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The Charity Commission, the independent regulator of charities in England and Wales, requires that the trustees of NHS charities protect their independence by ensuring that their funds remain separate from those of NHS bodies. The Commission has identified confusion within the NHS around whether trustees of NHS charities, particularly the 282 NHS bodies that act as corporate trustees, should consolidate their charity’s annual accounts with those of the NHS body itself. This practice essentially counts charitable funds as being within the public purse, resulting in a risk that they may be used for non-charitable purposes. 
What are NHS charities?

NHS charities receive all money donated by members of the public to NHS bodies and hospitals. They can range from the very large, like Great Ormond Street, income £52.5m, to relatively small Primary Care Trust charities such as Ravensbourne NHS Charitable Trust Fund with an income of £3,000. Together, they receive charitable income in excess of £330m and control charitable assets in excess of £2bn.
The issue 
Independence is at the heart of what it means to be a charity.  Charity trustees must act solely in the interests of the charity and its beneficiaries. The intended beneficiaries of NHS charities are the patients of the NHS, not the NHS bodies themselves. As the regulator of charities in England and Wales, the Charity Commission has concerns that the new interpretation of accounting standards by public sector accountants may undermine the independence of NHS charities. 
What is changing?
HM Treasury’s financial reporting requirements for all government bodies must now take account of international accounting standards. These include International Accounting Standard (IAS) 27, ‘Consolidated and Separate Financial Statements’, which states that consolidated accounts should be prepared for a group of entities under the control of a parent. ‘Control’ in this case is defined as ‘the power to govern the financial and operating policies of an entity so as to obtain benefit from its activities’.
How does this affect NHS charities?
The Department of Health has interpreted the new requirements to apply to NHS charities. In October 2009 they advised NHS bodies that NHS charities may be required to consolidate the relevant charitable funds into their organisation’s main accounts.

What is the Charity Commission’s view?
The Charity Commission disagrees. In our view the definition used in IAS 27 implies that, if consolidated, charitable assets are at the disposal of the public body for its own corporate use. This could be viewed as tantamount to a form of nationalisation of the gifts and donations of the public, which could lead to a decline in public trust towards NHS charities. Moreover, by including charitable assets within the consolidated accounts of NHS bodies there is a substantial risk that misapplication of charitable funds will become more frequent resulting in real losses to beneficiaries and damage to the reputation of public bodies in their communities.

We set out our position in 2001 in our publication The Independence of Charities from the State, which states that ‘for a body to be a charity, it must be independent. By this we mean that it must exist in order to carry out its charitable purposes, and not for the purpose of implementing the policies of a governmental authority, or of carrying out the directions of a governmental authority’. The document is available on the Charity Commission website:
www.charitycommission.org.uk/publications/rr7.asp
We are also concerned that a further consequence of requiring NHS charities to consolidate their accounts in this way would be to give a green light to local authorities who occupy a similar role of trustee to include charitable assets as corporate property.

Should the new standard really apply to NHS charities?
In our view the requirement for NHS charities to consolidate accounts is unsupported by any reasoned interpretation of international accounting standards. The standard IAS 27 is intended for commercial, not public sector, bodies. The equivalent standard issued by the International Public Sector Accounting Standards Board (IPSASB), states that an ‘a trustee whose relationship with a trust does not extend beyond the normal responsibilities of a trustee would not be considered to control the trust for the purposes of this Standard’. We believe that this approach is correct and should be adopted for the UK.
 What action has the Commission taken?
The Commission has been in discussion with HM Treasury to resolve the confusion, having initially raised our concerns in August 2008. We have also produced practical guidance to explain the obligations of trustees of NHS charities. The guidance, Maintaining Independence has been developed in consultation with the Association of NHS Charities and the Healthcare Financial Management Association, and is available on the Charity Commission website:
www.charitycommission.gov.org/supportingcharities/connhs.asp 
The new guidelines set out the approach the Charity Commission expects trustees of NHS charities to take towards running their charity independently, and explain that trustees should approach the Commission for advice if they have any doubts about the independence of their charity. 
What are the next steps?
The Commission is keen to continue to work with HM Treasury and the NHS Financial Controller to ensure that NHS bodies acting as trustees would not be considered to control the trust for the purposes of the standard.  We have met with HM Treasury to discuss the wider implications of this issue for local government and the public sector, but at present the issue remains unresolved.
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This briefing document is also available electronically via our ePolitix microsite, at www.epolitix.com/EN/Forums/Charity+Commission/, under Publications and Briefings.  If you have any queries please contact our Assistant Parliamentary Officer, Nathaniel Pimlott, on 020 7674 2322 or by email at � HYPERLINK "mailto:nathaniel.pimlott@charitycommission.gsi.gov.uk" ��nathaniel.pimlott@charitycommission.gsi.gov.uk�.














This briefing document is available electronically via our ePolitix microsite, at www.epolitix.com/EN/Forums/Charity+Commission/, under Publications and Briefings.  If you have any queries please contact our Public Affairs Manager, Lindsay Owen, on 020 7674 2464 or by email at � HYPERLINK "mailto:lindsay.owen@charitycommission.gsi.gov.uk" ��lindsay.owen@charitycommission.gsi.gov.uk�.

















