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Editor's welcome

Tracey Moore
Head of Charity and NFP
t.moore@uhy-uk.com
+44 1795 475 363

Welcome to our Charity Outlook for 2025/26, released 
at what is an especially dynamic time for the sector. 
The exposure draft for the updated Charities SORP 
represents a significant development, with finalisation 
expected later in 2025. Alongside this, a consultation is 
underway (at the date of publishing) on the thresholds 
at which charities will be subject to statutory audit, 
and we are also awaiting the results of a consultation 
into charity tax legislation. 

This year’s Outlook is packed with insights, analysis 
and a smorgasbord of articles designed to help you 
navigate the months ahead.

In light of the new Charities SORP, I have written an 
article highlighting what I consider to be the most 
significant proposed changes to charity reporting. 
While there are many amendments, I’ve picked out 
what I consider to be the top 10 to whet your appetite. 

One of the new themes introduced into the reporting 
requirements for the Trustees’ report under the new 
SORP is sustainability. This is a timely and welcome 
addition, as all entities, not just non-profits, are 
increasingly focused on this area. Harriet Hodgson-
Grove, a partner in our London office and head of 
ESG and sustainable business services at UHY, shares 
her perspective on how you can align your strategies 
alongside the UN’s Sustainable Development Goals on 
page 10.

With this growing emphasis on sustainability, ethical 
finance is also rising up the agenda. From investments 
and pensions to banking and insurance, financial 
choices carry weight. We’re pleased to feature a 
guest column from Philippa Moors, Head of Charities 
at Unity Trust Bank, who explores the role of ethical 
finance in the not-for-profit sector on page 14. 

As economic pressures remain high – driven by the 
ongoing cost of living crisis, financial strain on many 
local authorities and tax changes following the new 
Chancellor’s Budget – charities continue to face 
significant financial challenges. On page 16, London 
managing partner Subarna Banerjee offers practical 
advice and tips to help you prepare for ongoing 
budgetary constraints.

Following the general election in 2024, many charities 
may have had to pause their campaigns if they had 
any sort of political stance. Dave Allum, a partner in 
our Nottingham office, wrote a popular blog for our 
website last year on charity campaigning, and he has 
provided deeper insight into key considerations that 
campaigning charities need to be aware of on page 
24.

Further practical insights include an article by Sean 
Glancy, our resident VAT expert and partner in our 
London office, who answers some of the most 
frequently asked VAT questions we receive from 
charities on page 26.

Michael Fitch, partner in our Belfast office, shines the 
spotlight on philanthropy and charities, providing 
proactive steps to maximise philanthropic investment 
on page 32. 

On page 34, York partner Harry Howley provides a 
reminder of the considerations that charities should 
be making when they receive income in the form 
of legacies, which can be quite a complex area 
depending on the circumstances of an individual’s 
estate or the timing of when the charity is notified. 
We also hear from UHY’s National Head of Cloud 
Accounting, Rebecca Roberts, on page 36, who talks 
us through the timings, challenges and benefits of 
taking the plunge and changing accounting systems.

We are lucky to have two further guest contributions 
in this year's Outlook. RBC Brewin Dolphin, one of 
the UK’s largest wealth managers, shares guidance 
on Investment Governance Principles on page 30, 
while leading law firm Farrer & Co details changes to 
employment law that will affect all organisations, not 
just charities, on page 38.

Finally, we’re delighted to present two in-depth 
interviews this year. Philippa Charles OBE, Director 
of the DFN Foundation and former Director of the 
Garfield Weston Foundation, shares her invaluable 
insights in our ‘In the Spotlight’ feature on page 20. We 
also speak to Victoria Lyons, Head of Digital Service 
Delivery at Dementia UK – UHY’s national charity 
for 2024-2026 – about the charity’s initiatives and 
how Dementia UK is adapting in the digital world on 
page 44. I am confident both articles will serve as an 
inspiring read for all in the sector.

We hope this edition of our Charity and NFP Outlook 
provides valuable insight into the sector and prompts 
meaningful reflection. As ever, we are here to help. 
Please do contact any of our team if we can be of 
assistance. Contact details for all members of our 
Charity and Not-for-Profit team can be found on page 
48.
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In today’s world, where social and environmental 
challenges are increasingly entwined, the need for 
clear and measurable sustainability strategies has 
never been greater. For most charities, which are 
commonly mission-driven and focused on improving 
lives and addressing social issues globally, the United 
Nation’s (UN) Sustainable Development Goals (SDGs) 
offer a powerful framework for turning mission and 
values into action. 

By aligning with the SDGs, charities and not-for-
profits can improve their operational effectiveness, 
help establish and maintain partnerships and open 
funding opportunities, all while demonstrating their 
commitment to making a broader impact. 

Shaping your charity’s future with the UN’s 
Sustainable Development Goals

The role of SDGs in your charity’s strategy 
It is often assumed that the SDGs are more relevant to 
governments and larger corporations, however, they 
offer charities of all sizes and operations the chance 
to drive meaningful change and demonstrate their 
impact. 

Here’s how they can be used to influence your charity 
positively: 

A clear framework to follow 

The SDGs offer a practical framework with a ready-
made structure for setting goals, measuring progress 
and ensuring day-to-day activities are aligned with 
long-term ambitions. This framework will give you the 
tools required to plan with purpose. To begin with, it is 
important to identify which of the 17 SDGs align with 
your charity objectives. For example, a charity focused 
on education may align with Goal 4: Quality Education, 
whereas health-focused charities may align with Goal 
3: Good Health and Wellbeing.

Assessing where you are and envisioning where 
you want to be

Understanding your charity’s current position is 
the essential first step in your sustainability journey. 
This self-assessment will allow you to quickly 
identify areas of strength and prioritise those that 
may require more attention or improvement. It also 
encourages a commitment to sustainability that 
focuses on continuous improvement. Whether you’re 
at the beginning of your sustainability journey or it 
is something you’re already embedding across your 
charity, the SDGs can help you outline achievable 
targets that align with both your values and long-term 
ambitions. 

Developing greater credibility and accountability 

Adopting the SDGs as a framework to follow will 
demonstrate that your charity is committed to 
responsible and sustainable outcomes. It also signals 
that you’re serious about taking accountability and 
promoting responsible governance. This transparency 
not only builds trust with funders and partners but 
also positions your charity as impact-driven and, 
additionally, may open the door to new funding 
opportunities. 

What are the UN's SDGs?
In 2015, the UN introduced its SDGs – a collection of 17 global objectives as part of the 2030 Agenda 
for Sustainable Development. The goals address the world’s most pressing challenges, including 
poverty, inequality, climate change, health, education and sustainable economic growth. 

Each goal is backed by specific targets and indicators, creating a comprehensive roadmap for 
governments, businesses and individuals to not only consider but actively contribute to a more 
inclusive and environmentally sustainable world. Far more than a global checklist, the 17 SDGs present 
a universal language and a blueprint that can help charities successfully structure their sustainability 
ambitions, strengthen partnerships and demonstrate tangible impact.

Using language that resonates 

In today’s society, funders and partners are 
increasingly and actively seeking organisations 
whose work contributes to recognised frameworks, 
particularly those, like the SDGs, that reflect global 
priorities and have a positive and measurable 
impact. By positioning your ambitions to the SDGs, 
your charity can speak the same language as other 
charities, businesses and government bodies, which 
helps you to articulate your value in a way that is 
immediately recognisable and, once again, reveals 
that you are committed to sustainability and building 
a better world for future generations. 

Establishing and strengthening partnerships

The SDGs can provide common ground for 
collaboration with new and existing partners. By 
aligning with them, your charity can quickly establish 
shared values and objectives with other organisations, 
highlighting opportunities for partnership and 
knowledge exchange. Nowadays, businesses are 
continuing to incorporate SDG commitments into 
their ESG strategies and policies, and prospective 
funders are increasingly looking to support initiatives 
and charitable work that reflect these global goals. 

By utilising the SDGs correctly, your charity can 
become a more appealing partner, opening doors to 
new relationships, shared resources and a long-term 
sustainable impact that goes far beyond what any 
charity or organisation could achieve alone. You have 
the unique opportunity to enhance your visibility, as 
well as develop sustainable solutions. 

The SDGs offer a practical 
framework with a ready-made 
structure for setting goals, 
measuring progress and ensuring 
day-to-day activities are aligned 
with long-term ambitions. 

Credit: United Nations
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Reporting and communicating progress 

Being able to show the difference your charity is 
making has always been an important factor of 
consideration for any organisation, but today the way 
charities are expected to report and communicate 
their impact has changed. Now more than ever, 
people want to look beyond the data and statistics; 
they want to know the story behind the work and its 
positive impact. The SDGs offer a useful framework for 
doing just that. 

By aligning with relevant SDGs, your charity can 
demonstrate how it contributes to something on a 
global scale. In reporting, the SDGs can help bring 
your work and story to life. Showing funders and 
supporters that you’re thinking long-term and  

measuring what matters. Whether it’s through your 
annual reports, website information, or social media, 
the SDGs can help you tell a more powerful and 
lasting story. 

Future-proofing your organisation

In today’s society, sustainability is no longer a nice to 
have, it is becoming an essential. Utilising the SDGs 
can help you think more strategically about where 
your charity is heading. They reveal your long-term 
commitments to building a more sustainable world 
and, importantly, the SDGs show that you’re focused 
on doing things the right way. While strengthening 
your brand reputation and attracting new supporters. 

Harriet Hodgson-Grove
Partner and National Head of ESG
h.hodgson-grove@uhy-uk.com
+44 20 7216 4600

Making a real difference 

As we consider the ever-evolving sustainability 
landscape, the UN’s SDGs are here to provide you with 
a clear sense of direction. They’ll help you translate 
long-term goals and ambitions into digestible 
everyday action, while still keeping your charity’s 
vision and values at the heart of everything. 

Though this transitional SDGs alignment period 
may feel like a big commitment at first, the long-
term benefits, including greater impact, stronger 

partnerships and future-proofing your organisation, 
far outweigh any initial effort. It’s an ongoing 
opportunity to not only show your charity's positive 
impact but to make a real difference in building a 
better world for our future generations. 

At UHY, we’re here to help you as your charity 
navigates the world of sustainability. To discover 
more about our ESG and sustainable business 
services, please get in touch.
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What actions can charities take?
Change is needed if the world is to become a better 
place, and the finance sector needs to hear that 
message loud and clear. 

How you contribute to this will depend on your own 
situation or that of your charity. 

Perhaps you feel strongly enough to vote with your 
feet and move your banking, your insurance, your 
pension or your investments?

If this isn’t something you are prepared to do just yet, 
you can still contact your existing provider to make 
them aware of your values. Maybe you could write 
to the CEO to express your views as a long-standing 
customer?

The first step is to do some research and find out what 
your finance suppliers are doing with your money. 

The internet is a great source of information. If you 
don’t have the time to do this yourself there are 
shortcuts you can take. 

In banking, for example, organisations such as Bank 
Green and My Mother Tree have undertaken analysis 
to help you understand whether your bank invests 
sustainably or not. They will help you to move if you 
need that support. 

Armed with this knowledge, I moved my kids’ ISAs 
to an ethical bank – of course prompting further 
questions from my wonderfully curious offspring! 
This time, armed with my research, I felt equipped to 
answer their questions. 

Calculating your carbon emissions is another key 
journey for charities to take.

In the UK, large companies have to measure and 
report their carbon emissions. Some smaller 
organisations are choosing to do so anyway because 
their staff, donors and customers are increasingly 
expecting it of them.

For example, when bidding for some government 
contracts, it’s essential to report this information. 

When organisations start to look at their ‘Scope 3’ 
emissions (which includes their share of the emissions 
from suppliers, banks, pensions, etc) they are often 
shocked to find how much their footprint has 
increased because of the finance providers they work 
with. 

Access to banking for charities
It would be remiss not to mention the challenges that 
many charities face in accessing banking facilities. 
It is vital that charities of all sizes can conduct their 
banking easily. 

In my role as Head of Charities at Unity Trust Bank, I 
am all too aware of the issues. 

I believe the relationship between the finance sector 
and the charitable sector is crucial. Please feel free to 
contact me directly if you want more information. 

Shaping our future
In the midst of the tireless work to fulfil a charitable 
purpose, trustees and leaders may unwittingly 
support projects that undermine that same purpose. 

Time and resource are tighter than ever and not all 
charities will feel they are in a position to review their 
financial providers. We must be kind to ourselves and 
not feel under pressure to act when we simply do not 
have capacity. 

It can, however, be comforting to know that we have 
the power to instigate change if we want to.

The next generation will continue to ask questions of 
us, and we must choose how we respond. 

* Children in War and Conflict | UNICEF USA 
** Copernicus: 2024 is the first year to exceed 1.5°C above 
pre-industrial level | Copernicus

From investment decisions to banking providers, 
small changes can drive meaningful impact.

As charities navigate financial challenges, ethical 
finance is becoming increasingly important in shaping 
a sustainable future. In this guest article, Philippa 
Moors, Head of Charities at Unity Trust Bank, an 
ethical bank that invests in organisations that create 
a positive social impact, explores the role of ethical 
finance in the not-for-profit sector.

Ethical finance for charities
My kids are fascinated by history at the moment – The 
Egyptians, The Tudors, The Stone Age, world wars… 
their questions are testing my knowledge!

It makes me wonder how this period in our lives will be 
viewed in years to come.

Almost one in five children are currently living in or 
fleeing a war zone* and 2024 is the first year where 
average global temperature exceeded 1.5˚C above 
pre-industrial levels**.

It’s easy to feel powerless in the face of adversity. 
That’s why I want to talk about ethical finance – what 
it is, why it’s important and how our decisions can 
make a difference. 

What is ethical finance? 

The financial system is key to how our society 
functions. 

Ethical finance refers to a group of investors or lenders 
who aim to generate positive impact alongside 
financial returns. 

Behind every project, initiative, start-up or 
organisation are the people who deliver it, the 
resources that it uses and the funding to support it.  

Investors and lenders have the power to choose 
sustainable investments over unsustainable ones.

Unfortunately, many do not scrutinise their investment 
decisions in this way.

There are a growing number of ethical finance 
providers that are choosing to withhold funding 
from organisations and projects that have a negative 
impact on people and planet.

When it comes to ethical finance, providers tend to 
demonstrate a greater understanding of the not-
for-profit sector as well as the value of personal 
relationships.

Why is ethical finance important to 
charities? 
The topic of ethical finance is far from new – certainly 
when it comes to large charities with substantial 
investment portfolios. 

Top ethical investment advisers are well versed in 
helping trustees navigate this landscape. 

They understand whether those who finance 
controversial sectors such as fossil fuels and arms 
manufacturing are acceptable investments for a 
charity. 

Charity leaders and trustees wanting to know more 
can consult the Charity Investment Governance 
Principles Guide. These were developed by sector 
experts and organisations including Charity Finance 
Group and NCVO.

However, charities of all sizes can make decisions on 
which bank they use for their current accounts and 
savings accounts, which insurance companies they 
use and where they place their pensions. 

Collectively, even small organisations have the power 
to encourage positive change. We all have the choice 
where to put our money. 

It's important to remember that funders get their 
money from people just like you and me. That could 
be through personal banking or on behalf of the 
organisations we work or volunteer for.

We have the power to improve the world we live in by 
choosing where to put our money. If enough money is 
withdrawn from funders who continue to invest badly, 
then they will have to change their policies. 

Ethical finance is becoming 
increasingly important in shaping 
a sustainable future.

Ethical finance for charities

Philippa Moors
Head of Charities,
Unity Trust Bank
philippa.moors@unity.co.uk
+44 7523 689 048

You can read more about Unity Trust Bank and their 
work with the charity sector at www.unity.co.uk/
sectors/charities
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Rising costs, reduced funding opportunities and 
increasing financial pressures are placing significant 
strain on UK charities. With employer National 
Insurance Contributions (NICs) increasing from 
April 2025 and, at the time of writing, no sign of 
government relief, charities must take proactive steps 
to navigate these financial challenges.

The financial impact of policy changes 
The National Council for Voluntary Organisations 
(NCVO) estimates that the increase in employer NICs 
from 13.8% to 15% will impose an additional annual 
cost of £1.4 billion on UK charities. This comes at a 
time when charities are already grappling with rising 
demand, escalating costs and diminishing funding 
sources.

Following the October 2024 Budget, Sarah Elliott, 
Chief Executive of the NCVO, remarked: “This is the 
biggest shock to the sector since the pandemic. 
Charities already juggling rising demand, escalating 
costs, and the falling funding cannot absorb an 
additional £1.4 billion in costs without drastic service 
cuts. This additional cost, for which there is no 
headroom in budgets to cover, will be devastating.”

The decision to exempt the NHS from National 
Insurance increases while leaving charities to shoulder 
the cost has sparked criticism from sector leaders, 
with many voicing concerns that the rises will force 
charities into a precarious position resulting in 
reductions in staffing and essential services. Even 
large charities like Marie Curie and Age UK have voiced 
concerns about the severe impact on their operations.

Research from Charity Finance Group (CFG) following 
the October 2024 Budget announcement highlighted 
the gravity of the situation. Their research reported 
concerns from nine out of ten charities with 80% 
stating they will need to cut costs. 

Building financial resilience

Financial resilience is more important than ever. While 
we can’t offset the impact of rising costs, here are key 
areas to focus on to navigate budget constraints while 
staying true to your mission:

Make sure you understand your finances 

Ensuring trustees and management understand your 
charity’s financial position helps in making informed 
decisions and implementing effective cost controls. 
We recommend conducting a thorough review of 
your charity’s financial health, scrutinising every cost 
and anticipating future expenses. Be cautious about 
income, only including knowns and certainties. Be 
realistic about anticipated expenditure too, including 
any extra potential costs such as redundancies. 
Regularly review budgets and cashflow movements 
to identify potential issues early and adjust strategies 
accordingly.

Regularly revisit your reserves policy  

What is the current level of your charity’s reserves? 
Not that as stated in your last set of annual accounts 
signed off by your auditor, but today. If you don’t know 
the answer to this question, you need to get up to 
speed quickly. 

Your reserves policy must be tailored to the needs 
of your charity. While there is no fixed rule regarding 
how much should be held in reserve, reserves that 
are ‘too high’ can make it look like your charity is not 
focused on the front line but having reserves that are 
‘too low’ can make you look vulnerable or indicate poor 
planning.

Practical steps to help your charity prepare for 
budgetary constraints

The policy must be flexible enough to adapt to 
economic changes. Perhaps you decide that, as a 
minimum, your charity must hold the sum you would 
need to fund redundancies if you had to close, or 
perhaps the key figure is the sum to have in reserve 
should major sources of funding be delayed. Once you 
have decided on the reserves needed, make sure you 
communicate your reasoning effectively. Transparency 
is key; ensure stakeholders understand why reserves 
are necessary, balancing the need for financial stability 
with concerns about excess funds.

Consider ways to diversify income streams

Reliance on a single income source is a significant 
risk. If opportunities exist for new revenue streams, 
explore these. For example, consider corporate 
partnerships, grants, social enterprise initiatives or 
fee-for-service models. Digital fundraising campaigns 
or subscription-based models can also attract a 
broader audience. We recommend engaging all team 
members, including volunteers, in identifying and 
testing opportunities.

Anticipate and adapt to demand 

Engage with stakeholders and beneficiaries to 
understand their evolving needs, then forecast 
changes in service demand and adjust operations 
accordingly. This might involve scaling back non-
essential activities or pivoting to meet emerging 
needs, ensuring continued relevance and 
sustainability.

Maximise Gift Aid and tax efficiencies

Gift Aid can be a valuable source of additional 
income, allowing charities to claim an extra 25p for 
every £1 donated by UK taxpayers. However, many 
charities do not fully optimise their Gift Aid claims. 
Regularly reviewing Gift Aid processes, ensuring 
donors complete declarations and promoting eligible 
donations can help maximise income. 

Also, it is worthwhile exploring available tax reliefs, 
including business rates relief and VAT exemptions on 
certain charitable activities.Reviewing VAT treatment 
and seeking professional advice on tax efficiencies 
can result in significant cost savings.

Fixed costs and investments should 
be reviewed periodically 

Where possible, leases, loan terms and supplier 
agreements should be renegotiated to improve 
cash flow. For charities with investment portfolios, 
periodically review strategies to ensure your assets 
are working effectively.  If you have a large portfolio, 
professional advice should be sought to optimise 
returns while maintaining a risk profile aligned with 
the organisation’s objectives. 

Embrace innovation and collaboration 

Leveraging technology and fostering collaboration 
can help enhance efficiency and broaden your impact. 
Explore opportunities for shared service agreements 
with other charities that have a similar mission or 
opportunities to collaborate with local businesses or 
other charities to share resources and reduce costs. 

On the tech side, make sure you are making the most 
of free AI programmes, where relevant. You do not 
need to be a technology expert to harness some of 
the AI capabilities already out there. For example, 
OpenAI chatbots like ChatGPT and Copilot can be 
used to generate copy or media content, help with 
grant applications or digest and summarise reports. 
However, while AI can do a great job of responding 
clearly to questions, it won't have the same insight as 
someone from within your charity. Outputs require 
editing and refinement to ensure any content created 
aligns with your charity’s tone of voice, complies with 
legal and ethical standards and respects copyrights. 

Also evaluate the cost-benefit of outsourcing non-
core activities. For example, outsourcing functions 
like payroll, accounting or IT support can improve 
efficiency and reduce staff costs, allowing your team 
to focus on delivering mission-critical services.
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Navigating charity campaigning
Many charities I speak with are concerned about a 
range of issues, particularly the impact of the 2024 
Autumn Budget. The rise in employers’ National 
Insurance Contributions is a major worry, with 
some fearing it could be the final straw for already 
overstretched budgets. Understandably, many want 
to speak out publicly to highlight the impact on their 
organisation. However, it’s essential to do so carefully 
and within the rules to avoid inadvertently engaging in 
activities that fall outside your charity’s remit. 

Understanding campaigning in charities 
First, it is worth considering what is meant by 
campaigning. This is usually defined as activities 
engaged in by charities to raise awareness, educate 
and inform the public, perhaps to try and change 
attitudes or to ask that a piece of legislation is 
protected or enacted.

Every charity will have a stated aim or objective 
recorded in its governing document. It is a legal 
requirement that activities undertaken by a charity 
must deliver only the stated aim. Operating outside 
of this aim is a breach of trustee duties and could 
result in trustees being held personally liable for any 
funds spent on such activities. If you haven’t reviewed 
your governing document for a while, I’d recommend 
dusting it off (or downloading it from the Charity 
Commission!) and reviewing what is set out and 
recorded. If you find the objective needs to be added 
to or amended, there is a process to follow which 
requires Charity Commission approval.

The rules around political campaigning 
As a general rule, charities can only engage in political 
campaigning or political activity if it clearly supports 
your stated objectives. For example, campaigning for a 
change in the law that directly supports the objectives 
of your charity would be considered acceptable. 
However, if you speak out against government policy, 
you must ensure it does not breach the rules on 
political campaigning. 

There is an incredibly helpful guide on the Charity 
Commission website which summarises the key 
issues. It’s well worth taking five minutes to review the 
guidance and make sure you are up to date with the 
rules, especially if your charity is considering making 
a public statement on government policy. The guide 
also offers advice on how to avoid inadvertently 
engaging in activities that fall outside of your charity’s 
objectives. 

The impact of social media and public 
figures 
It is important to note that activities are not limited 
to formal announcements and publications. Anything 
posted on social media by team members or high-
profile supporters on behalf of the charity should also 
be considered subject to the rules on campaigning. 

Political figures may also seek to engage with 
charities to enhance their public profile. However, 
their involvement, especially on social media, can 
potentially introduce unintended party-political 
messaging, posing challenges as charities must 
always remain neutral and impartial. An important 
point to remember in this respect is that trustees 
must not use a charity as a platform for their own 
political beliefs.

The power of collective campaigning 
Rather than campaigning alone, consider whether 
a larger organisation you belong to could assist the 
cause and amplify your voice. A good example of 
this is Hospice UK, which issued a strong response 
to the 2024 Autumn Budget, sparking constructive 
discussions about additional support for hospices. 
As I write, the government has announced a 
significant support package for the sector. It’s 
unlikely a lone hospice campaigning would have 
achieved this, but the campaigning of a national 
body has created a force to be reckoned with. 

Case study: the success of Zoe’s Place
On the subject of hospices, last year Zoe’s Place, 
a Liverpool-based children’s hospice, achieved 
amazing success with a fundraising campaign that 
secured its future. The hospice had been trying to 
build a new premises, however, planning delays, 
rising projected build costs and an expiring lease 
meant the hospice faced imminent closure. Zoe’s 
Place published a statement in October 2024 
announcing that the only available option was to 
close at the end of the year. 

The key thing to note here is how Zoe’s Place made 
the announcement – there was no emergency 
appeal launch, just a stark statement that made it 
very clear closure was inevitable.

For those familiar with the unwavering sense of 
community the people of Liverpool have, it will 
come as no surprise that this announcement was 
taken as a call to action. And what an action! One 
major retailer pledged £2.5m almost immediately, 
while other businesses raised hundreds of 
thousands almost overnight. Community 
fundraisers surged into action, raising over £6m in 
a month! As a result, Zoe’s Place continues and the 
move to new premises will go ahead.

Ensuring charities can speak up safely
Campaigning can be an area that catches charities 
out and this may cause trustees to err on the 
side of caution and avoid campaigning activities. 
However, there are many examples of changes in 
policy or actions attributed to effective charity 
campaigns and trustees should certainly look to 
speak up in the interest of the charity. By following 
a few simple rules, such as ensuring that any 
campaigns are factually accurate, politically neutral 
and compliant with Chairty Commission guidance, 
a great deal of good can be done by effective 
charity campaigning.

Dave Allum
Partner - Nottingham
d.allum@uhy-uk.com
+44 115 959 0900

Helping you prosper  |  25  24  |   Charity and NFP Sector Outlook

https://www.gov.uk/guidance/political-activity-and-campaigning-by-charities
https://www.gov.uk/guidance/political-activity-and-campaigning-by-charities


One of our trustees thinks we may 
have non-business issues and partial 
exemption. Are they different things or 
can we deal with them together?
The first question for you to consider is whether your 
activities are carried on in the course or furtherance 
of business for VAT purposes. Non-business activities 
will generally not allow you to reclaim any VAT paid on 
purchases relating to the non-business activity. 

Any business activities could be subject to VAT at 20%, 
5%, 0% or even exempt from VAT. Exemption from VAT 
prevents VAT paid on associated expenditure from 
being reclaimed. If taxable and exempt supplies are 
made, this will result in partial exemption applying and 
mandatory recovery calculations.

Determining whether your activities are business or 
non-business, taxable or exempt, is crucial before you 
can even start to work out how much VAT you can 
reclaim.

How do I work out my recovery method?
Once you have determined the VAT treatment of 
your activities, you must then carry out business vs 
non-business calculations to work out how much VAT 
is considered input tax (VAT incurred that relates to 
business activities) and undertake a partial exemption 
calculation to determine how much input tax you can 
recover.  

There is no specified VAT recovery method 
for business and non-business VAT recovery 
apportionments. However, there is a statutory method 
for partial exemption. Both methods must result in a 
fair and reasonable result.  

You can agree something different with HMRC and 
a combination method (business/non-business and 
partial exemption) if appropriate. These calculations 
can be subjective and are, unfortunately, the cause of 
many disputes between not-for-profit organisations 
and HMRC. 

We let out some rooms, for example to 
local mother and toddler groups, and just 
recoup our costs. HMRC say it’s a business 
activity and want VAT from the building 
works we had completed some years ago. 
Can that be right?
We talked about non-business activities, above, 
preventing you from reclaiming VAT on associated 
expenditure. Non-business activities have types of 
goods and services free of VAT, including specified 
building works free of VAT. 

HMRC is likely to take the position you have supplied 
services in return for payment which is a business 
activity for VAT purposes. The fact that the income 
was exempt from VAT as a welfare service does not 
matter, because it could mean that either your builder 
should have charged you VAT at the time or you have 
changed your activities and HMRC can charge you VAT 
on a proportion of the original building costs. Where 
a builder relied upon the non-business certificate 
provided at the time of the build, HMRC will demand 
the VAT from the charity involved, as they are doing 
here. 

There is normally a ten-year adjustment period for 
capital expenditure, so change of use and particularly 
increased business use will cause issues and needs to 
be monitored.

VAT is one of the most complex tax issues affecting 
the charity and not-for-profit sector and navigating 
its rules can be challenging. Over the years, our charity 
and not-for-profit clients have asked us a wide range 
of questions about VAT – many of which highlight 
common misunderstandings and pitfalls that could 
lead to unexpected costs or compliance risks. 

In this article, we address some of the most frequently 
asked VAT questions we receive, covering key 
areas such as VAT reliefs, business vs. non-business 
activities, property transactions and dealing with 
HMRC. However, we would stress that this only covers 
a small selection of the VAT issues affecting the sector 
and we would recommend that advice is always 
sought, even if just to ensure you are able to rest easy 
knowing that you have reviewed your position. 

We are only a small local charity, can’t we 
buy things we need VAT-free? 
Although the Government has introduced several 
specific reliefs to help the charity sector, the truth is 
that many of your costs will include VAT. Unfortunately, 
you will probably be unable to reclaim much of this. 
The focus should be to ensure your various suppliers 
apply the reduced or zero-rate of VAT where they 
can, to reduce your VAT costs overall. The reliefs are 
defined but include charity advertising, property 
development, some fundraising activities, supplies 
of staff between charities and some other specified 
activities. It is critical to check the requirements as all 
have closely defined conditions.  

We’re not running a business. Does VAT 
really apply to us? 
Unfortunately, yes it does. VAT is a tax on individual 
sales of goods or services. Whenever you sell 
something in return for payment, even though you 
might not make any profits, you are probably within 
the VAT system and must deal with all its obligations.  

HMRC issued a clarification of their view of business 
activities following a court decision in its favour. This 
simplified the interpretation but will mean that more 
transactions are within the scope of VAT.

I’ve never dealt with VAT before. Is it 
something we can do ourselves or do we 
need help? 
It is a sad fact, but the charity sector is forced to 
grapple with some of the most complicated areas 
of VAT. That is not to say that you are unable to deal 
with it yourself, but we would recommend that first 
a specialist adviser helps you understand the VAT 
issues that affect your organisation and set up your 
accounting systems in the right way to produce the 
information you need. This should allow you to be 
compliant and also reduce VAT cost. 

Going forward, you will probably be able to deal with 
the routine VAT returns by yourself. However, to ensure 
you are protected from a later VAT cost, we would 
always recommend seeking advice when anything 
unusual arises or you are considering a new project. 

HMRC has written to us saying that we are 
in business and owe VAT. Have we done 
something wrong? 
This is one of the most common problems for the 
charity sector, where a source of income is believed 
to be free of VAT but HMRC takes a different view. 
Often you have not done anything wrong, it may 
simply be that the contract or funding agreement was 
not drafted with VAT in mind and is therefore not as 
clear as it could be, giving HMRC the opportunity to 
challenge the VAT treatment. 

The issues often revolve around grant funded 
activities, where there can be a fine line between a 
grant and a payment for services provided under a 
contract. A grant is generally free of VAT, whereas 
services provided under a contract could be subject to 
VAT at 20%. 

Obviously, this is a big difference, particularly if the 
funder providing the grant is unable to reclaim the 
VAT. Conversely, charging VAT will enable you to 
reclaim the VAT you pay on associated expenditure, 
so being in the VAT system might be positive. If the 
funder providing the grant, such as a Local Authority, 
can reclaim any VAT you might charge, working 
under a service contract rather than a grant funded 
arrangement could be in your charity’s best interest. 
The key issue is to establish if there is a benefit and 
who receives the supply made by the charity.

VAT essentials: answers to your key questions

Sean and the team have provided 
excellent professional VAT advice 
to the Fund for a number of years. 
We value the collaborative nature 
of the engagement, particularly 
the contribution to developing the 
knowledge of our own staff whilst 
providing the service. UHY and 
Sean have always considered the 
community benefit nature of our 
organisation and have ensured value 
for money across all assignments.

Emma Kavanagh, Finance Director
The National Lottery Community Fund
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Our national charity in focus: Dementia UK on 
innovation and impact
Each year, UHY Hacker Young pledges our support 
to a national charity, decided through a collective 
vote spanning our teams across our 20 offices. 
For 2024/26, we are delighted to partner with 
Dementia UK, championing their exemplary efforts 
to support individuals and families facing dementia. 
Having a national charity forms an integral part of 
our commitment to helping people prosper and 
it has been amazing to experience firsthand the 
incomparable work and efforts of Dementia UK. 

We recently sat down with Dementia UK’s Head 
of Digital Service Delivery and Dementia at Work, 
Victoria Lyons, to delve into the heart of the charity, 
discussing the impact it has on families across the 
country, how it is adapting in the digital world, and so 
much more. 

Can you share a bit about your background 
and what led you to join Dementia UK?

Two of my grandparents lived with dementia, so I had 
firsthand knowledge and experience of the impact 
the condition can have on families. When I qualified as 
a nurse in 2001, I knew I wanted to work in dementia, 
and working as an Admiral Nurse sounded like the 

perfect role. It allowed me to support families, develop 
awareness, increase knowledge and help to deliver 
services to help ensure other families did not struggle 
the way mine had previously.

I became an Admiral Nurse in 2003; Dementia UK 
had under 30 Admiral Nurses at the time. I think I was 
around the 26th Admiral Nurse – we now have over 
450.

I’m currently the main carer for my mother-in-law who 
is living with dementia, and my two children (11 and 
14), so I am a sandwich carer. As I work full-time, I am 
also a working carer. This provides me with a unique 
combination of knowledge, skill and lived experience, 
which, in turn, helps me to deliver services with 
complete understanding and empathy.

What attracted you to the charity sector, and 
specifically to Dementia UK?

I have always been driven to push for change when 
change is needed, and when I first qualified as a 
nurse, I felt passionate about the need to develop and 
improve dementia care. 

When I joined Dementia UK, I told my mother that I 
would stay with the charity until every family in the UK 
had access to an Admiral Nurse. Even though we have 
now achieved nationwide reach through our Helpline 
and virtual clinic service, I am still as motivated now as 
I was back then: to continue to think about what more 
we can do to support families across the country.

When I first started working with the charity, it was 
relatively small with only five members of staff. It 
has been a pleasure and privilege to play a part in 
developing it into what it is today and continue to 
deliver services that positively impact individuals and 
families dealing with dementia. 

Dementia UK was founded by a family living with 
dementia and is still to this day led by nurses which 
has always been a huge part of the appeal too. It felt 
like a grassroots solution and the fact that we have 
grown and developed as a charity without losing those 
roots is a huge part of the reason I have remained a 
part of the team for 18 years.

The digital landscape is evolving rapidly — how 
has Dementia UK adapted its digital services to 
better support families and professionals? Are 
there any innovations you are particularly proud 
of?

I am very proud of the online content we are creating, 
our website, and the videos and resources we put 
out. These days, people spend more and more time 
online, and it is essential that our services and support 
are available and accessible where the people we are 
trying to support are.

What impact has Gen X had on how you approach 
your digital services, and how do you tailor 
digital support for different generations?

We’re really mindful that different generations have 
different comfort levels and expectations when it 
comes to digital support. Gen X has played a big part 
in shaping how we design and deliver our services. 

Our virtual clinic system allows people to book an 
appointment with an Admiral Nurse at a time that 
suits them. They can also have that appointment face 
to face (albeit online) or via phone, which means we 
can support people in places where we might not 
have a local Admiral Nurse service.

How do you balance the need for human 
connection in dementia care with the growing 
reliance on digital solutions?

It’s essential that the human is always in the loop. By 
that, I mean all the digital services and content we 
create are based on real stories, real experiences and 
involve our dementia specialist Admiral Nurses. 

Our LEAP (Lived Experience Advisory Panel) and 
LEAN (Lived Experience Advisory Network) groups 
are heavily involved in the work we do to ensure the 
charity bases its offering on real insights from real 
people. So, whilst digital developments might help us 
to generate work or support more people, the people 
we are serving moderate the work, help develop the 
work and steer and guide the developments

Has AI or automation played a role in enhancing 
the charity’s digital support services? If so, how?

AI and automation are starting to play a bigger role in 
how we think about delivering support at Dementia 
UK. In some of our teams, we’re exploring how AI can 
help us work more efficiently and make the best use 
of our resources, whether that’s through automating 
routine tasks or using smart systems to guide people 
to the right support faster. It’s about freeing up more 
time for our Admiral Nurses to do what they do best: 
offering compassionate, specialist care to the families 
who need them.

We’re also looking ahead and thinking carefully about 
how AI could shape the future of dementia support. 
There’s huge potential, but we’re equally focused on 
the ethics: how we use these technologies responsibly 
and make sure we never lose the human touch. 
Keeping the human connection involved is really 
important to us. No matter how advanced the tools 
become, our goal is always to use them in a way that 
enhances relationships, builds trust and makes our 
support feel even more personal and accessible.

Has the cost-of-living crisis impacted donations 
or demand for services? How are you adapting to 
these challenges?

We’ve had a number of calls to our Helpline from 
carers talking about the impact that the cost-of-living 
crisis has had on them. From carers worried about 
how they are going to pay for the support they need, 
to working carers expressing concerns about the 
impact supporting a family member with dementia is 
having on their ability to meet the demands of holding 
down a full-time job. 

In a recent survey we conducted, 51% of carers told us 
that they have had to take time off work to care for a 
family member living with dementia. This is something 
that carers would feel guilty about doing at any time; 
however, when budgets are stretched, this need to 
take time off comes with not only the guilt but the 
added concern about the impact missing work could 
have on your employment, and the impact losing your 
job or leaving work would have on your finances.

Image credit: Dementia UK

Photo of Victoria Lyons, Head of Digital Service 
Delivery and Dementia at Work
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