
Charities Alert.
Tax considerations for charities

In a nutshell
The introduction of the tax legislation such as the corporate criminal offence related to tax 
evasion and the requirement for large charitable companies to have a published tax 
strategy reflects the increasing focus on tax governance.
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Next steps

We have put together a few questions overleaf for trustees and management to start to 
assess their understanding of and governance around the charity’s tax arrangements.
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Tax governance
Effective tax governance is 
critical to reducing tax risk and 
HMRC will expect to see evidence 
that tax risks are taken seriously 
throughout the business, 
including at Board level.
Key questions
• Can the charity articulate its 

tax strategy and how this is 
embedded in the organisation? 

• Has the charity complied with 
the Corporate Criminal
Offence rules? Can you 
provide evidence of ongoing 
monitoring and review?

• Is the charity required to 
report under the Senior 
Accounting Officer rules?

• How are the charity’s 
relationships with HMRC 
managed? Who is responsible 
for this and how does this 
impact on the implementation 
of the tax strategy?

VAT
The introduction of Making Tax Digital is an opportunity to review 
existing VAT processes to ensure they comply, and seek improvements 
or transformation to increase efficiency and accuracy.
Key questions
• Is the charity ready for digital submission of VAT returns by

April 2019 (or October 2019 for certain ‘complex’ businesses)?
• Have existing processes been reviewed to ensure digital links are in 

place throughout?
• Are records retained digitally?
• Should the charity take the opportunity to transform processes to be 

more automated, efficient, and less reliant on spreadsheets?

Direct tax
As charities diversify their income 
streams and extend activities to 
support new beneficiaries, they 
should ensure that activities 
continue to benefit from direct tax 
exemptions.
Key focus areas
• Review of income streams to 

confirm charitable exemptions
• Charitable expenditure review, 

including payments overseas
• Transfer pricing on intra-group 

services and funding
• Capital projects

Gift aid
For charities with voluntary 
income, gift aid can be a valuable 
source of additional income. 
However, the process requires 
active management to ensure 
valid claims which maximise the 
return to the charity. 
Key focus areas
• Process management 
• Record keeping
• Events
• Sponsorship
• Donor benefits

Retail Gift Aid
Where charities operate shops, 
retail gift aid can enhance the 
value of donations received. 
Retail Gift Aid schemes are an 
area of particular focus for HMRC 
and therefore charities should 
ensure that processes are 
properly managed and all 
requirements are complied with.
Key questions
• Are there clear processes for 

ensuring that gift aid 
declarations are obtained and 
sales are tracked correctly?

• Is appropriate training 
provided to shop staff and 
volunteers with gift aid 
responsibilities? Are you able 
to provide evidence of this in 
the event of an enquiry from 
HMRC?

• Can the charity demonstrate 
an appropriate level of 
internal review and sign off 
for claims and associated 
processes?
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Employment taxes
The way and where charities engage staff and volunteers can make 
employment taxes particularly complex.
Key questions:
• Do you have a process to assess the employment status of anyone 

paid off the payroll?
• Are you updating this process for the legislative changes due to be 

introduced in 2020?
• If the employment status of individuals changed would you be 

paying them National Minimum Wage?
• Are you aware of any employment tax responsibilities you may 

have outside of the UK due to the location of your activities?
• Do you track the international travel of anyone working on your 

behalf overseas?
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Business rates
Business rates relief can be a 
valuable opportunity for charities. 
It is important to ensure that 
claims are being made where this 
is possible and that these are kept 
under review, to ensure that they 
are updated if circumstances 
change. 
Key questions
• Is business rates relief available 

and being claimed?
• Are all properties being used 

mainly for charitable purposes? 
How is this monitored?

• Have any properties been 
empty for more than three 
months?
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