
































































































Park View Community

Centre
Audit Highlights Memorandum 

for the year ended 31 August 2022

23 November 2022



2

Contents

Contents Section No.

Executive Summary 01

Summary of Audit Findings 02

Other Matters 03

Internal Control Observations 04

Appendices Appendix No.

Adjusted Journals & Surplus Reconciliation 1a & 1b

Unadjusted Journals 02

Previous Period Internal Control Observations 03

Sector News & Highlights

This report is provided on the basis that it is for the information for the Board of Trustees only and that it will not be quoted 

from or referred to, in whole or in part, for any other purpose without our prior written consent. No responsibility is 

assumed by us to any other person who may choose to rely on it for his or her own purposes.



Executive 
summary



4

Executive summary

AUDIT OBJECTIVE

The objective of the statutory audit is to enable us to give an opinion as to 

whether the financial statements show a true and fair view of the results for the 

period (and that they are in compliance with the necessary reporting standards). We 

utilise audit tests on a sample basis to provide assurance that the financial statements 

are free from material error.

It is the Trustees’ responsibility to take necessary steps to ensure that they are 

aware of all information relevant to the audit and that this has been 

communicated to us as the auditors. The points we make in this report are matters 

we felt would be useful to bring to your attention, rather than a comprehensive review 

of the Charity and its results.

It is also the responsibility of the Trustees to ensure, as far as possible, that 

accurate and reliable accounting records are maintained and that the Charity has 

sufficient policies and procedures in place to prevent and detect fraud and 

error. 

INDEPENDENCE

We considered our independence during the audit planning and continued to assess 

this throughout our work. We can confirm that there have been no changes or further 

threats identified (to our independence) arising during the audit.
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Executive summary

INTRODUCTION

Our audit work has been carried out in accordance with our audit plan communicated 

to you at the commencement of the audit.

The purpose of this report is to:

• summarise our findings in respect of the audit for the year ended 31 August 2022 

and to bring to the attention of the Trustees significant points identified during the 

audit and to confirm how these were resolved; and

• promote effective two-way communication between you and us.

STATUS OF THE AUDIT

We have substantially completed our audit of the financial statements of the Charity. 

OUR AUDIT REPORT

Subject to satisfactory completion of the outstanding items, we do not expect to make 

any modifications to our audit report.  However our responsibilities in respect of the 

audit report extend up to the date it is signed. We will advise you of any changes to 

this position, if necessary.

MATERIALITY

We planned our procedures using a materiality of £3,200 and performance materiality 

of £2,400 and have not been required to make adjustments to these.  

The threshold for reporting audit differences to you is set at 5% of the materiality 

figure, which is £160.  We would also report to you errors below this threshold if we 

considered there to be a systemic issue.

The basis of our assessment of materiality has remained consistent with the audit 

planning memorandum.

ADJUSTED JOURNALS

We have discussed with management and asked them to correct certain 

misstatements we identified in the financial statements. 

We attach a schedule (Appendix 1) that records the adjusting journals which have 

been agreed with you. 

UNADJUSTED JOURNALS

There were no unadjusted journals identified during the audit.
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Executive summary

OTHER MATTERS FOR FURTHER DISCUSSION

Section 3 includes other matters which we have highlighted from our audit work. 

CONTROL RECOMMENDATIONS

We have identified a small number of performance improvement observations –

details of which are shown at Section 4. 

In summary there were 0 red issues, 0 amber and 0 green comments raised in the 

current period. 

In respect of prior years there are no issues still outstanding.

MANAGEMENT REPRESENTATIONS

Auditors normally seek a number of ‘management representations’ from the Board, 

which confirm a number of points that we have relied upon in undertaking the audit 

and in reaching our conclusions.  Please ensure that the Management 

Representation Letter is read and approved prior to signing.

We would seek to draw your attention to the non-standard representations in this 

letter which are as follows:

• We confirm that the allocation of income and expenditure between funds is 
correct. 

POST BALANCE SHEET INFORMATION & GOING CONCERN

It is the Trustees’ responsibility to;

Make the auditor aware of any events occurring after the period end (and prior to 

signing) which could impact on the financial statements.  

Consider ‘Going Concern’ (as the basis for preparation of the financial statements) for 

a period of at least 12 months from approving the financial statements. If there are 

any uncertainties then the Trustees are required to disclose these within the financial 

statements. Auditors are required to assess the Board’s conclusions about Going 

Concern. Prior to completion we will request up to date management information, 

together with a cash-flow forecast (from those latest management accounts along 

with any further information the Board have considered in relation to Going Concern). 



Summary of Audit 
Findings
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Summary of Audit Findings

AUDIT RISKS IDENTIFIED AT THE AUDIT PLANNING STAGE

At the planning stage of the audit we identified a number of audit risks where we considered the focus of our work would be aimed.  Our responses and conclusions in respect 

of these are documented below. 

Management override of controls and income recognition are included below as there is a presumption within International Standards on Auditing (UK) for all audits that these 

are significant risks. We also include related parties and restricted funds for charity audits as we consider these are also ‘significant’ risks.

Significant audit risks Responses and conclusions

Risk of fraud in revenue recognition

There is a risk that revenue 

recognition is materially misstated due 

to fraud and completeness of income 

Audit Procedures:

Audit testing was performed on a sample of income to ensure that income recognised in the financial statements 

is consistent with supporting documentation. Cut-off was considered and tests were also performed on accrued 

and deferred income to ensure that this met the SORP criteria.  

Conclusion:

No material issues were identified following completion of our work.

Allocation of funds

There is a risk that funds are not 

correctly stated and that the income 

and expenditure is incorrectly 

allocated within restricted funds.

Audit Procedures:

We have reviewed income streams and confirmed those that are restricted. We have also ensured that the 

expenditure allocated against them has been done so in accordance with donor requirements.

Conclusion:

We can confirm that the allocation of income and expenditure between funds appears accurate.
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Summary of Audit Findings

AUDIT RISKS IDENTIFIED AT THE AUDIT PLANNING STAGE AND THE CONCLUSIONS THEREON

Significant audit risks Responses and conclusions

Management override of controls

There is a risk that management are in 

a position to override controls

Management override of controls

There is a risk that management are in a position to override controls

Conclusion:

No material issues were identified following completion of our work.

Related parties

There is a risk that related party 

transactions are not identified nor 

disclosed within the financial 

statements.

Audit Procedures:

During the audit planning process we established and confirmed with you the identified related parties and 

received confirmation that no additional related parties existed.  During the audit we have reviewed for activity 

with the named related parties.

Conclusion:

We have checked and confirmed the related party transactions and ensured adequate disclosure within the 

accounts.



Other matters
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Other matters

OTHER MATTERS TO DRAW TO YOUR ATTENTION

During the course of our audit we have identified the following issues which we would 

like to bring to your attention;

There are no such matters to draw to your attention.

SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE AUDIT

There were no significant difficulties encountered during the audit which we need to 

report to you. 

All relevant representations which we have asked you to confirm are included in the 

letter of representation.



Internal control 
observations
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Internal control observations

METHOD

As part of the audit process, we consider the overall control environment and key 

controls (relevant to the audit) that are observed or tested as part of the audit.  During 

the audit, where we identify areas where the internal controls required to be 

strengthened, we would categorised observations as follows:

Whilst these points are based on observations noted by our team during the audit 

fieldwork, they are merely recommendations for discussion with you. As 

recommendations they are therefore not a criticism of your current procedures. 

FINDINGS

We did not note any internal control observations in the current period.

The audit does not involve a comprehensive review of all controls operating within the 

Charity and as such, the following comments should not be assumed to be a 

complete statement of all weaknesses that may exist in the Charity’s control 

environment or within the detailed systems of internal control.

TRUSTEES’ RESPONSIBILITIES:

Having delegated the day-to-day control to a management team, the Trustees must 

ensure that the organisation has systems and controls in place that are suitably 

strong to enable the delegation to take place, and that they must seek to test the 

implementation of controls sufficiently regularly. 

We would respectively reiterate the point that, it is the Trustees’ responsibility to 

ensure that systems, controls, practices and procedures are suitable for the 

organisation. 

Status Classification

Red Fundamental issues which are significant and 

require urgent attention

Amber Significant matters which are less urgent but still 

require reasonably prompt action

Green These observations merit attention within an 

agreed timescale



Appendices
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Appendix 1a – Adjusted journals

Debit/(credit) Debit/(credit)

£ £

Creditors 48,000
Intercompany creditor (48,000)

TOTAL 0 0

Being reallocation of intercompany creditor
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Appendix 1b – Reconciliation of result

Surplus/(Deficit)

£

Draft result per client -£                             26,429 
Agreed Adjustments  £                                     -   

Adjusted Surplus/(Deficit) per accounts -£                             26,429 
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Appendix 2 – Unadjusted journals

There were no unadjusted errors identified during the audit.
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Sector News & Highlights

CHARITY COMMISSION PUBLICATIONS

The Charity Commission have a number of useful publications (‘CC’ numbered 

guides) and continue to update them regularly. 

We recommend that trustees regularly visit the Charity Commission website or 

subscribe to their news feed for continued guidance.

https://www.gov.uk/government/organisations/charity-commission/about/publication-

scheme

https://www.gov.uk/government/organisations/charity-commission/about/publication-scheme
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Sector News & Highlights

AUTOMATIC ENROLMENT PENSIONS AND OPPORTUNITIES TO SAVE

As of April 2019 the Employee and Employer contribution rates for Auto Enrolment 

pensions increased – but there have been no announcements about future increases 

at this stage.

DID YOU KNOW YOU COULD SAVE COSTS?

As costs of employment continue to increase, you can use salary sacrifice 

arrangements to lower employment costs. If you do not already do so, please talk to 

us about how this can help your organisation to lower its employment costs.  We have 

helped lots of other organisations do this, so ensure that you are also operating from 

the same lower cost basis as your peer and competitor organisations – we will be able 

to assist you.

From EmployER

Contribution

EmployEE

Contribution

Total

April 2017 1% 1% 2%

April 2018 2% 3% 5%

April 2019 3% 5% 8%

April 2020 3% 5% 8%

April 2021 3% 5% 8%

April 2022 3% 5% 8%

NATIONAL 

As of April 2019 the Employee and Employer contribution rates for Auto Enrolment 

pensions increased – but there have been no announcements about future increases 

at this stage.

Remember that there have been a number of rulings which have impacted 

employment costs, including:

• Travel time between work locations is counted for the purpose of assessing 

NMW.

• Where staff are required to be on standby and at or near the workplace, they are 

entitled to be paid for this time, including sleep overs.

• Regular overtime is now counted towards holiday pay calculations

Year 25+ 21-24 18-20 <18 Apprentice

2017 £7.50 £7.05 £5.60 £4.05 £3.50

2018 £7.83 £7.38 £5.90 £4.20 £3.70

2019 £8.21 £7.70 £6.15 £4.35 £3.90

2020 £8.72 £8.20 £6.45 £4.55 £4.15

23+ 21-22

2021 £8.91 £8.36 £6.56 £4.62 £4.30

2022 £9.50 £9.18 £6.83 £4.81 £4.81

% Inc 6.6% 9.8% 4.1% 4.1%
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Sector News & Highlights

NON-PRIMARY PURPOSE TRADING LIMITED

All charities have an exemption from paying Corporation Tax. If you imagine that there 

is a ‘bubble’ protecting the organisation from being subject to tax, this bubble remains 

intact unless you start to carry out ‘trading activities’.

When the charity undertakes activities in line with its ‘Aims and Objectives’, then the 

charity is not ‘trading’.  However charities often, in looking to diversify their income, 

carry out activities beyond their immediate aims and objectives. If this activity is 

diverse from the charity’s main activities, then it is known as ‘Non-Primary Purpose’ 

trading (‘NPP’).

Charities can undertake NPP trading activities, although beyond certain limits, the 

entire profits of that activity can be subject to Corporation Tax i.e. the ‘bubble’ can be 

removed, exposing those trading profits to be taxed (which is why HMRC often 

request a return is filed every few years).

Exemption:

• NPP trading is exempt if it is <25% of total income (or if the charity’s total income 

is greater than £320,000* then the maximum exemption for NPP income is limited 

to £80,000*)

If the charity’s NPP trading income is greater than 25% (or £80,000) of income, then 

the ‘profits’ of the whole of the NPP trading income is subject to tax (not just the 

excess over the exemption).  A trading subsidiary is a way to prevent any NPP trading 

income beyond those limits from becoming taxable.

If your charity currently carries out activities which are not directly related to its main 

aims and objectives, then continue to monitor income levels against exemption limits. 

Or if you are appraising new strategic options / income opportunities, ensure that 

trading considerations are factored into your deliberations. We can discuss any 

concerns you have and assist you  to structure any planned trading activities 

effectively.
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Sector News & Highlights

TRUSTEES’ REPORT – POINTS TO CONSIDER WHEN DRAFTING

‘Large’ charities (those over £500k income) are required to provide additional 

information in their report.

Structure, Governance & Management – Set out the charity’s organisational

structure (and those of trading companies); how decisions are made; policies and 

procedures for trustee induction & training; arrangements for setting remuneration of 

Key Management Personnel with benchmarks and parameters for setting their pay; 

and, relationships with related parties and any other organisations with which it 

pursues its objectives.

Objectives & Activities – Give more detail about how the aims and objectives have 

been achieved; about the short-term and longer-term objectives, including strategies 

for achieving these; the criteria for measuring success; and, the significant activities 

undertaken.

Achievements & Performance – Describe the significant charitable activities 

undertaken, set against the objectives; the performance of material fundraising 

activities against objectives set; investment performance; and, any material 

expenditure incurred to raise future income.  Link the numbers in the accounts to your 

actual activities and bring them to life!  Ensure that you cover Public Benefit.

Financial Review – Give details on significant events; and, the principal risks and 

uncertainties facing the charity and a summary of the plans and strategies for 

managing those risks.  Where investments are held, the investment policy and 

objectives set.  Defining the charity’s reserve policy and stating free reserves.

Fundraising - The charity’s approach to fundraising activity (as set out in Charity 

Commission CC20); Whether a professional fundraiser was used; Details of any 

voluntary fundraising scheme or standards the charity has signed up for; Any failures 

cited; How the charity monitored fundraising activities are were carried out; If any 

complaints have been received about its fundraising; and, What the charity has done 

to protect vulnerable people from unreasonable intrusion on a person’s privacy.

CC20 Guidance advises that large charities should comply with the Code of Fund 

Raising Practice. Where a charity has chosen not to comply with the Fundraising 

Regulator’s scheme of regulation (if you fund raise), then you must explain why within 

the Trustees Annual Report (TAR).

Plans for Future Periods – Provide a summary of the future plans, including the 

aims, objectives and details to achieve them.
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Sector News & Highlights

INDIRECT TAX – VAT 

Whilst there is a ‘trading exemption’ available to charities in terms of corporation tax, there is no such exemption from charities needing to consider VAT.

REVIEWING YOUR INCOME STREAMS

Charities often have multiple income streams, which may be outside the scope of VAT, or maybe within the scope of VAT and be ‘taxable’ or be ‘exempt’. Therefore it is vital 

that you continue to assess and appraise all income streams (and particularly any new sources that arise) in the year.  If an income stream falls under ‘business’ and attracts 

VAT (i.e. is ‘taxable’), then where all taxable income is greater than the VAT threshold then the charity MUST register for VAT.

We have included some further information on VAT in the Appendix (see back pages)

Business

Taxable

(e.g. Service 
Level 

Agreements)

0%

Zero Rated (inc
all donated 

goods)

5%

Reduced Rated

20% 

Standard Rated

Exempt

(e.g. Service 
Level 

Agreements)

Health Care / 
Welfare Service 

/ Education / 
Cultural 

Exemption

Non-Business

e.g. Grants / 
Legacies / 

Donations –
voluntary 
income

Watch 

out for

There are reliefs available to charities – but there is NO blanket exemption which stops charities needing to consider VAT.  If you would like  the comfort of our VAT health-

check, then please speak to us about taking this forward.
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Sector News & Highlights

CHARITY RESERVES – BUILDING FINANCIAL RESILIENCE

What is the definition of Free Reserves?

Unrestricted funds that are freely available (so not designated against planned future 

expenditure, not restricted and not funds held as fixed assets) – therefore Free 

Reserves are effectively the Current Assets of the charity excluding those which relate 

to restricted funds. 

Developing a reserves policy:

The reserves policy should aim to provide accountability, express confidence in times 

of uncertainty, display sustainability in a charity’s objects, while evidencing the 

trustees’ management skills and understanding of a charity’s strategy and budget.  In 

setting the policy, (CC19) guidance indicates that the following steps should be 

considered to ensure that the policy is appropriate for the charity in question:

1. Understanding the nature of charitable funds held and identifying the functional 

assets of the charity

2. Understanding the financial impact of risk, including reviewing future sources of 

income and the impact of future plans/commitments

3. Consider what level of reserves would impact negatively on attracting donors 

(holding too much/too little)

4. Agreeing a Reserves policy, specifically the amount of reserves to be held and 

how/why this has been determined. 

5. Compare actual level of free reserves to the amount identified in the policy and 

explaining any variances.

What level of reserves should our charity hold?

Each charity must consider its own position, be aware of threats and opportunities 

ahead, and create a reserves policy that is both resilient and open to flexibility on its 

way towards achieving its objectives.
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Sector News & Highlights

IS YOUR CHARITY ‘LARGE’?

Larger charitable companies will need to include extra details about their activities in 

their annual accounts (further details are available in SORP Information Sheet Three).

There are three new accounting requirements, of which two apply to charities with 

over £36m in gross annual income, gross assets over £18m or more than 250 

employees. 

The other applies simply to charities with more than 250 employees.

Income Gross Assets No. of Employees

£36m £18m 250

Requirement A – Directors’ duties to promote the charity’s purpose

For charities meeting one of the three size criteria, directors must act to promote the 

charity’s purpose and their duties should be modified to reflect this.

A reporting statement must be published on the charity’s own website and it must be 

included in the Trustees Annual Report.

It is no enough for charities to only publish their annual report on a regulator or 

registrar’s website.

Requirement B – Employee engagement

For charities with over 250 staff, asks for a statement on how directors have engaged 

with employees.  The information sheet says this could also apply to volunteers.

Charities should also consider employees' reward or incentive schemes within the 

reporting statement.

Requirement C – Stakeholder engagement

The final reporting requirement asks for a statement on how directors have engaged 

with stakeholders and gives service users, beneficiaries, funders and the wider 

community as examples.

Requirement C applies to charities that meet one of the three size criteria.
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Sector News & Highlights

IS YOUR CHARITY ‘LARGE’?

Larger charitable companies will need to comply with and publish their Streamlined 

Energy and Carbon Reporting (SECR)

Large companies, as defined in sections 465 and 466 of the Companies Act 2006, are 

companies that meet two or more of the above criteria.

The regulations require large unquoted companies that have consumed (in the UK), 

more than 40,000 kilowatt-hours (kWh) of energy in the reporting period to include 

energy and carbon information within their directors' (trustees') report.

Where a large company does NOT consume more than 40,000 kWh of energy in a 

reporting period, it qualifies as a low energy user and is exempt from reporting under 

these regulations. A statement to this effect should be included in the Trustees’ 

Report.

Income Gross Assets No. of Employees

£36m £18m 250

What does a charity need to disclose?

A charity that meets the thresholds must publish, as a minimum:

• its annual UK energy use (in kWh), as a minimum relating to gas, purchased 

electricity and transport fuel and associated greenhouse gas emissions (in tonnes

of carbon dioxide equivalent (CO2e))

• an emissions intensity ratio chosen by the charity. Intensity ratios compare 

emissions data with an appropriate business metric or financial indicator, such as 

pupil numbers, to allow comparison over time or with other organisations

• the methodologies used to calculate the required information

• a narrative of measures taken to improve energy efficiency in the period of the 

report. If no measures have been taken, this should be stated,

• In future years, the prior year equivalent figures are also required to be disclosed 

for comparison, but this is not mandatory in the first year (y/e 31/3/20).

Subsidiaries - If a charity is reporting at group level, it must include energy and 

carbon disclosures of any subsidiaries included in the consolidation, unless the 

subsidiary would not itself be obliged to include the information if reporting on its own 

account.

More information is available at; 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachm

ent_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf


Sector News & 
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Sector News & Highlights – Appendix 

VAT registration A charity is required to register for VAT when the value of its taxable supplies (standard-rated, reduced-rated and zero-

rated supplies) exceeds the UK VAT registration threshold (currently £85,000).  VAT registration is compulsory if (i) at the 

end of any month, the value of the taxable supplies made in the previous 12 months or less have exceeded the VAT 

registration threshold or (ii) at any time, if the charity expects the value of taxable supplies made in the next 30 days alone 

will exceed the VAT registration threshold.

Once VAT registered, a charity will be required to submit quarterly VAT returns and account for VAT at the appropriate rate 

on taxable supplies made.  It will also be entitled to recover VAT incurred on costs directly attributable to taxable business 

supplies it makes. 

Determining VAT recovery Registering for VAT does not necessarily mean that a charity can recover all of the VAT it incurs on expenditure.  VAT is 

only recoverable to the extent that the VAT incurred relates to the making of taxable supplies, or intended taxable supplies,

made in the course of furtherance of a business (i.e. 

supplies which are subject to VAT at the 20%, 5% or 0% rates).  VAT incurred which relates to exempt supplies, or 

intended exempt supplies, is irrecoverable (subject to de minimis limits).  

VAT incurred which relates to non-business supplies, or intended non-business supplies, is generally irrecoverable subject 

to some limited exceptions and.  Where VAT is incurred on purchases that relate to both non-business and taxable 

business activities, charities can only recover the VAT incurred to the extent that the purchases are used to make taxable 

business supplies i.e. the charity can only reclaim VAT on the proportion of the costs that are used for taxable business 

purposes. 

Calculating how much VAT is recoverable in these circumstances is a two-stage process and can often be complex. 

• Stage 1- Business/Non-business apportionment 

• Stage 2- Taxable/Exempt apportionment (“Partial Exemption” calculation)  

Should you require any assistance in reviewing the appropriateness of the charity’s business/non-business and partial 

exemption methodology used to determine VAT recovery, please contact us.

INDIRECT TAX – VAT 

Some further details in respect of VAT registration requirements, recovery requirements, reliefs and Making Tax Digital (MTD).
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Sector News & Highlights – Appendix 

Zero-rated reliefs • Advertising - a charity should be entitled to obtain qualifying supplies of advertising services, including staff recruitment, 

at the zero rate. It is HMRC’s view that digital advertising on social media and subscription websites is ‘targeted’ at 

selected individuals or groups because providers/ sites use tools to apply advertisements to them when they are signed 

in. The content will be related to the individual’s known likes, dislikes, interests or location, as a signed in member of the 

website.  Where an advert is targeted in this way, it does not meet the conditions for the charity advertising relief, as it is 

not being communicated to the general public and is therefore a standard-rated marketing service when provided by a 

UK supplier.  As social media suppliers are mainly based overseas, it also means that VAT must be accounted for 

under the reverse charge by charities receiving targeted advertising services from these suppliers, and in many cases 

this will represent a significant cost. 

• Goods connected with donations - a charity can buy pre-printed collecting boxes, envelopes and appeal letters together 

with low-cost lapel stickers, emblems and badges that it gives in acknowledgement of a donation, at the zero-rate.  

Where a printer produces a package of printed material for a charity, some of which is zero-rated and some of which is 

standard-rated, the printer may be able to zero rate the entire package, subject to relevant conditions being met.

• Aids for the disabled - supplies to charities of certain goods and services which the charities make available to disabled 

people for their personal or domestic use are zero-rated.

• Drugs and chemicals – certain substances bought by a charity engaged in medical or veterinary research, which will be 

used directly for testing, or for mixing with other substances in the course of that research, are zero rated.

• Equipment for producing ‘talking’ books and newspapers - purchases of sound recording and reproduction equipment 

(or parts and accessories for such equipment) that has been designed or specially adapted for recording or reproducing 

speech on magnetic tapes for the benefit of blind and severely visually impaired people, can be purchased at the zero 

rate by charities providing talking books or newspapers for these people.
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Sector News & Highlights – Appendix 

Zero-rated reliefs • Lifeboats, slipways and launching and recovery equipment - charities providing rescue or assistance at sea can buy 

certain qualifying goods and services at the zero rate.

• Medical and scientific equipment – charities who buy certain qualifying goods which they will donate to an eligible body 

(e.g. a UK health authority, a hospital, a research institution or certain other charitable institutions), can purchase the 

goods at the zero-rate.

• Medicinal products - a charity engaged in the treatment or care of people or animals, or in medical or veterinary 

research, can buy medicinal products at the zero rate.

• Rescue equipment - charities providing first aid or rescue can buy specialist communication, light enhancing and heat 

detecting equipment at the zero rate.

• Resuscitation training models - the supply to a charity of a resuscitation training model that is to be used in first-aid 

training in cardiopulmonary resuscitation or defibrillation techniques is zero-rated.

The availability of the above zero-rating reliefs is subject to all of their respective relevant conditions being met. Should you 

require any assistance in reviewing the application of the zero rate to supplies received by the charity, please contact us.

Reduced-rated reliefs If supplies of fuel and power made to the charity is used 60% or more for non-business use, it  should be entitled to receive 

all of the supply at the reduced rate of VAT (5%).

Should you require any assistance in reviewing whether the above reliefs are available to the charity, please contact us.
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Sector News & Highlights – Appendix 

Capital projects, property projects and 

the introduction of the construction 

industry domestic reverse charge 

(“DRC”) with effect from 1 March 2021

Any capital projects e.g. new builds, property extensions and property refurbishments/redevelopments should be carefully 

considered from a VAT perspective to ensure (i) the correct rate of VAT is applied to the works and any available zero-

rating relief is maximised where the relevant conditions are met for the building to qualify as a “relevant charitable purpose” 

building for VAT purposes; and (ii) the VAT recovery position of any VAT incurred on the works is understood, based on its 

intended use.  

Where a charity has secured zero rating for a building on the basis that it will be used as a “relevant charitable purpose” 

building for VAT purposes, it will be required to monitor the use of that property over a ten-year period.  Where the use of 

the property changes, such that it no longer meets the conditions of a “relevant charitable purpose” building, there is a risk 

that a deemed supply and a VAT liability will arise.

Where a charity undertakes works that constitute a “capital item” for the purpose of the VAT Capital Goods Scheme, the 

use of the asset is required to be monitored over a ten-year period and an appropriate adjustment included in the charity’s 

VAT return on annual basis to reflect any change in taxable use.

With effect from 1 March 2021 the VAT DRC must be used for supplies of construction services within the scope of CIS 

which are subject to VAT at 20% or 5%, where they are made between VAT registered and CIS registered businesses.  

The DRC is not applicable to supplies of construction services that qualify for zero rating.  Where a charity is receiving 

construction services due consideration should be given to its obligations under the DRC rules.  We would however 

generally expect a charity to be classified as an “End User” for the purposes of the DRC legislation (i.e. it will not make any 

onward supply of construction services), such that normal VAT rules should apply. 

Should you require any assistance in reviewing any proposed capital projects, or capital projects completed in the last ten 

years where a potential change of use may have arisen, to ensure the VAT position is fully understood, please contact us.

Structures involving trading subsidiaries Where a charity’s corporate structure includes a trading subsidiary, care should be taken to understand whether the trading 

subsidiary has an obligation to register for VAT.  Furthermore, the VAT treatment and VAT recovery position of any cross 

charges between a charity and a trading subsidiary need to be considered as this may create an additional irrecoverable 

VAT cost.  VAT grouping may be a possible way of mitigating an irrecoverable VAT charge however, the most appropriate 

structure for the organisation as a whole should be considered.
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Making Tax Digital (“MTD”) requirements 

with effect from 1 April 2021 and 1 April 

2022

For VAT return periods that started on or after 1 April 2021, VAT registered businesses who make taxable supplies above 

the VAT registration threshold and who submit their VAT returns using MTD need to ensure digital links are in place within 

their VAT records.

HMRC define a ‘digital link’ as a transfer or exchange of data which is made, or can be made, electronically between 

software programs, products or applications.  Practically this means HMRC requires a digital audit trail starting from your 

accounting systems all the way through to the figures on your VAT return.  Each piece of software must be digitally linked 

to other pieces of software to create an acceptable audit trail. 

With effect from 1 April 2022, all VAT registered businesses must sign up to MTD, irrespective of their turnover.

Should you require any assistance in ensuring the charity’s VAT return process is MTD compliant, please contact us.
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