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Charities Act (NI) 2008 — Are You Ready?

Northern Ireland’s charities and
not for profit organisations are
facing major changes as the new
provisions of the Charities

Act (NI) 2008 are implemented.
That was the theme of two

major conferences held in
September and organised jointly
by Moore Stephens Chartered
Accountants, Cleaver Fulton

Rankin Solicitors, and Northern

Bank. Charities Act (NI) 2008 — Are You Ready? Conference held in Spires Centre, Belfast in September.

The two events were held in The Spires Conference Centre in Belfast and The Playhouse in Derry.
Rosemary Peters Gallagher, Partner in Moore Stephens, together with keynote speakers from CFR
Solicitors and Northern Bank examined the implications of the Charities Act (NI) 2008 on the running
of a charity or not for profit organisation. The conference covered many pressing issues such as

company law, governance, accounting and auditing requirements, banking and investments.

Under the Act, a new charities regulator, the Charity Commission for Northern Ireland, has been
established. The Commission will play a key role in how the charitable sector is organised and will
establish a compulsory charity register of all charities operating in Northern Ireland which will go live in
April 2010. The Act will also put in place new requirements for public collections and details of
accounting thresholds, auditing requirements and more. All of this is designed to allow better
supervision, control and support for charities.

We were delighted to have recently appointed Chief Charity Commissioner Tom McGrath giving the
opening address at the conferences, and Majella McCloskey, Director of CO3, the leadership
organisation for Northern Ireland’s third sector, chairing the events.

"The seminar put together by Moore Stephens, Cleaver Fulton Rankin and Northern Bank was excellent. We have
known for some time that community and voluntary sector organisations will be very much affected by the new
legislation but it has been difficult trying to pull all the information together. The seminar was very well presented
and highlighted the need for us, as a Network organisation, to bring these issues to the attention of our members
and ensure that they are ready to meet the requirements of the Charities Act. Congratulations on a well thought
through seminar and on bringing together such a great range of participants and speakers."

Colin Devine from North West Community Network

For further info contact our Charity Team on 028 9027 5409 or email rpetersg@msca.co.uk
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Accounting & Audit Thresholds  — aide memoire

For Non-Company Charities

Gross Income Accounts External Scrutiny

< £100,000 Receipt s & payments account Independent examination

£100,000-£499,999 Fully accrued accounts Independent examination
Simplified SORP compliance

> £500,000 Fully accrued accounts External audit
Full SORP compliance

For Charitable Companies

Gross Income Accounts External Scrutiny

< £500,000 Fully accrued accounts Independent examination
Simplified SORP compliance

> £500,000 Fully accrued accounts Statutory audit
SORP compliance

The recession is biting. It may be that the High Street retailers have tipped the banks from the headlines at the moment, but the
repercussions are affecting us all. And none more so than the charity sector, often providing the most essential social care from behind
the scenes, and usually the last in the queue for bail out from the public purse. With reduced income from grant giving trusts, the
Olympics diverting funds from charitable concerns and public donations falling off, these are challenging times for charities. Set out here
are three brief thoughts for survival in the current environment.



Charity Briefing

VAT Tips

The 15% VAT rate is due to be withdrawn on 1% January 2010. We have outlined some helpful tips to make sure your Charity makes

the most of the VAT benefits available.

The 15% VAT rate is due to
be withdrawn on 1

January 2010, at
which
point it
should, in
theory,
revert to
17.5%.

There are pundits
%— that believe that post-election the
UK rate could increase to around 19% as the
Government wrestles with the yawning chasm in the public

purse.

Even if the rate returns to its previous level of 17.5%, those
charities that cannot recover VAT should seriously think about

essential projects or items.

If you anticipate a significant purchase in the next 6-12 months
that will be liable to a standard rate of VAT, you could save at
least 2.5%by making the purchase before 1 January. By pre-
paying, or simply pre-ordering, you may be able to obtain a
significant VAT benefit.

Given the current economic climate and the uncertainty that
exists over future funding, charities would be well advised to

take advantage of the reduced VAT while it lasts.

For example, arranging for £100,000 of VATable expenditure to
be billed before the rate changes could lead to a saving of
£2,500 (possibly more if the standard rate is increased).

As long as a supplier issues a VAT invoice (and creates a ‘tax
point’ for VAT purposes) before the rate increases, and subject
to some conditions, HMRC should not take issue with the
transaction. One such condition is that for any invoice issued,

payment must be made within 6 months.

The other conditions affect:
- supplies made between connected parties;
- supplies involving funding arrangements;

- payments or invoices exceeding £100,000.

HMRC have taken the view that some organisations may
attempt to obtain an unfair VAT advantage by applying the
lower standard rate as far as possible before it is withdrawn

and have introduced rules to combat this.

Where HMRC's conditions are not met, they would seek to
apply a supplementary charge to VAT of 2.5% to goods or
services where VAT has been unfairly accounted.

With some careful planning, Charities could enjoy a ‘window of
VAT opportunity’.

Charities should now be looking at how they address the VAT
opportunities available to them before the lower rate is
withdrawn. Talking to their professional advisers may be their

first course of action.

Online submission of VAT returns

From 1 April 2010, it will be mandatory for all newly VAT
registered businesses with a turnover of £100,000 or more to
submit VAT returns online. Any businesses not meeting these
conditions can continue to submit paper returns, although this
option may be phased out completely in 2012.

Submission of online returns will require businesses to register
and set up online VAT accounts on the HMRC website.
Returns can then be submitted online and payments of VAT, if
necessary, will have to be made electronically (i.e. BACS,
CHAPS, direct debit or bank giro).

This change may seem a long way off, but planning for it, such
as registering online and getting used to the new system,
should be done in advance to ensure a smooth transition from

the existing paper based system.

Charities constructing new buildings

HMRC recently announced that it is withdrawing an important
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concession for charities that construct or purchase new
buildings.

At present, the construction of a building that will be used solely
for relevant charitable purposes (hon business use) is zero
rated. Given that most charities are unable to recover all the
VAT they incur, this provides a welcome benefit.

At present, as long as 90% of the new building is used for non-
business purposes the entire building can be zero-rated.
Furthermore, there is no clawback or adjustment where the use
of the building changes in the first 10 year period.

The recent announcement brings these rules to an end with
effect from 30 June 2010. Until then, the existing rules apply.
From this date, the term “solely” will change to 95% or more non
business use. This change obviously reduces the element of

Top tips for savingon 'V AT

Advertising and publications

business activity; however the sting in the tail is the introduction
of a requirement to make an output tax charge where the use of
building changes in the first 10 years.

Charities that have already obtained a zero-rating or those that
intend to construct or purchase a qualifying building before 30
June 2010 should still use the current ‘90%’ concession and will
not be required to make any adjustment in future if the use of
the building changes.

Charities that are considering purchasing or constructing a new
building during the next 18 months should consider this before
30 June 2010. This could avoid a future clawback should the

use of the building change in the first 10 years following

purchase or construction.

For further info please contact our Charity Team on 028 9027 5409

Charities qualify for zero-rated advertising, so make sure you do not pay VAT on advertising costs. And remember, all

publications are zero-rated!

Fuel

Where non-business activities exceed 60%, charities are exempt from climate change levy and should only incur the reduced rate

of VAT on fuel and power bills. Even if they don'’t satisfy the 60% test they can still receive a pro-rated benefit.

Staff

No VAT should be charged on seconded staff who perform a non-business function.

Donated goods

The sale of donated goods is zero-rated. While no output taxes due, the additional ‘taxable’ income improves the recovery of

\Z

Sundry items

Stickers, pre-printed letters, envelopes, and badges are zero-rated when supplied to a charity and given away freely with

donations.

Grants and service level agreements

A grant is outside the scope of VAT. However, payments under a service level agreement can be a business supply (for VAT

purposes) and liable to VAT. Ensure you structure your funding agreements in a VAT efficient manner.
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Are you claiming all the Gift

Aid to which your charity is
entitled?

Charities claiming Gift Aid on charity shop income has more
than doubled in the last year — is your charity claiming for its

entitlements?

Gift Aid can only be applied to gifts of money, so if a
supporter gives goods to a charity these do not qualify under
the Gift Aid scheme.
However, if the charity or its subsidiary trading company
agrees with the supporter to sell the item on their behalf, the
supporter can then give the proceeds to the charity, which
can claim gift aid. The charity or its subsidiary will be acting
as an agent on behalf of the supporter, who retains legal and
beneficial ownership of the item until it is sold. When it's sold,
the charity must inform the supporter of the sale price.
Since a donation must be voluntary in order to qualify for Gift
Aid a mechanism needs to be in place to ensure that the
donation is voluntary.
Such a mechanism is likely to be a written agreement
between the charity and the supporter which:
Establishes the charity or its subsidiary as an agent to sell
items on behalf of the supporter;
Details the goods to be sold;
Obtains a gift aid declaration from the supporter; and
Informs the supporter of the nature of the scheme and
that they have the option of keeping the sale proceeds or
donating all or part of the proceeds to charity.
The number of charity shops claiming Gift Aid on items has
more than doubled in the last year, from 16% to 33%,
resulting in a total of £6.6m Gift Aid being claimed during the

year.

New time limits for Gift Aid claims

The time limits for making these claims is changing and being
reduced to a period of 4 years. The new limits, with
transitional provisions, are in force from April 2010 and
charities must ensure that Gift Aid claims are made within

new limits.

Companies Act update

On 1 October most of the final provisions of the Companies Act

2006 came into force.

A notable change for company directors is that it has become
easier to keep their residential addresses private, if they wish.
They can provide a service address instead. While this was

possible in the past, the procedure was relatively complicated,

including police involvement.

The concept of authorised share capital is also being abolished.
Now companies need to supply a statement of capital with their
annual return, and send such a statement any time they make

changes to their share capital.

There are also various changes to the filing of company
information. New forms are available for events such as
company incorporation and changes in directors. More of this
filing can be done online via the Protected Online Filing
(PROOF) system.

Accordingly, a new set of registrar’s rules on documents
delivered in electronic form came into force from 1 October
2009. These cover, for example, the way that documents are
authenticated.

These latest changes mark the final major implementation date
of the Companies Act 2006 provisions. Though there are a few
small exceptions, in theory the Act is now essentially in force,

almost three years after it received Royal Assent.

For further info please contact our Charity Team on 028 9027 5409
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