
Not for Profit
update
February 2020

AUDIT  •  TAX • ADVISORY

Now, for tomorrow



Welcome to the February edition 
of our Not for Profit Newsletter
Welcome to the latest Newsletter from MHA Carpenter Box and the first edition of 2020. 

This month’s edition provides an overview of the latest requirements on reporting 
serious incidents with the Charity Commission, an update on VAT recoverability and 
advertising that affects the organisations within the sector and the results from the 
Fundraising Regulator’s review of fundraising statements in annual reports.  

Our not-for-profit specialists from member firms of the MHA network are preparing new 
resources for 2020, launching later this month. So, watch this space!

Robin Evans
Partner, Head of Not for Profit
E: robin.evans@carpenterbox.co.uk
T: 01903 234094



Reporting a serious incident to the Charity 
Commission 
The Charity Commission has released updated guidance on reporting a serious incident in your charity when it involves 
a partner of the charity. A partner in this context applies to the following:

• a delivery partner or sub-contractor of the charity
• a subsidiary trading company of the charity
• an organisation that receives funding from the charity
• another charity or organisation that is linked to your charity, for example as part of a federated structure.

The guidance highlights that it is a matter for the Trustees of the charity to determine the severity of each incident and 
whether it needs to be reported on. Consideration should be given as to whether the situation materially affects the 
charity not only financially and operationally but also in terms of its staff and reputation.

The guidance is broken down into three possible situations where a report may need to be filed, and how the reporting 
may differ for each position:

• the incident involves the charity’s funds, brand, people or an activity that it funds or is responsible for – likely to be 
reportable

• the incident does not involve the charity’s funds, brand or people but could have a significant impact on the charity – 
less likely to be reportable

• the incident does not involve the charity’s funds, brand or people and has little or no impact on the charity – unlikely to 
be reportable.

The first category is considered the highest risk, especially in circumstances where the partner has the same branding 
as the charity (the public may identify them as the same entity) and therefore an incident at the partner may cause 
reputational damage to the charity through presumed association. 

Full guidance from the Commission can be found here.

Launching soon!

MHA 
TRUSTEE HUB

• guidance
• templates
• checklists
• model documents
• bitesize videos
• literature
...and much more!A quick-access resource 

portal for trustees.

https://www.gov.uk/guidance/reporting-a-serious-incident-in-your-charity-when-it-involves-a-partner


Charity Commission 
launching 
consultation on 
responsible investing
As announced in a blog post by Strategic Policy 
Advisor, Sian Hawkrigg, the Charity Commission have 
launched a consultation on responsible investment. 
The post highlights that there is a growing expectation 
and pressure from the general public for charities to be 
transparent and vigilant when it comes to aligning their 
activities with their aims and values.

Acknowledging that some charities already hold 
responsible and ethical investment policies, the 
Commission are keen to gain an understanding on the 
issues that are holding others back. They hope this will 
help them to understand how they can raise awareness 
of the options available to trustees. This activity will 
aid them in developing ways to equip charities with the 
required tools to make investment decisions aligned 
with their mission without jeopardising their financial 
returns.

The Commission are seeking views from charity 
trustees, charity investment managers and anyone 
else with an interest in this issue. Please send any 
thoughts you would like share on the matter to                        
policy@charitycommission.gov.uk by Tuesday 31 
March 2020 to contribute.

Safeguarding 
resources
The National Council for Voluntary Organisations 
(NCVO) has recently released a new suite of resources 
to assist organisations with safeguarding. The 
resources include a range of different tools from videos 
and podcasts to briefings and more practical tools. 

They cover a wide range of topics such as policies, 
training, reporting and responsibilities. Detailed guides 
for specific roles for example for Trustees, chief 
executives, volunteer managers etc. are also available. 
The NCVO hopes that providing this support will help 
to build safer cultures and more supportive behaviours 
regarding safeguarding in organisations of all sizes.  

The release of these resources marks the end of phase 
one of work funded by the Safeguarding Training Fund, 
a partnership between the Department for Culture 
Media and Sport (DCMS) and the National Lottery 
Community Fund. Phase two is to focus on delivering 
training, promote and champion safeguarding/safe 
culture and enabling local networking. 

To access the NCVO Knowhow resources on 
Safeguarding, follow the link here.

https://charitycommission.blog.gov.uk/2020/01/15/how-do-charities-approach-investing-in-line-with-their-purpose-and-values-we-want-to-know-and-we-want-to-help/
mailto:policy%40charitycommission.gov.uk?subject=
https://knowhow.ncvo.org.uk/safeguarding


IR35 – practical steps                                           
to the April deadline

IR35 SERIES - PART 8

Watch now!

Charities fail 
to comply with 
fundraising 
requirements 
Research carried out by the Fundraising Regulator 
has found that nearly two thirds of Charities are failing 
to adhere to fundraising reporting requirements. The 
regulator sampled 106 annual reports which were 
selected at random from a wide range of charities, 
varying in size, that had spent over £100,000 on 
fundraising in the year. When reviewing the fundraising 
statements in the reports they found that 60 per cent 
had not complied with the requirement under the 
Charities (Protection and Social Investment) Act 2016 
to explain their fundraising practises in full.  There were 
a few key areas that were identified to be missing from 
many of the fundraising statements, these included the 
following:

• information on how the charity’s fundraising 
activities are guided by the Code of Fundraising 
Principles

• commentary of how fundraising campaigns were 
managed and run and who was carrying out the 
activity

• explanations of fundraising activities carried out for 
the charity by a third party

• details of the amount of fundraising complaints 
received during the year.

The regulator has since published some good-practice 
guidance, explaining exactly what charities need to 
disclose in their annual reports. You can also find 
example reports and further information on their 
website here.

VAT Updates
Cambridge University VAT case

In our July 2019 issue of eNews we highlighted 
the Cambridge University VAT Case. The Court of 
Justice of the EU (CJEU) ruled against the University’s 
decision regarding their treatment of costs incurred 
on investment management charges. Cambridge 
University had treated the charges as supporting all 
its activities and therefore, the overhead recovery rate 
of VAT could be applied. This is the same approach 
as currently applied by charities to VAT on fundraising 
since the Children’s Society case in 2005.

HMRC have stated that they are awaiting the Court 
of Appeal’s final judgement before making any 
announcements about what charities need to do. 
Charities do not yet need to pay back the VAT recovered 
on investment management charges. However, we 
anticipate that charities will have to do so in due course 
and therefore recommend that a provision should 
be made in the accounts for the full amount of VAT 
recovered. 

There is currently no reason to expect that HMRC will 
change their mind on the recovery of VAT on costs of 
fundraising. Currently therefore we do not consider that 
any provision needs to be made for VAT recovered on 
fundraising costs.

https://www.youtube.com/watch?v=v_u2on4MaFg&feature=emb_logo
https://www.fundraisingregulator.org.uk/


Step 5 - the right to 
be forgotten   

GDPR COMPLIANCE SERIES

Watch now!

VAT Updates 
(continued)
VAT on digital advertising 

The Charity Tax Group (CTG) has been engaging with 
HMRC regarding VAT on digital advertising for charities. 
So far, the response has been disappointing as HMRC 
is adopting a narrow view of the VAT rules. 

To recap, advertising services to charities can be zero 
rated but HMRC are saying that digital advertising 
which is targeted at specific individuals rather than the 
public in general, cannot be zero rated. 

For example, social media advertising and retargeting 
individuals revisiting websites were given as the 
key examples which are not zero rated as they are 
specifically targeted at the individual. All forms of 
digital advertising linked to use of IP addresses, such 
as behavioural targeting, audience targeting, and 
location targeting were deemed to be standard rated. 
This is due to fact that similarly to a physical address, 
the IP address has been specifically targeted to receive 
information rather than the advert being placed, that 
may or may not be reach members of the public.

A more detailed list of HMRC’s views on VAT rates for 
digital advertising can be found here.

The CTG is looking for a test case to take to the 
VAT tribunal. However, in the meantime advertising 
agencies are expected to issue VAT only invoices for 
services supplied in the last 4 years which do not 
qualify for zero rating under HMRC’s revised view. 
Where charities buy in advertising services from 
outside the UK, they need to review the services and 
account for reverse charge VAT via voluntary disclosure 
on services where the zero rating does not apply. 

These are quite complex matters and charities may 
be charged additional VAT from advertisers so if you 
think this may affect your organisation and require 
further advice then please do not hesitate to contact a 
member of our VAT team.

Frank Smart & Son Ltd VAT case

Frank Smart & Sons Ltd, a family owned farming 
company in Scotland purchased single farm payment 
units to generate EU subsidy income which was 
then used to further the taxable business activities. 
Following a case that was advised by one our MHA VAT 
Directors, Glyn Edwards, the Supreme Court accepted 
that the VAT incurred on the units was wholly relating to 
taxable business activities and therefore the VAT was 
recoverable. 

We are awaiting further developments as to the wider 
applicability of this case.

https://www.youtube.com/watch?v=1sDssOzn_pA
https://www.charitytaxgroup.org.uk/wp-content/uploads/Digital-Advertising-HMRC-response-to-the-Charity-Tax-Group.pdf


Contact Us

E: info@carpenterbox.com 
W: www.carpenterbox.com

MHA Carpenter Box is a trading name of Carpenter Box Limited, a limited company registered in England under company number 02360917. Our registered office 
is Amelia House, Crescent Road, Worthing BN11 1RL, where a list of the directors’ names is available for inspection. Registered to carry on audit work in the UK and 
regulated for a range of investment business activities by the Institute of Chartered Accountants in England and Wales. Registered with the Chartered Institute of 
Taxation as a firm of Chartered Tax Advisers.

MHA Carpenter Box is a member of MHA, an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly 
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Investments Limited is the registered owner of the UK trade mark for the name Baker Tilly. The associated logo is used under licence from Baker Tilly International 
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