NEWSLETTER

Not for Profit
Update
May 2020

Welcome to the May edition
of our NfP eNews
Welcome to the latest edition of eNews from MHA Carpenter Box. I hope all is well
with you, your families and your organisation.
In this issue, we continue to focus on the impact of COVID-19 and the related
implications by highlighting useful resources and exploring the impact on financial
reporting.
We also look at some important VAT considerations for charities that are in receipt
of Government Funding grants such as the Job Retention Scheme. If your charity
has a partial exemption VAT arrangement then this article is a must-read!
Additionally, we have highlighted some of the issues that charities are experiencing
from their new working arrangements, for example GDPR, and some cautionary tales
from a rise in fraud within the sector.
Best Wishes,

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

COVID-19 guidance for
charities
Appreciative of the sheer volume of guidance currently
being issued by Government and other institutions, we
have produced a simple, nine-part guide (download
here) highlighting the guidance that it believes is most
likely to be of help to charities:
1. Charities must continue to think differently, be it about
how they hold fundraising events or how to access
the new sources of income which are potentially
available to them
2. The confirmed details and our interpretation of the
£750m of government funding specifically set aside
to assist charities working, directly or indirectly, to
combat the impact of Covid-19
3. Details of the Charity SORP Committee’s guidance on
financial reporting, from amending Trustees’ Reports
of accounts soon to be signed to consideration to
the basis on which financial statements should be
prepared
4. Companies House’s offer to grant a three-month
extension to their usual filing deadline, if requested by
the charitable company
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5. The guidance issued by the Charity Commission,
including the use of funds, safeguarding and other
practical considerations
6. While not as concrete as Companies House’s
offering, the Charity Commission’s statement of
intent to be ‘flexible and supportive’ during the crisis,
including offering extensions to the filing deadline for
Annual Returns
7. Other Government initiatives, such as the Coronavirus
Business Interruption Loan Scheme (CBILS) and the
Coronavirus Job Retention Scheme (CJRS)
8. Details of the Charity Finance Group’s Financial
Difficulties helpline, helping charities understand and
meet their legal responsibilities in these challenging
times
9. Useful links to other guidance issued by MHA
member firms and external organisations.

3 steps to managing financial
difficulties in your charity
Read more

Guide to the
Coronavirus Job
Retention Scheme
With COVID-19 having an unprecedented impact on
nearly every organisation’s human resources, the
Government’s Coronavirus Job Retention Scheme
(CJRS) aims to ensure that employees who would
have otherwise faced redundancy as a result of the
crisis continue to receive financial support. Such is
the importance of the scheme, the Chancellor of the
Exchequer announced on 12 May that it would be
extended until the 31 October.
We have set out a guide to the CJRS, detailing,
amongst other practical matters:
• Who constitutes a ‘furloughed’ employee
• How much can be claimed
• When claims can be made from
The government portal opened on the 20th April
so claims can now be submitted. There are various
conditions which need to be satisfied prior to a claim
being made to HMRC. The calculations can be complex
as they are different to normal payroll calculations
and will need to consider the pay profile of employees,
the hours worked and contractual entitlements of
employees.
We are here to help you with all aspects of the CJRS
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process from assistance in compiling the information
required for import into the HMRC portal, help with the
calculations and with the uploading of information onto
the portal.
Please speak to your normal MHA Carpenter Box
contact or email info@carpenterbox.com for
assistance.
Accounting Considerations
As a Government Grant, when considering the
accounting treatment of CJRS funding the preparer
of the accounts will need to consider a number of
aspects. Firstly as a grant, this funding should be
included within incoming resources (rather than netting
off staff costs). The preparer should also consider the
nature of the funding and whether it is restricted or
unrestricted in nature (it would appear that the former
may be the most appropriate). We would also remind
preparers of the requirements of paragraph 5.58 which
states that a charity in receipt of government grants
must also disclose:
• The nature and amounts of government grants
recognised in the accounts.
• Unfulfilled conditions and other contingencies
attaching to grants that have been recognised in
income.
• An indication of other forms of government
assistance from which the charity has directly
benefited.

Coronavirus
Job Retention Scheme
Read more

VAT and partial
exemption –
implications of CJRS
and other Government
funding
HMRC’s offer to defer VAT payments from 20 March to
30 June will provide an immediate and obvious cash
flow benefit to many VAT-registered charities. However,
the VAT implications of the Coronavirus Job Retention
Scheme (CJRS) and any grants received from the
Government’s £750m relief fund for charities will require
closer consideration, especially by partially exempt
charities.
The Government’s CJRS support to charities who
need to furlough staff by contributing up to £2,500 per
month to an employee’s salary could be considered
a grant and therefore outside the scope of VAT. VAT
registered charities are often in the position of being
required to restrict VAT recovery on costs to reflect a
mix of activities using a business/non-business (BNB)
apportionment methodology. Some charities will use
income as a method of calculating the BNB split with
grants used as a measure of non-business use of VAT,
for example on overheads.
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Whilst an income method is helpful in terms of
simplicity it can cause a distortion of VAT recovery,
even in usual times. It is important to emphasise that
the CJRS, whilst a grant, is not intended to directly fund
non-business activities and should usually be excluded
from any BNB calculations. Charities who have a
written agreement with HMRC on the method used to
calculate the BNB split will need to review the wording
of those agreements carefully. It may be necessary to
write to HMRC to confirm the exclusion of the CJRS
grants if there are any doubts based on the wording of
agreements in place.
Funding received from the Government’s £750m pot,
most likely through the National Lottery, will also
constitute a grant and thus also fall outside the scope
of VAT. However, unlike CJRS funding, it is more likely to
be intended to finance non-business activities and thus
it could be argued that this income should be included
in a business/non-business apportionment method.
Given the relative uncertainty over how these funds will
be administered, its treatment in any partial exemption
calculations will likely vary on a case-by-case basis.
With new income streams arising during the crisis, your
charity may wish to further consider whether an incomebased method is the most appropriate way to calculate
VAT recovery, a decision we would be glad to help you
through.

Financial Planning
Webinar

Charity Tax Group
request additional
support for the sector
from Government
The Charity Tax Group (CTG) has written to the
Government to request support for charities through
the tax system during the COVID-19 pandemic. The
letter included six requests, asking the Government to:
1. Allow Gift Aid on donations arising from allowing
charities to keep payments originally made for
cancelled events/loans etc
2. Provide urgent confirmation that Gift Aid can be
claimed on donations received by charities through
Facebook (and similar operators) to release millions
of pounds
3. Confirm simplified audit processes for Gift Aid on
text/SMS donations at a time when their use may
increase
4. Confirm that no HMRC action will be taken to collect
VAT on digital advertising by charities during the
crisis
5. Extend the Expanded Retail Discount to all charity
properties to ensure 100% business rates relief for
the year 2020/2021
6. Confirm flexibility over tax deadlines and tax
administration.
MHA will aim to update you on the outcomes of this
request.
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Guidance for
Academies
A letter has recently been sent out from the ESFA
to accounting officers of academy trusts about
arrangements for financial management and reporting
during the coronavirus (COVID-19) pandemic.
To help reduce administrative burdens, ESFA and the
wider DfE are stopping, pausing or deferring all but
the most essential data collections and requests from
academy trusts. For example:
• Cancellation of the Academies Budget Forecast
Return Outturn
The Education and Skills Funding Agency have
announced that submission of the Budgeted
Forecast Return Outturn (BFRO) as at the end of
March 2020 will not be required this year. The next
required submission will be that of the Academies
budget forecast return three year (BFR3Y) and will be
made available on 23 June 2020.
At this stage the submission of financial statements,
and associated returns including auditors’
management letters and internal scrutiny reports, by
the deadline of 31 December 2020 remains.
Other areas that are covered in this letter include:
• The importance of the Academies Financial
Handbook in helping with strong governance,
financial management and decision making
• Offering financial support guidance
• Internal scrutiny
• COVID-19 safeguarding guidance.

Academies and Schools
Read more

Changes to matters of
material significance
reportable to UK
regulators
The Charity Commission for England and Wales,
the Office of the Scottish Charity Regulator and the
Charity Commission for Northern Ireland share a list of
matters which they require auditors and independent
examiners to report to the appropriate regulators on
a timely basis. The list was updated this month and
features three key changes:
• confirmation that difficulties in carrying out an audit
or independent examination that are solely due to a
national emergency need not be reported
• amendment to the guidance on the timing of
reporting to reflect the different circumstances when
a report should be made
• clarification that the guidance only applies to internal
audit engagements in very limited circumstances.

GDPR during
Coronavirus
With significant changes to how and where confidential
donor and beneficiary data is being stored and used
during this period of lockdown, the Information
Commissioner’s Office (ICO) have created a hub
with information to help organisations navigate data
protection during this time.
The hub has a series of questions and answers, and
explains, amongst many topics, that:
• Consideration needs to be given to security
measures for employees working from home
• Details of contractions of the virus within an
organisation can and should be shared amongst
employees (but employers should not be asking for
more information than is necessary); data protection
does not prevent an employer’s duty of care
• The ICO intends to reflect the flexibility permitted by
the Regulations and will not penalise organisations it
knows to be prioritising areas other than GDPR.

GDPR COMPLIANCE SERIES

Step 7 - Secure
your data
Watch now!

How best to utilise
volunteers during the
Coronavirus crisis

Coronavirus related
fraud in the charity
sector

Whether your charity already has a wealth of volunteers
or has recently become inundated with requests from
prospective volunteers, making sure that this kindly
donated time is being utilised in the most effective ways
can be key in ensuring the needs of your beneficiaries
continue to be met.

The Charity Commission have issued an alert to help
charities minimise the risk of falling victim to a recent
surge in fraudulent activities.

The National Council for Voluntary Organisations have
put together a detailed guide to involving and managing
volunteers during the coronavirus outbreak. It sets out
multiple ways in which new volunteer time can be used,
how to redirect volunteers no longer required to other
associated organisations, and the legal and safeguarding
requirements that continue to need to be met despite the
new and challenging environment.

The points to highlight are; fraudulent sales of personal
protective equipment have highlighted the need to
carry out sufficient due diligence on new suppliers;
with more employees working remotely from home
and with increased email communication, the need to
validate requests to amend bank details is far greater;
heightened pressure on fundraising should not excuse
instant acceptance of unsolicited goods, services or
donations.
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Reducing fraud in the
not for profit sector
Download
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