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Foreword
Carol Rudge
Head of Not for Profit

At the start of a new decade, significant universal challenges, including climate change,
Brexit and cyber security, will be at the forefront of many board meeting agendas.
These issues are likely to have a significant impact on most organisations and therefore
it is expected that these will be also be reflected in financial statements, particularly in
the area of narrative reporting.
With increasing reporting requirements for large companies,
including charitable companies, there is additional onus to
address climate-related issues, with specific measurements
required to be reported by the Streamlined Energy Carbon
reporting regulations and a more overall assessment of the
entity’s impact on the environment required by The Companies
(Miscellaneous Reporting) Regulations 2018. The public are
looking towards the charitable sector more than ever to provide
concrete action and direction on climate change and therefore
we expect to see a significant increase in focus as well as
reporting in this area.
With regards to Brexit, we have now left the EU, however the
impact this may have is still unclear, and therefore we advise
all organisations to continue their contingency planning, both
in the short-term and long-term, with a particular focus on the
potential impact Brexit may have on funding, employees and
other key stakeholders.
Whilst there have not been significant changes to charity
financial reporting overall, both the SORP making body and
the Charity Commission have responded to the desire of their
key stakeholders for simpler and clearer guidance. The SORP
making body have combined the Update Bulletins into the
new SORP, resulting in users now only having to refer to one

document and the Charity Commission have updated their
guidance in a number of areas to ensure the key messages are
easily identifiable. The Charity Commission have also created
an external scrutiny benchmark to allow for a more consistent
approach to reviewing charity accounts and to set out the
minimum standards expected.
There have been some legal rulings to contend with in the world
of pensions as well as an increase in contribution rates for the
Teachers’ Pension Scheme. These combined with a number of
tax and VAT related developments means there is plenty for
the sector to navigate through over the coming year and it is
important to assess what impact these developments may have
on your organisation.
This report aims to give you an overview of the topics
mentioned above, as well as some other current hot topics
relevant to the charity sector. I hope you find reading this
document informative and I look forward to providing
additional updates on the sector in the near future. If there are
any matters that you would like to discuss further, please do
not hesitate to get in touch with your Grant Thornton contacts.
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Financial reporting

Charities SORP
Publication of Charities SORP (FRS 102) Second edition October 2019
The Statement of Recommended Practice applicable to
charities preparing their accounts in accordance with FRS 102
was published in October 2019 and is effective for periods
beginning on or after 1 January 2019.
Since the publication of the first edition of the Charities SORP
(FRS 102) issued in July 2014, the SORP-making body has
consulted in a number of consequential amendments to
the SORP to reflect changes in accounting standards and
legislation subsequent to its issue.
As a recap, Update Bulletin 1 dealt with the following:
• widening of the scope of the Charities SORP (FRS 102)
following the withdrawal of the FRSSE
• changes to the definition of a large charity
• requirement for the preparation of a statement of cashflows
being applicable to large charities
• application of merger accounting in line with Section 34 of
FRS 102

Governance review
During 2018, the UK and Irish Charity regulators agreed that it
was necessary to carry out a governance review of the SORP2
to establish whether the process for its development is fit for
purpose.
In June 2019, the Independent Oversight Panel produced a
report of their findings. Some of the key points identified were:
• financial reporting must pay more attention to the needs of
the users of the accounts
• simplification is required for smaller charities
• Advisory Committee to be retained
• SORP aims to be redefined
• duty to highlight good practice and call out misleading
reporting by charities
These findings are now being considered by the SORP making
body, charity regulators and FRC to determine the next steps.

Update Bulletin 2 updated the SORP for amendments to FRS
102 as a result of the triennial review of FRS 102. Details of
Update Bulletin 2 can be found in the 2019 spring edition of
our charity sector developments.
The newest edition of the SORP incorporates all these
amendments into one document.1

1 http://www.charitysorp.org/choose-sorp-modules/
2 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/806670/Guiding_the_Development_of_the_Charities_SORP.pdf
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Climate change reporting
As the urgency of addressing climate
change is becoming ever more apparent
the public are looking towards businesses
and charities to lead the way in tackling
the greatest challenge we may come
across in our lifetime.
Some charities are already recognising the power they have in
making a difference and are beginning to use their platforms
as an opportunity to make climate change a number one
priority. At present there is no requirement in the UK to report on
climate change specifically, however there are many reporting
requirements that may require companies to address climate
related issues.
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Companies Act 2006
There are sections in the Companies Act 2006 that may
encourage, or require disclosure of climate-related matters,
these include:
Section 414c. This sets out that the strategic report must
include a description of the principal risks and uncertainties
facing the charitable company. It also sets out that where
appropriate, analysis using other key performance indicators,
including information relating to environmental matters and
employee matters should be included.
Disclosures should be sufficient to understand the
development, performance and position of the charitable
company’s business on the impact on the environment.
Disclosure relating to the principal risks and uncertainties may
be relevant where climate-related issues are material.
Section 172. This sets out a number of matters which a
director must have regard to, including the impact that
the company’s operations have on the community and the
environment. The Companies (Miscellaneous Reporting)
Regulations 2018 have introduced a requirement for all large
companies, including charitable companies, to include a
Section 172 statement which sets out how they have done
this. We will look at the requirements of these new regulations
in more detail in the next section.

Financial reporting

Streamlined energy and carbon reporting framework
The Streamlined Energy and Carbon Reporting (SECR) legislation3
was implemented on 1 April 2019 and is effective for periods
beginning on or after 1 April 2019. The new regulations apply
to quoted and large unquoted companies, including charitable
companies, and large LLPs.
The new regulations require companies to disclose their energy
and carbon emissions in their annual reports. Charitable
companies which are ‘large’ will be in scope for the regulation
and should ensure that they are appropriately meeting the
requirements. An organisation is defined as ‘large’ if they meet
at least two of the following three criteria in a reporting year:
• a turnover of £36million or more;
• a balance sheet of £18million or more; or
• 250 employees or more.

Public bodies do not fall under the new regulations, but they are
subject to other legislation which requires carbon reporting. For
charitable companies where energy use (40MWh or less over the
reporting period) is low there is a statutory de minimis exemption.
Where charitable companies are applying the exemption they
will need to include a statement in their annual report confirming
that they are a low energy user. Where a charitable group exists,
the low energy user threshold applies to the energy consumption
of the parent group and its subsidiaries.
The requirements, as a minimum include reporting on UK energy
use from electricity, gas and transport fuel, and associated
greenhouse gases, and narrative reporting on measures taken to
improve the businesses’ energy efficiency in the year.
For further details on all climate related reporting please see the
report published by the FRC in October 2019, Climate Change
Reporting: Where to next?4

3 http://www.legislation.gov.uk/uksi/2018/1155/pdfs/uksi_20181155_en.pdf
4 https://www.frc.org.uk/getattachment/22ee8a43-e8ca-47be-944b-c394ecb3c5dd/Climate-Change-v8.pdf
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Companies (Miscellaneous Reporting)
Regulations 2018 and Information Sheet 3

The three requirements applicable to UK charitable companies
are as follows:

The Companies (Miscellaneous Reporting)
Regulations 2018 are applicable to all
large UK companies, including charitable
companies, with reporting periods
beginning on or after 1 January 2019, with
early application permitted. However, only
three of the requirements are applicable to
charitable companies.

• Statement of how directors have complied with their
duties to have regard to matters in Section 172(1) of the
Companies Act 2006
• Statement summarising how directors have engaged with
employees and taken account of their interests
• Statement summarising how directors have engaged with
suppliers, customers and others in a business relationship
with the company
The SORP making body has published Information Sheet 35 to
help charitable companies navigate the new requirements and
gives guidance as to how they can be applied to a charitable
company.

5 http://www.charitysorp.org/media/647775/information-sheet-3-the-companies-misc-reporting-regs-2018.pdf
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Information Sheet 4 – multi-employer
defined benefit plans
In May 2019 the Financial Reporting
Council issued an amendment to FRS 102,
Section 28 Employee Benefits, relating to
multi-employer defined benefit plans. The
amendment relates to a situation where
an entity is transitioning from defined
contribution accounting to defined benefit
accounting due to obtaining information
about plan assets and liabilities that had
not previously been available.

FRS 102 was not clear on how this should be accounted for
and therefore the amendments were made to set new explicit
requirements on how to account for the transition from defined
contribution accounting to defined benefit accounting.
The amendments require the difference between any liability
for the contributions payable arising from an agreement to
fund a deficit and the net deﬁned benefit liability recognised
when applying deﬁned benefit accounting, to be recognised in
other comprehensive income.
The requirements apply for reporting periods beginning on or
after 1 January 2020. If a charity applies the amendments to
a reporting period beginning before 1 January 2020, FRS 102
requires that this fact is disclosed.
The Charities SORP has not been updated to reflect the
amendments to FRS 102 as it is unlikely that many charities will
be impacted. However, if your charity is affected by this then
please refer to the information sheet6 for further guidance.

6 http://www.charitysorp.org/media/648163/information-sheet-4-frs-102.pdf
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Charity commission updates

Accounts monitoring review: auditors' and
independent examiners' compliance with
their responsibilities
The Charity Commission published a benchmark in August
2019 over the minimum standards that are expected during
the audit or independent examination of a charity’s accounts.
The Commission launched this benchmark as a response
to the results of their annual review of the quality of charity
accounts.7
What is the external scrutiny benchmark?
• The benchmark comprises 15 criteria split into 3 areas:
Annual report, External Scrutiny Report and Accounts
• 9 of the criteria apply to all accounts
• 6 criteria apply only to the external scrutiny of accruals
accounts
The criteria of the benchmark are not complex and therefore
auditors and examiners should be aiming for 100% compliance
with all of the criteria.

Results of the review
The Commission reviewed 296 sets of 2017 accounts to assess
whether they met the benchmark. The results found that where
charities had income over £1 million, 75% of charities met the
benchmark, however this fell to 50% or less for charities with
income less than £1 million.
Primary failures noted in the report related to:
• Failure to meet the requirements for reporting of related
party transactions
• Charitable companies not providing separate summary I&E
accounts
• Other failed basic integrity standards such as incorrect
labelling or missing statements.
As a result of their review, the Commission have been liaising
with the accountancy bodies to ensure that their students and
members are aware of the requirements for charity reporting
and improving the learning and resources available.

7 https://www.gov.uk/government/publications/accounts-monitoring-review-auditors-and-independent-examiners-compliance-with-their-responsibilities
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Serious incident reporting
Trustees have a responsibility to
report serious incidents to The Charity
Commission, reporting not only what has
happened, but more importantly how they
have dealt with the incident and whether
there have been any reports made to the
Police or another third party.
The Charity Commission set out that a serious incident is an
adverse event, which results in or risks significant:

The guidance clarifies that trustees should make a serious
incident report concerning a partner organisation only for
incidents which materially affect the charity itself, its staff,
operations, finances and/or reputation, such that it is serious
enough to be reported.
How to report
The Charity Commission have also updated the way that
charities can report a “serious incident”. Previously, reporting
was carried out via email to a designated email address.
However, trustees can now submit reports of serious incidents
on behalf of the charity via an online form.9

Exempt charities guidance

• harm to the charity’s beneficiaries, staff, volunteers or others
who come into contact with the charity through its work
• loss of the charity’s money or assets
• damage to the charity’s property
• harm to the charity’s work or reputation

In August 2019, The Charity Commission
issued clarification guidance10 regarding
exempt charities. The topics covered
include:

Serious Incident involving a partner
In December 2019, The Charity Commission issued further
guidance regarding reporting a serious incident where it
involves a partner.8

•
•
•
•
•

Partners in this context includes 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 the charity,
for example as part of a federated structure

What is an exempt charity
How exempt charities are regulated
Responsibilities of trustees of exempt charities
How the Charities Act applies to exempt charities
The Commission’s regulatory powers over exempt charities
with a principal regulator
• Other advice for exempt charities
The guidance seeks to distinguish that they are regulated
differently to registered charities, however the responsibilities of
trustees are no different and many areas of charity law still apply.

8 https://www.gov.uk/guidance/reporting-a-serious-incident-in-your-charity-when-it-involves-a-partner
9 https://ccforms.charitycommission.gov.uk/report-a-serious-incident
10 www.gov.uk/government/publications/exempt-charities-cc23/exempt-charities
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Financial reporting impact of the
McCloud judgment
The Court of Appeal ruled in December 2018 that there was
age discrimination in the judges and firefighters pension
schemes where transitional protections were given to
scheme members. The legal ruling around age discrimination
(McCloud - Court of Appeal) also has implications for other
public sector pension schemes where they have implemented
transitional arrangements on changing benefits such as the
Local Government Pension Scheme (LGPS).
The Government applied to the Supreme Court for permission
to appeal the McCloud decision for all public sector pension
schemes including LGPS, however this appeal was rejected.
Therefore those providers who participate in the LGPS will
need to consider accounting for this liability in line with FRS
102 Section 28 and account for the increased liabilities as a
past service cost through the profit and loss account, where
material to the accounts.
This is a developing topic and therefore we recommend that
charities speak to their actuaries and auditors about the
McCloud judgement and consider what impact the decision
may have on their financial statements.

Guaranteed minimum pension (GMP)
On 26 October 2018, the High Court
delivered its decision in a case involving
Lloyds Bank, concerning the equalisation
of guaranteed minimum pensions. The
High Court ruled that GMPs must be
equalised between men and women that
past underpayments be corrected.
Charities who have defined benefit pension schemes,
including the LGPS, may be impacted by the High Court
decision and for effected bodies, the impact will be to increase
the defined benefit pension obligation.
Accounting considerations:
The accounting treatment will depend on the specific facts
and circumstances of each association. However, broadly the
following principles apply:
• Where the ruling is considered to create a new obligation,
this would lead to accounting for the increase in liabilities as
a past service cost, which would be recognised in the period
in which the change occurs
• If assumptions about GMP equalisation have been
incorporated in a charity’s calculation of the defined benefit
obligation in prior years and there is evidence to support
this, then a change in those assumptions due to the High
Court decision would be a remeasurement recognised in
other comprehensive income.
Charities will need to speak to their actuaries and auditors
about the High Court decision and consider what impact the
decision may have on their financial statements.
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Teachers’ pension scheme (TPS)
At the end of 2018 it was confirmed that
following the revised valuation of the TPS,
the employer contribution will rise from
16.48% to 23.68% in September 2019. This
represents an increase of more than 40%.
On 15 January 2019, the Department for Education launched
a consultation on the proposal to support certain education
institutions with the increase in employer contributions to the
TPS in financial year 2019-20.
In April 2019, the government announced that it will provide
additional support to the state-funded schools, further
education providers and other specialist educaion providers in
the form of a teachers’ pension scheme employer contribution
grant (TPSECG)11 for a total amount of c£960m.

Accounting considerations for those eligible for the grant:
As the additional funding is in the form of a government grant,
separate consideration of the accounting and disclosure
under Section 24 of FRS102 and Section 5 of the Charities
SORP will be required for those eligible for grant funding. Note
that government grants under Section 24, may be accounted
for using the accruals model, however this is not permitted
by the Charities SORP and therefore the performance model
should be used.
Considerations for those not eligible for the grant:
Those organisations not receiving any additional state support
will see a significant increase in pension costs. It is therefore
key that these increases are built into any forecasts and future
spend decisions going forward.

11 https://www.gov.uk/government/publications/teachers-pension-employer-contribution-grant-tpecg/pension-grant-methodology
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Tax

EU Mandatory Disclosure Requirements (MDR)
New EU mandatory disclosure requirements, commonly known as “DAC6”, have
recently been introduced to require intermediaries and taxpayers to disclose
‘reportable’ cross-border arrangements to the relevant national tax authority, which
will then be automatically exchanged with tax authorities in other EU Member States.
This could impact large not-for-profit organisations such as charities who have
overseas transactions.
In order for a cross-border arrangement to be reportable, one of five hallmarks will
need to be met:
Category A – Generic hallmarks
linked to the main benefit test
Arrangements that include
confidentiality conditions,
fees geared to tax savings
and arrangements that have
standardised documentation and/
or structure

Category B – Specific hallmarks
linked to the main benefit test
Arrangements that include
acquiring a loss-making company
to utilise its losses and reduce the
purchaser’s tax liability, converting
taxable income into capital gains or
exempt income, and transactions
resulting in the circular flow of
funds

Category D – Specific hallmarks
concerning automatic exchange
of information and beneficial
ownership
Arrangements that attempt to
undermine the EU’s common
reporting standards (“CRS”) and
other tax reporting regimes; or
involve a non-transparent legal
or beneficial ownership chain
where the beneficial owners lack
economic substance and are made
unidentifiable

Category E – Specific hallmarks
concerning transfer pricing
Arrangements that involve the use
of unilateral safe harbour rules
from transfer pricing, the transfer
of hard-to-value intangibles, and
intra-group cross-border transfer
of functions and/or risks and/or
assets, which result in the EBIT of
the transferor to fall to less than
50% of the projected EBIT if the
transfer had not been made

Category C – Specific hallmarks
related to cross-border
transactions
Subject to the main benefit test
Arrangements between associated
enterprises that involve deductible
cross-border payments, where
the recipient is resident in a state
whose corporation tax rate is zero
(or almost zero), or the payment
benefits from a full exemption or
preferential tax regime
Not subject to the main benefit test
Arrangements between associated
enterprises that involve deductible
cross-border payments, where the
recipient is not tax resident in any
jurisdiction or is resident in a State
which is included in the EU or OECD
list of non-cooperative jurisdictions,
deductions for depreciation on
the same asset are claimed in
more than one jurisdiction, double
tax relief is claimed in more than
one jurisdiction, or there is a
transfer of assets and there is
a material difference between
the consideration payable and
receivable in those jurisdictions
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Hallmark C specifically considers where a recipient benefits
from a full exemption or preferential tax regime. As charities
benefit from a number of corporation tax exemptions, they
could be caught within this regime.
The first set of reporting will be required by 31 August 2020
for transactions entered into from 25 June 2018 up to 30 June
2020.
Please note, Brexit will not affect this in the UK, therefore
it is important that charities understand how they may be
affected and put in place procedures to identify whether their
cross-border transactions fall within one of the hallmarks.
HMRC are currently holding discussions on this topic with
the Charity Tax Group, and therefore there may be further
developments in this area.

Structures and buildings allowance (SBA)
SBA has been introduced following a review of the capital
allowances regime by the Office of Tax Simplification (‘OTS’)
in Summer 2018. The OTS recommended simplification of the
regime as well as extending the scope of assets which qualify
for relief.
SBA allows tax-payers to claim capital allowances on
commercial construction projects, including new build,
refurbishments and fit-outs as a 2% straight line deduction
claimable over 50 years. No tax relief was previously available
for buildings and structures. HMRC are currently considering
increasing this to 33 1/3% over 33 years.
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SBA is only available where all contracts for ‘physical
construction works’ have been entered into on or after 29
October 2018. Expenditure will not qualify if the building or
structure will be for ‘residential use’. This includes dwelling
houses, student accommodation buildings, and retirement
home facilities, but not hotels or care homes.
In order to claim SBA, tax-payers will have to meet an
‘allowance statement requirement’, which has strict content
requirements.
Each project qualifying for SBA will have a new SBA ‘pool’.
There will be no disposal adjustments where SBA is claimed.
Instead, a purchaser of a second-hand property will inherit the
SBA pools and continue to claim the remainder of the 50 year
relief available.
SBA will also interact with capital gains tax for future
disposals, by reducing the base cost of an asset, effectively
resulting in a clawback of the SBA claimed.
Whilst the SBA isn’t available for residential properties, it
may be available where a charitable group is considering
purchasing / leasing a head office or warehouse space (i.e.
factory or storage associated with modular homes or depot
associated with repairs & maintenance activities).
Typically, charities do not claim capital allowances due to
their specific tax profile, but their subsidiaries usually do and
there are occasions when a trading charity does claim capital
allowances. If you require further advice on this matter, please
contact a member of the Grant Thornton tax team.

Tax

Making Tax Digital (MTD)
The MTD requirements introduced on
1 April 2019 apply to all VAT registered
taxpayers (with some minor exceptions),
across all sectors, with income over the
VAT registration threshold (currently
£85,000).
There are three requirements under the MTD regulations which
are as follows:

HMRC’s guidance in Notice 700/2212 states that, once data has
been entered into software used to keep digital records, any
further transfer, modification, etc. must be digitally linked to
other pieces of software to create a digital journey. A digital link
is one where the transfer of data can be made electronically
between systems, i.e. there is no manual intervention. This could
be by the linking of cells in spreadsheets for example, but also
includes CSV downloads, e-mails or via a digital drive.
We are encouraging all businesses to review their current
VAT return process to ensure that is complies with all the
requirements under MTD.

1 Taxpayers are required to submit VAT returns using bridging
software or an API enabled software
2 There is a requirement to keep certain specified digital
records
3 Taxpayers are required to retain digital links for any digital
records that feed into the VAT return
The first two requirements were mandatory from 1 April 2019
(or 1 October 2019 for those taxpayers that qualified for the
deferral). However, for the third requirement HMRC introduced
a soft-landing period before the full extent of digital links
becomes compulsory. As such, this is not a formal requirement
until 1 April 2020 or 1 October 2020 (for those entities that
qualified for the deferral period).

12 https://www.gov.uk/government/publications/vat-notice-70022-making-tax-digital-for-vat/vat-notice-70022-making-tax-digital-for-vat
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VAT liability of electronic publications

UK VAT reverse charge

UK VAT legislation allows the sale of certain printed matter,
such as newspapers, books and periodicals to be supplied at
the zero rate of VAT. To date, where these have been supplied
electronically HMRC have found them to be subject to VAT at
the standard rate. Where an entity is unable to recover the
input VAT it incurs in full, this VAT will be a sticking cost.

The “reverse charge” is the mechanism whereby the
responsibility to account for VAT on a taxable supply which
takes place in the UK is shifted from the supplier to the
customer. As such, where a charity purchases supplies of
certain services from a supplier based outside the UK it should
account for VAT on its VAT return via the reverse charge as if it
had made the supply itself. The VAT which the charity has selfaccounted for on the reverse charge is then recoverable on the
same VAT return, in accordance with the normal rules.

In the recent case of News Corp UK & Ireland the Upper
Tribunal found that the supply of newspapers in an electronic
format could also be zero rated. Whilst the case focused on
newspapers, the judgement could impact a wide variety of
printed matter, such as periodicals.
Where VAT has been incurred on the purchase of electronic
publications there is an opportunity for this to be reclaimed.
We recommend any affected businesses to protect their
position by submitting a protective claim to suppliers for VAT
that it may have been overcharged.
Further, there may be some charities who make supplies
of electronic publishing. Currently, as a concession HMRC
allow charities to treat their single supplies of membership as
multiple supplies and where this includes printed matter, e.g. a
magazine, this element could be zero rated. There may be an
opportunity to widen this concession if the member receives
such a magazine in a digital format.
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It has been the case for many years that the reverse charge
applies to charities provided they undertake some business
activities for UK VAT purposes. The decision of the First Tier
Tribunal in the recent Wellcome Trust case, however, tested the
extent to which charities are required to account for the reverse
charge on purchases used for their non-business activities. In
contrast to the current position, the First Tier Tribunal agreed
that Wellcome Trust was not required to self account for VAT
via the reverse charge on supplies of investment management
services received from managers based outside of the EU. This
was because such services were wholly used for the purposes
of managing Wellcome Trust’s substantial investment portfolioa “non-business” activity for VAT purposes.
HMRC has appealed the matter to the Upper Tribunal,
which has since referred the matter to the European Court
of Justice (CJEU). Charities therefore may wish to consider
the implications and whether to make claims to protect their
position until the outcome of the litigation is known.

Domestic reverse charge in construction
industry

Recovery of VAT on investment
management services

The Government announced in 2018
that it would introduce a new ‘domestic
reverse charge’ in the construction
industry to counter what it perceives to be
widespread VAT fraud in the sector.

The European Court of Justice (CJEU) has ruled that the
University of Cambridge, is not entitled to recover VAT incurred
on its investment fund manager’s costs. The University has a
large endowment fund which generates in excess of £40 million
per year from investment returns and for which it engages the
services of external investment fund managers. The investment
returns are available to fund all of the University’s activities,
some of which entitle the University to recover VAT incurred
on associated costs and others which do not. The University
argued that since the investment funds generated were
available to finance all of its activities, the VAT incurred on
investment fund managers costs were recoverable in part. The
European Court of Justice however ruled that the investment
manager costs related only to its investment activity which was
a non-business activity for VAT purposes and consequently the
University was unable to recover any of the VAT incurred on
these costs.

HMRC has recently issued guidance on the domestic reverse
charge, which is set to be introduced for certain supplies in the
construction sector from 1 October 2020. This will generally
include supplies that are reportable by a contractor under the
Construction Industry Scheme (‘CIS’), although there will be a few
exceptions. The changes will apply equally to existing structures
as well as to new projects that start after 1 October 2020.
Under the new system, it is the customer and not the supplier
that will be responsible for accounting for and declaring any
VAT due. Amongst other exceptions, the reverse charge will not
apply if the ‘customer’ is an ‘end-user’ of the finished structure.
Suppliers of construction services that fall within the new rules
will therefore need to establish the status of customers for both
existing contracts and at the outset of any new contracts.

Charities may wish to consider their position in light of this
decision.

Affected charities need to understand the new rules, inform
affected personnel and departments internally and, where
necessary, take steps to amend their accounting procedures.
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Other sector developments

Brexit

Cyber-crime

The UK legally left the EU on 31 January
2020 and we are now in an eleven-month
implementation period. There is still
uncertainty over the impact this may have
going forward on organisations.

Cyber-crime is the act of attacking
computer systems and networks, it can
include the theft of data or disruption to
systems and processes. The risk of cybercrime is increasing all the time, with 70%
of all frauds now being committed on-line.

Although there is uncertainty, organisations should still
be planning for life after Brexit; this means undertaking
contingency planning and ensuring that plans are sufficiently
flexible to deal with whatever situations may arise as a result.
Below we have listed some key areas of consideration and
examples of what impact Brexit might have in these areas:
• finance and funding
– volatile exchange rates
– changes to EU funding
– issues with bank covenants
• stakeholders
– change in demands and needs of beneficiaries
– change in the charity’s relationship with EU partners due
to new laws
– potential for new international partnerships
• employees
– challenge with retention and recruitment of workers
– change in skill set of employees
– increased workers’ rights
We would expect most organisations to be impacted by
Brexit in some way and therefore this should be reflected in
the disclosures on risks in the financial statements, including
what mitigating actions have been put in place to reduce the
significance of the impact.
Guidance
The NCVO has a whole page dedicated to Brexit, with
numerous resources including webinars, factsheets and
guidance in the situation of a no-deal Brexit.13

Charities are equally as likely to be targeted as any other
business and therefore it is essential that prevention measures
are taken.
The Government’s Cyber Security Breaches Survey 2019
revealed that over two thirds of high-income charities had
recorded a cyber breach or attack in 2018. The estimated cost
of such a breach can range from £300 to £100,000, with the
most common form of attack being phishing emails. Some of
the common steps charities can take to mitigate the risk of an
attack are set out below:
• carry out cyber security training for all staff
• implement controls to prevent data being amended without
authorisation
• implement anti-spoofing software to identify fake emails
• have up to date anti-malware software and have a person
responsible for ensuring that security patches and updates
are applied correctly to computers
• consider the implementation of a secure File Transfer
Protocol (FTP) service to send files rather than emails
• implement controls to prevent unauthorised fundraising
being carried out in the name the charity.
An alert14 was recently issued by the Charity Commission
regarding a specific attack on charities via email in an attempt
to change employees bank details.

13 https://www.ncvo.org.uk/policy-and-research/europe
14 https://www.gov.uk/government/news/alert-for-charities-fraudsters-impersonating-staff
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Legacies and probate fees
Legacies
In January 2019, the government announced that it was
terminating its existing arrangement with Smee & Ford. Smee
and Ford had previously provided a paid-for notification service
to participating charities, meaning that charities were informed
when money had been left to them in wills.
Since the announcement, HM Courts and Tribunals Service
(HMCTS) have been consulting with charities on the design of a
new system. The current contract with Smee and Ford was due
to end in July 2019, but with no alternative provision in place
an interim arrangement has been made with Smee and Ford.
Under the interim solution, Smee and Ford will notify charities
when they have been left a legacy, but in addition to this
will also now include a copy of the will. It is expected that
the cost per notification will increase as a result. The interim
arrangement is expected to last a year.
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Probate fees
In November 2018, the government proposed that a slidingscale of fees was to be introduced for probate charges,
replacing the current flat-rate fee system. There was
widespread criticism of the scheme, which would have seen
fees for some wealthy families rise to £6,000. In October 2019,
it was announced that the government had now withdrawn
its plans to overhaul the system for probate fees, but that
they would continue to be reviewed annually as part of their
assessment of fees.
The continuation of Smee and Ford notifications for the time
being and scrapping of probate charges is all welcome news
for those charities who rely heavily on legacies as a main
source of income.
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