life of
the asset. Once acquired, the use of the asset will either be restricted or unrestricted.
If its use is unrestricted, the governing board members may consider creating a
designated fund reflecting the value of the asset. The relevant fund will then be
reduced over the useful life of the asset in line with its depreciation. Depreciation
should be debited to the relevant designated funds where the asset is held, if this is
the intention.

Income Subject to Restrictions

73.  The fact that a grant or donation is for a restricted purpose does not affect the
basis of its recognition within the Statement of Financial Activities. There is an
important difference for accounting purposes between restrictions placed on the
purposes for which a particular income may be used and conditions which must be
fulfilled prior to entitlement or use by the charity. The existence of a restriction does
not prevent the recognition of the income as the charity has entitlement to the
income and is simply limited by the restriction as to the purposes to which the
income can be applied.

74. Funds received for the restricted purpose of providing property, plant and
equipment should be accounted for immediately as restricted funds. The treatment of
the property, plant and equipment provided with those funds will depend on the
terms on which the funds were provided. The terms on which the funds were
received may either require the property, plant and equipment acquired to be held in
a restricted fund, or the property, plant and equipment acquisition may discharge the
restriction and the asset will be held in the unrestricted funds. There is no general
rule and the treatment will depend upon the circumstance of each individual case.
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Funds Received as Agent or Trustee of Another Charity

75.  Some funds received by a charity do not belong to the charity, for instance,
where the charity receives the funds in circumstances where the charity, acting as
agent or trustee of another charity, is legally bound to pay them over to a specified
third party/the beneficiary charity and has no legal responsibility for ensuring the
charitable application of the funds. In these circumstances, the charity that receives
the funds as an agent or trustee should not recognise the funds as income in the
Statement of Financial Activities. The funds received and the corresponding liabilities
shall be presented net in the Balance Sheet. Details of the agent or custodian
arrangement shall be disclosed in the notes to the financial statements.

Disclosure

76.  Where any income has been deferred, the notes to the financial statements
shall explain the reasons for the deferrals and analyse the movement on the
deferred income account between income deferred in the current period and
amounts released from previous periods. Income of a similar nature can be grouped
together in the notes as appropriate.

77. If the charity has received income from sources outside Singapore during the
financial period, the amount of income that is attributable to foreign sources shall be
separately disclosed. The manner in which the charity’s activities are organised shall
be considered in the analysis of the source of income.

78. Where a charity holds funds on behalf of a third party, the notes to the
financial statements should analyse the movement of funds received during the
period relating to each party or type of party where material. Where funds are held
for related parties, the disclosure shall be given regardless of whether the amount is
material or not.

Al: Income from Generated Funds

Ala: Voluntary Income

79. Voluntary income includes income generated from the following sources:

a. Gifts and donations, including legacies and donations in kind, given
by the founders, patrons, supporters, the general public and
businesses;

b. Grants which provide core funding or are of a general nature provided

by government and charitable foundations but not including those
grants which are specifically for the performance of a service or
production of charitable goods, for instance a service agreement with a
local authority; and

C. Membership subscriptions and sponsorships where these are, in
substance, donations rather than payment for goods or services.
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Where material, details of the types of activities undertaken to generate voluntary
income (e.g. gifts and donations given by the founders and grants) shall be provided
either on the face of the Statement of Financial Activities or in the notes to the
financial statements. As far as possible, the analysis categories provided here shall
match the detailed analysis provided for the costs of generating voluntary
income.

Legacies

80. The charity could monitor a legacy from the time when notification is received
to its final receipt. A charity shall not, however, regard a legacy as receivable simply
because it has been told about it. It shall only do so when the legacy has been
received or if, before receipt, there is sufficient evidence to provide the necessary
certainty that the legacy will be received and the amount of the income can be
measured with sufficient reliability.

81. There will normally be sufficient certainty of receipt, for example, as soon as a
charity receives a letter from the personal representatives of the estate advising that
payment of the legacy will be made or that the property bequeathed will be
transferred. It is likely that the amount of the income will also be measurable from
this time. However, legacies which are not immediately payable shall not be treated
as receivable until the conditions associated with payment have been fulfilled (e.g.
the death of a life tenant).

82.  The entitlements, certainty of receipt and measurability conditions are unlikely
to be satisfied before the receipt of a letter from the personal representatives
advising of an intended payment or transfer. The amount, which is available in the
estate for distribution to the beneficiaries, may not have been finalised and, even if it
has, there may still be outstanding matters relating to the precise division of the
amount. In these circumstances, entittement may be in doubt or it may not be
possible to provide a reliable estimate of the legacy receivable, in which case it shall
not be included in the Statement of Financial Activities.

83.  Where a charity receives a letter before the financial period end advising that
a payment of its interest in an estate will be made, the intended payment shall be
accrued in the Statement of Financial Activities and the Balance Sheet in the current
financial period.

84. Where a payment is received or notified as receivable (by the personal
representatives) after the financial period end, but it is clear that it had been agreed
by the personal representatives prior to the period end (hence providing evidence of
a condition that existed at the reporting date), it shall be accrued in the Statement of
Financial Activities and the Balance Sheet in the current financial period.

85. Where the charity has been notified of material legacies and these legacies
are not included in the Statement of Financial Activities because the conditions for
recognition have not been met, this fact and an estimate of the amounts receivable
or a statement that a reliable estimate cannot be made shall be disclosed in the
notes to the financial statements. Similar disclosures shall be provided for any
material assets bequeathed to the charity but subject to a life tenancy interest held
by a third party.
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Donations in Kind

86. Where the value of donations in kind can be estimated with sufficient
reliability, they shall be recorded as income. This value will usually be the price that
the charities estimate that they would have to pay in the open market for an
equivalent item. When the value of donations in kind cannot be estimated with
sufficient reliability, the charities shall disclose this fact in the notes to the financial
statements.

87. Donations in kind shall be included in the Statement of Financial Activities in
the following ways:

a. Where a donation in kind has been made to a charity for distribution or
for internal use by the charity, the income shall be recognised within
“voluntary income” in the financial period in which the donation in kind
is receivable.

b. Where a donation in kind has been made to a charity for conversion
into cash, the income shall be recognised within “activities for
generating funds” in the financial period in which the donation in kind is
receivable. An adjustment shall be made to the initial value recognised
upon realisation of the donation in kind, if this is different from the initial
value. However, where it is not practicable to estimate the value of the
donation in kind with sufficient reliability, the income shall be included
in the financial period in which the donation in kind is sold. Such
donation in kind, whilst regarded as a donation in legal terms, is in
economic terms similar to trading and shall therefore be included
within “activities for generating funds”. The most common example is
that of second-hand goods donated for resale.

88. In all cases, the amount at which donations in kind are included in the
Statement of Financial Activities shall be either a sufficiently reliable estimate of their
value to the charity or the amount actually realised.

89. The basis of valuation shall be disclosed in the accounting policies notes to
the financial statements.

Alb: Activities for Generating Funds

90. Activities for generating funds are the trading activities carried out by a charity
to generate income, which will be used to fund its charitable activities. The activities
included within this category involve an element of exchange, with the charity
receiving income in return for providing goods, services or an entry to an event. This
category will include:

a. Fundraising events such as jumble sales, firework displays and
concerts (which are legally considered to be trading activities);

b. Those sponsorships and social lotteries which cannot be considered as
pure donations;

C. Shop income from selling donated goods and bought in goods;
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d. Providing goods and services other than for the benefit of the charity’s
beneficiaries; and

e. Letting and licensing arrangements of property held primarily for
functional use by the charity but temporarily not use for operational
purposes.

91. Whilst selling donated goods is legally considered to be the realisation of a
donation in kind, it is similar to a trading activity in economic terms and shall be
included in this section.

92. It may be possible to identify the income and expenditure for each different
component of an activity (this may have to be done for tax purposes) but often these
components are viewed as contributing to a single economic activity. Governing
board members shall consider the component of the activities being undertaken to
determine the most appropriate manner of presenting the income from such activities
but having done this, the components of income need not be analysed further. For
example, a shop may mainly sell donated and bought in goods (i.e. activities for
generating funds) but it may also sell a small amount of goods made by its
beneficiaries (i.e. income from charitable activities). It would be acceptable to classify
all the income from the shop as “shop income” under activities for generating funds.

Alc: Investment Income

93. Investment income includes income from investment assets, including
dividends, interest and rents.

94. Where a charity has subsidiaries:

a. All payments to the charity by its subsidiaries and all dividend
entitlements from them, other than amounts receivable by the charity
for the provision of goods and services to subsidiaries, shall be
separately recognised as income and appropriately described under
investment income in the parent charity’'s separate financial
statements.

b. The exact amount of a gift aid payment from a subsidiary relating to a
financial period can often only be precisely determined subsequent to
the period end, for example, with the calculation of taxable profits.
Provided that a receivable for the gift aid payment existed at the period
end, the amount of the receivable as at period end shall be adjusted
where calculations subsequent to the period end provide greater
accuracy.

C. Gift aid payments from subsidiaries shall be separately disclosed in the
parent charity’s Statement of Financial Activities within investment
income, or, if not material, in the notes to the financial statements.

95. The notes to the financial statements shall show the gross investment income
arising from each class of investment.
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A2: Income from Charitable Activities

96. Income from Charitable Activities (which may be described as “fees” in a
charity’s financial statements) is the income resulting from exchange transactions
under which a charity supplies to its customers the goods or services as part of the
direct charitable activities of the charity®. It includes any income received which is a
payment for goods and services provided for the benefit of the charity’s beneficiaries.
It will include trading activities undertaken in furtherance of the charity’s objects and
those grants (although legally donations) which have conditions, which make them
similar in economic terms to trading income, such as service level agreements with
local authorities.

97.  This category will not include grants which are for core funding or do not have
particular service requirements or are in response to an appeal. Such grants shall be
included in the section for voluntary income.

98. Income from charitable activities shall include:

a. The sale of goods or services as part of the direct charitable activities
of the charity (known as primary purpose trading);

b. The sale of goods or services made or provided by the beneficiaries of
the charity;

C. The letting of non-investment property in furtherance of the charity’s
objects;

d. Contractual payments from government or public authorities where

these are received in the normal course of trading under (a) to (c), e.g.
fees for respite care;

e. Grants specifically for the provision of goods and services to be
provided as part of charitable activities or services to beneficiaries; and

f. Ancillary trades connected to a primary purpose in (a) to (e).

99. An analysis of income from charitable activities shall be given in the notes to
the financial statements to supplement the analysis on the face of the Statement of
Financial Activities. It shall be sufficiently detailed so that the users of the financial
statements understand the main activities carried out by the charity and the main
components of the gross income receivable from each material charitable activity. As
far as possible, income shall be analysed using the same analysis categories as
those used for expenditure on charitable activities.

Contracts for Services

100. Where there are distinguishable phases of a single contract, it may be
appropriate to account for the contract as two or more separate transactions,
provided the value of each phase could be reliably estimated.

® These transactions are often referred to as being part of the charity’s trading activities.
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101. A contract for services shall be accounted for as a long-term contract where
contract activity falls into different financial periods and it is concluded that the effect
is material. In determining whether contracts shall be accounted for as long-term
contracts, the aggregate effect of all such contracts on the financial statements as a
whole shall be considered.

102. Where the substance of a contract is that the charity’s contractual obligations
are performed gradually over time, income shall be recognised as contract activity
progresses to reflect the charity’s partial performance of its contractual obligations.
The amount of income shall reflect the accrual of the right to consideration as
contract activity progresses by reference to the stage of completion of the contract
activity at the end of the reporting period.

103. Where the substance of a contract is that a right to consideration does not
arise until the occurrence of a critical event, income is not recognised until that event
occurs. This only applies where the right to consideration is conditional or contingent
on a specified future event or outcome, the occurrence of which is outside the control
of the charity.

A3: Other Income

104. Other income will include the receipt of any income which the charity has not
been able to analyse within the main income categories. This will be a minority of
income and most charities will not need to use this category. Examples of items that
fall within this category include gains on the disposal of property, plant and
equipment, and intangible assets.

Expenditure

General Rules on the Recognition of Expenditure

105. Expenditure shall be recognised when and to the extent that a liability is
incurred or increased without a commensurate increase in recognised assets or a
reduction in liabilities, or an asset is reduced without a commensurate decrease in
recognised liabilities or increase in another asset.

Contractual Arrangements

106. Where a charity enters into a contract for the supply of goods or services,
expenditure is recognised in the Statement of Financial Activities once the supplier of
the goods or services has performed its part of the contract (for example, the
delivery of goods or the provision of a service) unless the expenditure qualifies for
capitalisation as assets such as inventory.
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107. Expenditure on performance-related grants shall be recognised to the extent
that the recipient of the grant has provided the specified service or goods. The terms
of such grants may be set out in a service level agreement where the conditions for
payment are linked to the performance of a particular level of service or units of
output delivered, for example, number of meals provided or the opening hours of a
facility used by beneficiaries.

108. A grant that is restricted to a particular purpose of the recipient does not
create a performance-related grant unless the grant also includes specific
performance terms that meet the criteria set out above. Similarly, certain restricted
grants may fund a programme of work to be undertaken over a number of years by
the recipient. Again, this does not mean it shall necessarily be recognised as a
performance-related grant simply because of the period of the funding commitment
or because the grantor is involved in monitoring or influencing the focus of the work
as part of its grant making procedures.

109. For example, a grant making charity may fund a three-year research
programme enabling the recipient to undertake a programme of work identified by
the recipient as necessary to meet its own objectives or that adds to the stock of
knowledge on a topic. In order to provide funding, the work undertaken will need to
be consistent with the legal objects of the grant maker which may also, as part of its
own grant approval processes, be involved in monitoring or influencing the focus of
the work. Such arrangement would not create a performance-related grant if the
funding were not directed at providing a specified service to the grant maker or its
beneficiaries as a condition of payment. Grants without such performance conditions
that are directed at enabling the recipient to follow its own programme of work or
increasing the pool of knowledge in an area of work shall be recognised as a liability
in the Balance Sheet and charge as expenditure to the Statement of Financial
Activities where a constructive obligation arises to make the grant payment.

Non-contractual Arrangements

110. In the case of grants (other than performance-related grants) and certain
other expenditure relating directly to charitable activities, an exchange for
consideration does not arise. Such expenditure is incurred to further the charity’s
objects but without creating a contractual or quasi-contractual relationship with the
recipient of the grant or the charity’s beneficiaries. Nevertheless, the charity may still
have a liability which needs to be recognised together with the corresponding
expenditure.

Start-up and Pre-contract Costs

111. Start-up costs shall be accounted for on a basis consistent with the
accounting treatment for similar costs incurred as part of the charity’s on-going
activities. If there are no such similar costs, start-up costs that do not meet the
recognition criteria as assets under the CAS shall be recognised as expenditure
when they are incurred in the Statement of Financial Activities.
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112. Pre-contract costs shall be recognised as expenditure as incurred in the
Statement of Financial Activities. However, costs that relate directly to a contract and
are incurred in securing the contract shall be included as part of contract costs if they
can be separately identified and measured reliably and it is probable that the
contract will be obtained. When costs incurred in securing a contract are recognised
as expenditure in the period in which they are incurred, they are not included in
contract costs when the contract is obtained in a subsequent period.

Exceptional Costs

113. Exceptional costs incurred by a charity shall not be presented as a separate
category of costs on the face of the Statement of Financial Activities but, rather, shall
be included as an exceptional item within the relevant activity cost category. The
amount of each exceptional item, either individually or as an aggregate of items of a
similar type, shall be disclosed in the notes to the financial statements or on the face
of the Statement of Financial Activities (within the activity category to which the cost
relates) if that degree of prominence is necessary. An adequate description shall be
given to enable its nature to be understood.

Support Costs

114. In undertaking any activity there may be support costs incurred that, whilst
necessary to deliver an activity, do not produce or constitute the output of the
charitable activity. Similarly, costs will be incurred in supporting income generation
activities such as fundraising, and in supporting the governance of the charity.
Support costs include the central or regional office functions such as key and general
management, payroll administration, budgeting and accounting, information
technology, human resources, and financing.

115. Support costs do not, in themselves, constitute an activity; instead they
enable output-creating activities to be undertaken. Support costs are therefore
apportioned to the relevant activity cost category they support. This enables the total
cost of an activity category to be disclosed in the Statement of Financial Activities
and for the cost of the constituent sub-activities to be presented at a service,
programme or project level within the notes to the financial statements. There is
legitimate user interest in both the level of support costs incurred and the policies
adopted for their apportionment to the relevant activity cost categories that shall be
addressed through relevant note disclosures.

116. The notes to the financial statements shall provide details of the total support
costs incurred and of material items or categories of expenditure included within
support costs.

117. The notes to the financial statements shall also identify the amount of support
costs apportioned to the relevant activity cost category they support. The disclosures
required may, for example, be presented as follows (with totals reconciling with the
Statement of Financial Activities and other notes as appropriate):
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Charitable Activities Grant Support Total

Activities undertaken funding  of | costs SGD
directly activities SGD
SGD SGD

Major Activity 1

Major Activity 2

Major Activity 3

Other activities

Total

118. Where support costs are material, an explanation shall be provided in the
notes of how these costs have been apportioned to each of the activity cost
categories disclosed in the Statement of Financial Activities or supporting notes to
the financial statements.

Apportionment of Costs

119. A reliable approach to cost apportionment shall be adopted but a charity shall
also consider the materiality of the amounts involved and the costs and benefits of
the cost apportionment approach in that greater accuracy may on occasion only be
achievable at a high incremental cost.

120. In attributing costs between activity categories, the following principles shall
be applied:

a. Where appropriate, expenditure shall be apportioned directly to activity
cost category.

b. Items of expenditure which contribute directly to the output of more
than one activity cost category, for example, the cost of a staff member
whose time is divided between a fundraising activity and working on a
charitable project, shall be apportioned on a reasonable, justifiable and
consistent basis.

C. Support costs may not be attributable to a single activity but rather
provide the organisational infrastructure that enables output-producing
activities to take place. Such costs shall therefore also be apportioned
on a reasonable, justifiable and consistent basis to the activity cost
categories being supported.

121. There are a number of bases for apportionment that may be applied.
Examples include:

a. Usage - e.g. on the same basis as expenditure incurred directly in
undertaking an activity;

b. Per capita - i.e. on the number of people employed within an activity;
On the basis of floor area occupied by an activity; and
On the basis of time (e.g. where staff duties are multi-activity).



122. The bases for apportionment adopted by a charity shall be appropriate to the
cost concerned and to the charity’s particular circumstances. The bases adopted for
apportionment will normally be consistent between financial periods.

123. Particular issues arise where a charity provides information about its activities
in the context of a fundraising activity. Information about the aims, objectives and
projects of a charity is frequently provided in the context of mail shots, websites,
collections and telephone fundraising. In determining whether a multi-purpose
activity arises, and therefore a need to apportion costs, a distinction shall be drawn
between:

a. Publicity or information costs involved in raising the profile of a charity
which is associated with fundraising (costs of generating funds); and
b. Publicity or information that is provided in an educational manner in

furtherance of the charity’s objectives (charitable expenditure).

124. In the context of a fundraising activity, for publicity or information to be
regarded as charitable expenditure, it must be supplied in an educational manner. To
achieve an educational purpose, information supplied would be:

a. Targeted at beneficiaries or others who can use the information to
further the charity’s objectives;

b. Information or advice on which the recipient can act upon in an
informed manner to further the charity’s objectives; and

C. Related to other educational activities or objectives undertaken by the
charity.

Where information provided in conjunction with a fundraising activity does not meet
these criteria, it shall be regarded as targeted at potential donors and therefore
relating wholly to the fundraising activity.

125. The accounting policy notes to the financial statements shall explain the policy
adopted for the apportionment of costs between activities and any estimation
technique(s) used to calculate their apportionment.

126. Where any fundraising activity is identified as meeting the criteria of a multi-
purpose activity and part of the costs of the fundraising activity is apportioned to
charitable activities, the basis for the identification of such multi-purpose activities
and the apportionment of the related costs to charitable activities shall be explained
in the accounting policy notes.

Analysis of Expenditure into Activity Cateqories

127. The Statement of Financial Activities provides an analysis of the expenditure
incurred by a charity based on the nature of the activities undertaken. Expenditure is
split into three main activity categories, being:

a. The costs of generating funds;
b. The costs of charitable activities; and
C. The governance costs.
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The Statement of Financial Activities or the notes to the financial statements shall
include an analysis of the sub-activities, services, programmes, projects or other
initiatives that contribute to a particular activity category.

B1: Costs of Generating Funds

128. These are the costs which are associated with generating income from all
sources other than from undertaking charitable activities. The main components of
costs within this category are:

a. Costs of generating voluntary income;

b. Costs of fundraising trading, including cost of goods sold and other
associated costs; and

C. Costs of managing investments for both income generation and asset
maintenance.

129. Costs of generating funds shall not include:

a. Costs associated with delivering or supporting the provision of goods
and services in the furtherance of the charity’s objects; nor

b. The costs of any subsequent negotiation, monitoring or reporting
relating to the provision of such goods or services under the terms of a
grant or contract.

Bla: Costs of Generating Voluntary Income

130. Costs of generating voluntary income, including agents’ costs where
fundraising agents are used, shall be included within this category.

131. Some fundraising costs may be incurred in starting up a new source of
future income such as legacies, or in developing a supporter database. Start-up
costs of a new fundraising activity shall be treated in the same manner as similar
cost incurred as part of a charity’s ongoing activities. In most cases, it will be
inappropriate to carry forward start-up costs as prepayments or deferred expenditure
as the future economic benefits that may be derived are usually not sufficiently
certain.

132. The start-up costs of a new fundraising activity may be material in the context
of the overall fundraising activity. Because of their size or incidence, such costs
should be separately disclosed in the financial statements.

133. Where the costs of generating voluntary income are material, details of the
types of activity on which the costs were expended shall be shown in the notes to the
financial statements. Types of activity could include collections (e.g. street and
house-to-house collections), sponsorship, legacy development, and direct mail. As
far as possible, the analysis provided shall match the detailed analysis of voluntary
income.
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B1b: Fundraising Trading: Cost of Goods Sold and Other Costs

134. This category shall include all those costs that are incurred by trading for a
fundraising purpose in either donated or bought-in goods or in providing non-
charitable services to generate income. This includes:

a. The cost of goods sold or services provided;

b. Other costs related to the trade, including staff costs, premises costs
and other costs incurred in the activity including apportioned support
costs; and

C. Costs related to the licensing of a charity logo.

135. Where the costs associated with fundraising trading are material, details shall
be given in the notes to the financial statements to distinguish the cost of separate
trading activities in a way that matches the analysis of income.

Blc: Investment Management Costs

136. Where investment managers deduct investment management fees from
investment income, the investment income shall be recognised at gross in the
Statement of Financial Activities and the investment management fees shall be
reported within the “Investment Management costs” category.

B2: Charitable Activities

137. Expenditure on charitable activities comprises all the resources applied by the
charity in undertaking its work to meet its charitable objectives as opposed to the
cost of raising the funds to finance these activities and governance costs. Such costs
include the direct costs of the charitable activities together with those support costs
incurred that enable these activities to be undertaken.

138. Charities may carry out their activities through a combination of direct service
provision and grant funding of third parties to undertake work that contributes to the
charity’s objectives or programme of work. In such cases, the total cost of the activity
involves both costs incurred directly by the charity and funding provided to third
parties through grant making activities. Where activities are carried out through a
combination of direct service or programme activity and grant funding of third parties,
the notes to the financial statements shall identify the amount of grant making
expenditure and explain the activity funded.

139. Whe