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The Scope of This Guidance Leaflet

This leaflet is one of many written for the volunteer Trustees of the 86% of “small” (less than
£250K/yr) charities which do not employ a full-time professional management team.

|II

They are produced by Small Charity Support to give an overview of things to consider when your
Trustees are reviewing your charity’s governance and the way it operates.

They are NOT a full and comprehensive guide to Charity Law and associated regulations. They are

just an overview of the main points from the perspective of “the person on the Clapham Omnibus”.
& &

é Please read the Disclaimer on the last page of this leaflet. é

If you need qualified professional advice you should look elsewhere, eg: the “Other Resources”
page of the Small Charity Support website:  www.smallcharitysupport.uk/index.php/other-resources

This leaflet was last updated on: 07-Oct-22

Contents

1.  Which Bank Should [ US@? .......cciireuiiiiiiinniiiiinniiniiieniiniienimesesenes 2

2.  What Information Will | Need To Open A Bank Account.........ccccceeereencrennnnnnnn. 2

3.  What If | Already Have an Account for My Charity? .......cccceveeeereencereencreennnnene. 3

4. High Street BanKs.....cccccceeciieeniiieeereneiereeneereoeernserenseeressesenseesensesssssessnssessnnens 3
4.1. What is a High Street Bank “Charity” Account? ..........ccoeveevinvveneeeeeenneenns 3
4.2. Opening a Charity Account at a High Street Bank.........c.ccccevveeeeeeeennennns 4
4.3, ON-LiNE BANKING...evtiiieiiiiiiiieieeeeeeeeccctrree e e e e e eeetrreeeeeeeeeesseannreeeeeeeesennnes 4
4.4, “The Bottom LiNE...uuieiiiiieee ettt e s e e eaae e e e 4

N o T-1 a1 AV - 7-1 ] U 5
0 70 I 101 o o [¥ ot o [ o ISR 5
5.2. Setting up an ACCOUNT......cuuiiieee e e e e e e e e e 5

6. Hard Cash — Notes, Coins, CREQUES.....c..cceeueereenertencrreneerenerenneerenseseensessnnesenns 5
6.1. Living in the ON-LiNE A ....ccooeeiireeeeee ettt e 5

7. The Bottom Line....cicceeiiiiieeiiiiiiieniiiiieniinieneiisnneessississsssssssnssssssssssssssssnsssns 6

8. Bank Websites for Charity ACCOUNtS ......c.cciieeiiiieiiiiiiiiciirc e recsreeesenenes 7
8.1. Charity BanKS ...ccceiiiiiiiiiieee ettt e et 7
8.2. High-Street BankKs ......cccuviiieeeiie ittt e e e e e e 7

© 2018-22, Small Charity Support


https://en.wikipedia.org/wiki/The_man_on_the_Clapham_omnibus
http://www.smallcharitysupport.uk/index.php/other-resources

Opening a Bank Account

Sooner or later (usually “sooner”) you will need a bank account for your charity.

The Charity Commission does not require you to have a bank account in order to register your charity. But if
you do not have one, the Charity Commission will ask you for proof of income —ie: some solid evidence that you
will have a reliable source of sufficient funds to be able to run and maintain your charity effectively.

Unfortunately the Charity Commission does not give any specific guidance on what it would, or would not,
regard as appropriate “proof of income”. A letter from an independent funder or donor confirming the award
of a grant would probably be acceptable. A vague offer of some money from friends/family might be rather
less satisfactory.

Keeping the charity’s money in your own bank account, or just “in a biscuit tin under the mattress”, is definitely
bad practice and frowned upon. Not surprisingly, therefore, the Charity Commission guidance says:

“If your organisation is operating but does not yet have a bank account you will need to explain how

the funds are securely held. The trustees must open a bank account in England and Wales and ensure

that the funds of the charity are held there as soon as the charity is registered.”

So, even if you don’t open a bank account immediately while you are in the process of setting your charity up,
you will be required to open an account before your charity becomes operational — je: before you need to start
making payments and, hopefully, receiving more incoming funds. That being the case, it is recommended that
you open a bank account as soon as is practical.

1. Which Bank Should | Use?

There is no direct answer to this question.

Banks, like the charities which use them, vary enormously. A bank whose services ideally suit the needs
of one charity may be totally unsuitable for the needs of another. And even within one bank company
there can be local variations in the appropriateness of the services provided to individual charities
depending on the approach taken by the local branch (usually the small businesses accounts manager).

Note that it can be very tempting for a Treasurer to open a charity account with the same bank branch as
they have their personal account. The advantages of local convenience, and the fact that one is already
personally known at the branch, can be valuable considerations. And some published guidance does
actually recommend that. But a bank providing an ideal personal account service isn’t automatically
guaranteed to provide the best charity account service.

Note also that, in addition to the familiar “high street” banks, there are also two specialist banks providing
accounts and banking services exclusively to the charity and not-for-profit sector. They are CAF Bank and
Unity Trust Bank (click on the names to go to their websites).

So it’s very much a case of “horses for courses” and shopping around to find the most appropriate deal
for your charity. The best that this leaflet can offer is to highlight some of the points to watch out for
when negotiating with different banks. In particular, do check on what each bank charges for charity
accounts. Not all are free (including the two charity banks), even if their personal accounts are free.

2. What Information Will | Need To Open A Bank Account

Much of the information now required to open a new bank account is determined not directly by the
banks themselves but by the government’s anti-money-laundering regulations, with which all banks are
required to comply.

But there will still be differences between the information requested by different banks, either because
they have added requirements of their own, or because they have interpreted the regulations differently.

In addition to basic information about the charity itself (eg: name, charity number, operating address,
other contact information) quite a lot of detailed personal information about individuals (eg: date of birth,
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4.1.

National Insurance No:, previous names) may also be required. And it is now common for banks to
require such information on ALL personnel who hold positions of executive responsibility within the
charity — eg: Trustees, CEOs — whether or not they will actually be signatories to the account.

It is likely that much of the personal data required to open a bank account will also be required for other
purposes — eg: recording details of Trustees for the Charity Commission’s Register of Charities.

Some suggestions on how to cope with that in the “new age” of GDPR are covered in a separate leaflet,
which can be found on the Example Policies & Procedures page of the Small Charity Support website,
http://www.smallcharitysupport.uk/index.php/what-s-available/12-about-small-charity-support/9-example-
policies-procedures

What If | Already Have an Account for My Charity?

This very much depends on what kind of account you already have and what kind of charity you are trying
to register.

If you are/were a small unregistered charity (ie: below the £5000 threshold for registration with the
Charity Commission) and are now just wanting to register it formally as an Unincorporated Association
because your annual turnover has, or is expected shortly to, exceed the threshold then you can probably
continue using the same account.

But if you are wanting to re-register an existing unincorporated association charity as a Charitable
Incorporated Organisation (CIO) the situation is a bit more difficult. And different banks may have
different ways of dealing with it.

The difficulty arises because ClOs are, legally, a quite different entity from unincorporated charities
(whether the unincorporated charity is registered with the Charity Commission or not). Therefore, so far
as the bank is concerned, the CIO that you are trying to register is an entirely different “customer” from
your existing charity.

It's a bit like going into a bank and saying “My name is John Doe. | have a bank account which | don’t need
any more. But | have a friend, also called John Doe, who needs a new bank account. Can | just transfer
my account to him?” You might both have the same name; you might even live in the same house; but,
legally, you are still two distinct individuals and, therefore, two separate customers from the bank’s
perspective. And that means that the bank is likely to require the other John Doe to open his own account
in his own name (not least because anti-money laundering regulations will require that). If the first John
Doe is still happy to close his account having transferred any remaining money to the second John Doe
that will be a personal transaction between the two of them in which the bank has no direct involvement.

As indicated earlier — you should expect banks to differ and you may need to “shop around” to find the
solution which best meets your particular situation.

However, CAF Bank has been known to allow an Unincorporated Charity which re-registered as a
Charitable Incorporated Organisation (CIO) to keep the same account (ie: the same Sort-Code and Account
No:) and simply issued new cheque books printed with the charity’s new charity number.

High Street Banks

What is a High Street Bank “Charity” Account?

Many — but by no means all — of the “household name” high street banks provide “free” accounts for small
charities. They come under a variety of names — charity account; community account; club account;
treasurer’s account — depending on which bank you go to. But whatever they are called they are all
managed as part of the banks’ business services rather than their services for personal customers.

III

The threshold for what qualifies as “small” also varies from bank to bank, but is typically an annual
turnover of less than £100,000. There may also be thresholds — eg: the number of transactions (cheques
issued and/or deposits) in a year.

Note, too, that “free” generally refers only to “everyday” transactions, eg:issuing cheques, BACS
payments/receipts, “over-the-counter” deposits. And only while the account is in credit. Other
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4.2,

4.3.

4.4.

transactions, eg: cancelled cheques, overdrafts, bankers’ drafts are usually chargeable at ordinary
commercial rates.

Opening a Charity Account at a High Street Bank

Because High Street banks are frequently changing the way that they operate their business/charity
accounts it is not practical to include in this leaflet a “definitive” guide to opening a charity account with
each individual bank.

The Resource Centre has a website which gives some information on some High Street banks:
http://www.resourcecentre.org.uk/information/bank-accounts-for-community-and-voluntary-organisations/
but the information it contains is also somewhat limited.

It seems that most of the banks offering charity accounts do not offer any “walk-in” facilities for opening
such an account in-branch. Instead you either have to telephone their business services division or
register on-line (some offer both). If any personal follow-up is required — eg: to validate signatories to
the account —it seems that this has to done through a pre-booked appointment with the Business
Manager in your local branch (ie: you generally can’t just walk in and ask to speak with someone).

Because all banks have to comply with stringent anti-money-laundering regulations, opening an account
is quite an arduous process. It’s not uncommon for the registration form to be 20 or more pages long.
You will need quite a lot of information on everyone who will be involved in the account (see sections 1
& Error! Reference source not found.). That will usually include ALL the Trustees (even if they are not
going to be signatories on the account?!) plus any administration staff who will be signatories to the
account. Not all banks may require all of the listed information, but you are advised to have it to hand
anyway.

The process is shortened somewhat if your Trustees and intended signatories are already customers of
the bank at which you are intending to open your account. In that case the bank can usually validate the
signatory from their existing records without the individual having to go to the bank in person. But for
those who are not existing customers, a visit to the bank is usually mandatory. This can be complicated
if your Trustees are widely located and cannot easily get to the branch where you are opening your charity
account Manager how Trustees/Signatories can go to their own local branch for validation. In that case
you will probably have to negotiate with your local Business

In short —there is no simple, universal way of opening a charity account with a high-street bank. The best
place to start is to look at the website (search for “charity account”) of the bank that you are thinking of
using.

On-Line Banking
You will probably want your chosen bank to provide with on-line banking to enable you to:

a: Look at statements on-line;
b: Make payments on-line ie: BACS payments.
Most high-street banks provide on-line banking facilities. But because “charity” accounts are just a small

part of their “business accounts” services, their on-line facilities are targeted at the needs of small
commercial businesses rather than charities.

In particular, this can mean that their facilities for the dual authorisation of payments and withdrawals (as
required by Charity Commission good practice guidelines) can be inadequate or non-existent.

“The Bottom Line

It seems that most small charities have their bank current account with one of the big “High Street” and
are reasonably satisfied with that.

However, the key factors in choosing which company to bank with seems to be that the Trustees are
familiar with “High Street” banks and when it came to setting up their charity current account initially
their Treasurer simply went to the High Street bank where he/she was already a customer.

1

This is because all Trustees have equal “responsibility” for the charity’s finances, whether or not they are the
“Treasurer” and whether or not they are signatories to the account.
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Charity Banks

Introduction

There are just two banks which provide current accounts exclusively for the charity/voluntary sector.
e CAF Bank — which is the trading arm of the Charities Aid Foundation, a registered charity itself;
e Unity Trust Bank

Neither of these banks have any visible “high street” presence — je: if you walk along any high street you
won’t come across either of these banks — which is why the Trustees of most small start-up charities don’t
know about them and, therefore, don’t consider them as an alternative to the standard “high street
banks”.

However, unlike the business sections of “high street banks” both these “charity banks” are specifically
targeted at charities (large as well as small) so the services that they provide are much more consistent
with the good practice requirements of the Charity Commission. In particular they provide better facilities
for the dual-authorisation of transactions on-line.

Although neither “charity bank” has a visible high street presence, both do provide “over the counter”
services — eg: if your charity needs to deposit cash (eg: cash donations received at a fund-raising event).
In the case of CAF Bank that can be done through any high street branch of HSBC and in the case of Unity
Trust Bank through any high street branch of NatWest.

Both banks also offer a range of additional financial services, eg: the ability to receive payments by
debit/credit card, either on-line or by card-reader; the ability to set up and receive payments by direct
debit (eg: membership subscriptions).

There are, of course, a number of differences between the two banks in the way that they operate and
the range of services that they provide. For small start-up charities the most significant immediate
difference is that CAF Bank requires a minimum start-up deposit of £1000 while the Unity Trust Bank
requires an initial deposit of only£500. But note that CAF Bank does NOT require a minimum of £1000 to
be kept in the account at all times — so it is possible to set up a CAF Bank account with at least part of the
initial £1000 being a loan (typically interest-free unsecured) from “a well-wisher” and then repay the
lender once the account is open.

Setting up an Account

And, in addition, it is much easier to set up a charity account with them — particularly where the charity’s
Trustees are scattered and therefore cannot all get into the bank at the same time to prove their identity
— because these banks are able to verify Trustees identity through the charity’s registration with the
Charity Commission.

Hard Cash — Notes, Coins, Cheques

Living in the On-Line Age

As you will probably already know from your own personal experience, dealing with “hard cash” (notes,
coins, cheques) is getting increasingly difficult as “soft money” (credit cards, debit cards and on-line
payments) become increasingly popular.

This can create significant problems for small charities — particularly those which rely on income from
small personal donations or contributions (eg: subscriptions). Many banks now significantly limit the
amounts of “hard cash” (particularly coins) that they will accept “over the counter” in their high-street
premises. So if your charity is anticipating receiving significant amounts of “hard cash” you will need to
make sure that the bank that you choose for your account is accepting such deposits AND check whether
it has any plans to withdraw such facilities in the foreseeable future.

You should also be aware that, whilst it is not illegal (so far as Small Charity Support is currently aware),
running a “flowing petty cash account” (ie: using incoming cash receipts to pay outgoing cash expenses)
it is very strongly frowned upon and will probably create significant challenges when having the charity’s
accounts independently examined.

Key reasons for that are 1: not only is such “cash flow” much more susceptible to inadvertent mistakes;
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but 2: it is very vulnerable to theft and fraud, both pre-meditated and opportunistic.

So while that might seem to be an easy solution to problems in banking “hard cash”, particularly for
relatively small amounts, Small Charity Support strongly recommends that you should avoid it if at all
possible.

The Bottom Line

There is no simple “Which Best Buy” guide to opening a bank account for your charity. And even if there
were, it would be constantly changing as banks are constantly changing the services they offer to
customers in their efforts to win market share.

So you will really need to shop around and find the best compromise between the range of services that
they offer and the convenience of the services that they offer.

In terms of understanding and catering for the needs of charities there is no doubt that the two charity-
specific banks, CAFBank and the Unity Trust Bank are often better than the typical local high-street banks
with their primary focus on their local business community.

The fact that the charity banks don’t have a “visible” high-street presence can be a bit off-putting at first.

But the practical reality is that a facility to “pop into a local bank and speak directly with someone” is not
a great advantage if that “local someone” has little or no knowledge or experience of charity banking
issues. A remote bank with a good, knowledgeable telephone helpline or on-line “chat” facility might
prove much more advantageous when it comes to getting those “inevitable little difficulties” sorted out.

So when making enquiries of potential banks, do have a well-thought-out list of the kinds of services that
you will be wanting — eg: ¥'notes/coins/cheques deposit facilities; ¥'cheque book; v debit/cash card;
v'credit cards; v'dual authentication of payments; ¥'multiple authorised signatories; ¥ on-line banking;
v'telephone banking; v'mobile phone app banking; v'interest-paying deposit account; van easily
accessible helpline facility.
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Bank Websites for Charity Accounts

IMPORTANT: The inclusion (or omission) of any particular bank in the following list is NOT a

recommendation or endorsement (or criticism) of its services

Charity Banks

CAF Bank (Charities Aid Foundation)
https://www.cafonline.org/charities

The Unity Trust Bank
https://www.unity.co.uk/sectors/charities/

High-Street Banks

Barclays
https://www.barclays.co.uk/content/dam/documents/business/communityaccountopeningform.pdf

Co-operative Bank
https://www.co-operativebank.co.uk/commercial/banking-for-charities/

HSBC
https://www.business.hsbc.uk/en-gb/products/charity-banking-community-account

Lloyds
http://www.lloydsbank.com/business/retail-business/current-accounts/treasurers-account.asp

Metro Bank
https://www.metrobankonline.co.uk/business/sector-services/products/charities-not-for-profit/

Nationwide Building Society: (Doesn’t provide charity bank accounts)

NatWest
https://www.natwest.com/business/sector-expertise/charities.html

Santander
https://www.santander.co.uk/business/current-accounts/treasurers-current-account

TSB
https://www.tsb.co.uk/business/accounts/treasurer-account/m57275-club-charity-or-society-need-to-
know.pdf
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While it is Small Charity Support’s intention to provide you
with the best possible support and information as we are able,
it is important that you read and give due consideration
to the following notices.

The information contained in this leaflet is provided in summary form and is made available
for general information purposes only. It has not been prepared with your specific needs in
mind and is not advice of any kind (whether legal, financial, or otherwise).

Please take the time to check the information in this leaflet is suited to your specific
circumstances and if you are making any important decisions, such as on financial, legal or
tax matters, you should consult a qualified professional adviser who can provide specific
advice based on your position.

Small Charity Support does not assume any liability or responsibility to any person or entity
for the information contained in this leaflet and you should not rely on any information
contained in this leaflet. Small Charity Support makes no representation as to, and does not
assume any responsibility for, the accuracy, completeness or relevance of the information
contained in this leaflet.

Please make sure that any sites you link to from this leaflet (or on our website) are
appropriate to you, as we do not endorse such websites and have no control over their
contents or how (or if) that site operates. Any links or references in this leaflet to a
company, entity, service or product does not, in any way, imply an endorsement.

© 2015-2022 Small Charity Support

This leaflet is made available to charities and not-for-profit organisations under a
Creative Commons Attributable — Non Commercial — Share Alike International 4.0 License

That license lets you remix, adapt, and build upon this material non-commercially, as long as
you credit Small Charity Support and license your new creations under the identical terms.

| ~Disclaimer-Word-V22.docx |




