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Some of the complexities of charity
audit requirements have been
explained in a new guide published
by the Charity Commission. The
guide addresses some of the
questions the Commission is

often asked since changes to the
regime began coming into effect
on 1 April 2008.

Under the Charities Act 2006, all
incorporated charities (often referred
to as charitable companies) with an
income exceeding £500,000 must
have their accounts audited.

Smaller charitable companies with a
turnover between £10,000 and
£500,000 can choose to be exempt
from audit requirements under the
Companies Act 1985, and instead
have their accounts audited or
independently examined under the
Charities Act 1993.

However, the benefits for eligible
charities choosing exemption are
limited, unless their income falls
below £10,000. Then, useful

cost savings can be made and
time saved by avoiding the
paperwork needed for a full audit.
This lower limit for charities' gross
income increases from £10,000 to

There are also exceptions to

these rules for charities that have
income over £100,000 (£250,000 .
from 1 April 2009) as well as gross

£25,000 for 1 April 2009. =
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assets over £2.8 million (£3.26
million from 1 April 2009). These
charities will also require an audit.

Confusion has arisen, however,
where accounting periods have
started since 1 April 2008. In these
cases charitable companies that are
exempt from the audit requirement
under the Companies Act 2006
must nevertheless follow the audit
rules of the Charities Act 1993. They
are also required to include a
statement on their balance sheet
declaring that they are exempt from
audit under the Companies Act,
even if the accounts have been
audited under the Charities Act.

Furthermore the requirements
differ for charities operating in
England and Wales and those based
in Scotland, and those in both
jurisdictions.

confusion remains over audit exemption

Small Scottish charitable companies
can choose exemption under the
Companies Act 2006, but will still be
required to obtain an audit under
the Charities and Trustee Investment
(Scotland) Act 2005 and the
Charities Accounts (Scotland)
Regulations 2006.

The Charity Commission questions
and answers explain how audit
exemption statements should be
worded, how groups of charities
may present accounts if they
report separately but operate
under a parent organisation, and
which charitable companies can
opt for exemption. They are
available online at:
http://snipurl.com/ryox2
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tills ring profits for charity shops

in brief...

VAT waived on text donations

The Mobile Data Association (MDA),
the association for the mobile data
industry, has produced a framework
that will enable donations to UK
charities sent via SMS text message
be exempt from VAT. The framework
is the result of the Treasury's comments
in 2008 that SMS text message
donations should be treated like
other donations and not subject to
VAT. The framework, which includes
provisions for SMS text donations to
be sent to a dedicated five-digit
short code, has been approved by
major mobile operators including
Orange, O2 and Vodafone.
http://snipurl.com/ryqpa

Increase in .org

The number of registrations for
websites ending with the .org
domain rose by 27% in the first half
of 2009 compared to the same
period in 2008, according to web

hosting firm Fasthosts Internet. Steve
Holford, CMO at Fasthosts said the
increase in demand for the .org
domain may be attributed to not-
for-profit organisations investing in
the Internet to "broaden their reach
and safeguard their revenues".
http://snipurl.com/ryqqt

Virgin's online donations
launched

A new not-for-profit online donation
service operated by the Virgin Group
has been launched with the aim of
cutting charities' online fundraising
costs. Virgin Money Giving (VMG)
will enable charities to set up their
own pages via the VMG website and
promote the online donations page
to potential donators. They can also
send e-mail alerts and get help with
managing their fundraising events.
An initial set-up fee will apply as well
as a transaction fee on donations to
cover administration costs. Virgin
Money Giving believes the service
"will cut the costs to charities of
raising money online by up to 60%".
http://snipurl.com/ryqq8

VAT free imports

HM Revenue & Customs (HMRC)
has published guidance for charities
on importing certain donated goods
free of VAT from outside the
European Union (EU). The guidance
covers who can import goods free of
VAT, which goods are covered and
those goods that aren't eligible. The
guidance also explains how to claim
VAT relief and provides contact details
for the HMRC's charities helpline.

www.hmrc.gov.uk/charities/vat/import.htm

Gift Aid changes from 2010

The period in which a charitable trust
can claim back Gift Aid tax is to change
after 31 March 2010. Currently, claims
must be made no later than five years
after the end of the tax year to which
the claim relates. After 31 March
2010, claims made by a charitable
trust must be submitted no longer
than four years after the end of the
tax year to which it relates. The
change is also relevant for all other
types of charity and any Community
Amateur Sports Clubs (CASCs).
www.hmrc.gov.uk/charities/qift_aid/reclaim.htm#7
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new vetting and barring scheme launched

Charities in the UK are being reminded
of the introduction in October 2009
of new vetting and barring schemes
increasing safeguards and require-
ments for registration of staff,
contractors and volunteers, before
they can work with children and
vulnerable adults.

England, Wales and Northern Ireland
will see the introduction of a Vetting
and Barring scheme, by the
Independent Safeguarding Authority
(ISA) under the Safeguarding
Vulnerable Groups Act 2006 and the
Safeguarding Vulnerable Groups
(Northern Ireland) Order 2007.

Scotland will have a separate but
aligned Protecting Vulnerable Groups
scheme, under the Protection of
Vulnerable Groups (Scotland) Act
2007. Operated by Disclosure
Scotland, which already runs
Scotland's Criminal Records Bureau
(CRB) it is expected to be
operational in 2010.

It will be a legal requirement for
people working with children and
vulnerable adults (paid or voluntary
capacity) to be checked under the

Brokers helping social enterprises to
access investment are to be offered
financial incentives, following the
launch of a new initiative by the
National Endowment for Science,
Technology and the Arts (NESTA) and
the Office of the Third Sector (OTS).

The £90,000 Social Enterprise Access
to Investment (SEATI) programme
will aim to incentivise investment in
social enterprises, ensuring the
sector continues to grow despite the
recession, by paying 'success fees' to
Investment Readiness Providers
(IRPs) that help social enterprises to
secure funding.

It is hoped that the programme will
help to provide valuable information
about how IRPs can be financed in
the future. Jonathan Kestenbaum,

scheme and registered if working in
'controlled' or 'regulated' activities. It
will be a criminal offence for volunteer
organisations to allow a barred
person or someone not registered
with the ISA to work in a regulated
activity for any length of time.

Organisations will have five years to
register employees or volunteers,
those who fail to comply will be given
time to rectify the situation before
criminal proceedings commence.

From October 2009 the ISA must be
provided with information of
individuals who may pose a threat to
children and vulnerable adults.
Including records of disciplinary action.

From July 2010, all new and
prospective employees (including
those changing roles) and volunteers
can apply to register with the ISA
and employers and voluntary
organisations will be able to check
that job applicants are on the register.

From November 2010 it will become
a legal requirement for all new
employees (including those changing
roles) and volunteers to register with

chief executive of NESTA, claims the
programme "will provide the evidence
that social enterprises can achieve
sustainable growth with the right kind
of support".

Campbell Robb, director general of
the OTS, added that the programme
"will illustrate the real value of
investment readiness support not only
to social entrepreneurs but other
crucial stakeholders in ways that we
hope will stimulate further, long-term
investment, in this area".

The establishment of the SEATI
programme follows changes in the
eligibility requirements for the UK
Government's Enterprise Finance
Guarantee Scheme, announced in
May this year. The changes provide
extra support to Community

ISA. It will be illegal to employ new
people who are not ISA registered
from this date. The phasing in of the
scheme continues in 2011, when
existing employees and volunteers
including those with and without
CRB checks must register.

Confusion in September 2009 over
the need for certain volunteers (such
as parents) to have ISA checks has
prompted Children's Secretary Ed
Balls to order a review of the Vetting
and Barring Scheme. The review will
be overseen by ISA chairman Sir
Roger Singleton, who will report by
the beginning of December this year.

The ISA toolkit is at
www.isa-gov.org/toolkit/

FAQs on the Scottish scheme
http://snipurl.com/ryoyt

Development Finance Institutions
(CDFls), by allowing them to access
bank loans worth up to £20 million.
CDFls currently provide financial
support to businesses and social
enterprises unable to access bank
lending due to the higher risk
associated with supporting dis-
advantaged groups and communities.

Speaking in May this year, Minister for
the Cabinet Office Liam Byrne said:
"Social enterprises, businesses that make
a difference as well as a profit, can
help Britain emerge from this recession
stronger." Mr Byrne went on to
highlight that social enterprises are
finding innovative solutions to some
of the most challenging social and
environmental problems. To find out
more about the SEATI programme
www.cabinetoffice.gov.uk/third _sector/seati.aspx




benefit test

Wales recently assessed by the

demonstrate they are providing a
public benefit under the Charities

their charitable status. They have
further nine months to develop a

plan for moving towards meeting
the public benefit test.

Although the Act does not define

guidance gives examples such as
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The UK200Group is a modern and proactive professional
membership association of independent accountants and
lawyers. It provides products and services to enhance the
performance of member firms. As well as being focused

on general small to medium size businesses, members

have specialist knowledge and experience of the
agriculture, healthcare, charities, legal and property &
construction sectors to provide effective support and
advice on tax, financial management, business planning
and legal issues.

www.uk200group.co.uk

This newsletter has been prepared for general interest and it is important to
obtain professional advice on specific issues. We believe the information
contained in it to be correct. While all possible care is taken in the preparation
of this newsletter, no responsibility for loss occasioned by any person acting or
refraining from acting as a result of the material contained herein can be
accepted by the UK200Group, or its member firms or the author.

UK200Group is an association of separate and independently owned and
managed accountancy and lawyer firms and as such each has no
responsibility or liability for the acts or omissions of other members.
UK200Group does not provide client services and it does not accept
responsibility or liability for the acts or omissions of its members.

charities fail public

A third of charities in England and

Charity Commission have failed to

Act 2006. As a result they risk losing

been given three months to respond
to the Commission’s findings, and a

public benefit, Charity Commission

providing education, conserving the

environment and caring for sick
animals. The aims of charities,
providing emergency relief following
a natural disaster, are so clearly
beneficial that no special evidence is
needed to meet the test. But other
charities, such as those devoted to
preserving a particular landscape or
building, might need to spell out
how they benefit society.

According to the Charity
Commission report, four out of

the twelve organisations they
examined did not meet the test,
although this was for a variety of
reasons. One, a school, is providing
education but charges high fees
which has the effect of reducing
access to those unable to afford to

attend. Another, a hotel providing
holidays for the elderly and disabled,
appeared to be operating towards
an aim which was not stated in its
charitable objects.

As the public benefit test becomes
increasingly important, Sarah Nelson
of the Charity Commission
commented: "The examples of annual
reports available on our website, as
well as the supplementary guidance
that clarifies particular cases such as
schools, are useful for trustees
uncertain about the details of the
public benefit test."

Guidance specific to the public
benefit test is available at:

www.charitycommission.gov.uk/publicbenefit/publicbenefit.as)

scottish social enterprises win awards

Five Scottish social enterprises have
been awarded the Social Enterprise
Mark ahead of a planned UK-wide
launch on 19 November 2009. The
Mark was developed by Rise, an
organisation that supports the
development of sustainable social
enterprises. As a seal of approval it
reassures customers products or
services provided by an organisation
come from a social enterprise and
create social or environmental
benefit. The five new Scottish Award
holders include a charity that helps
people into work and training, a
recycling firm contributing to the
local job market, and a book
donation organisation that dealt
with 420 tonnes of books in 2008.

Including the Social Enterprise Mark
on products and marketing informa-
tion, organisations appeal to the
growing number of ethical consumers
looking for guarantees their purchase
helps the community or environment.

Edinburgh’s Engine Shed provides
training to people with learning

difficulties and offers premises to
other social enterprises. It was
awarded the Mark in August 2009,
and chief executive Marion
MacDonald feels the recognition has
already brought benefits. "It’s given
us confidence as an organisation.
Thanks to the Mark we can now
celebrate the fact that we’re using a
business model to create quality goods".

Appling for the award did not involve
a great administrative burden for the
Engine Shed, as they already met all
the award's criteria. Senscot, helped
with the application process and
introduced them to organisations
that had already won recognition.

Organisations seeking the award
must show through their
constitution and by what they do on
a day-to-day basis that they focus on
trading and a certain proportion of
their profits go towards socially
beneficial purposes.

Details on the Social Enterprise Mark
www.socialenterprisemark.co.uk




