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Welcome to the latest edition 
of MHA Not for Profit eNews.
In this edition we highlight the consultation on the proposed changes 
to the Charity Commission’s Annual Return and encourage anyone 
who uses this facility to engage in the process. 

We also give details on the recent VAT judgement in determining 
whether an activity is a business or non-business activity for VAT 
purposes. This will be particularly relevant to entities providing 
nursery and creche facilities and those receiving grants or subsidies.

We also have an article focussing on safeguarding following the 
Charity Commission updating their guidance on what charities 
should and could be doing to protect individuals with whom they 
engage and what precautions they should put in place to protect 
those from abuse and mistreatment.  

As ever, if there are any points in this edition which you would like 
to discuss with us in more detail, please do get in touch. 

Best Regards, 
MHA Not for Profit team



Revisions to 
Annual Return – 
consultation 

Over the last few years we have seen  
a staged increase in the information 
requested from charities by the  
Charity Commission through the annual 
return. We are now entering the next 
phase and accordingly the Commission 
is consulting on a new approach to the  
Annual Return which would apply to 
charities’ financial years starting on  
or after 01 January 2023. The new  
approach, which will include asking  
new questions to obtain more data,  
has the ultimate goal of helping the 
Commission regulate charities more 
effectively. 

The changes to the Return also include changes to the  
Commission’s ability to add new questions to future Returns 
as required in response to unexpected sector-wide events. 
This comes from recent lived experience where the  
Covid-19 pandemic highlighted gaps in data the Commission 
held on charities. Furthermore, the new Return will be more 
flexible than before, albeit there is still a majority of ‘fixed’ 
questions and a small amount of questions relevant to the 
particular year in question. 

The new Return is expected to include 52 questions in total, 
16 more than the 36 currently being asked, and will include 24 
questions from the existing return, five amended questions, 
and 23 new questions. The Commission are estimating that 
the financial impact of introducing the changes to the Annual 
Return will cost the sector £4.95m, reflecting the increase in 
the amount of time needed to answer the new requirements. 

The Annual Return - a list of questions registered charities are 
obliged to answer once a year - exists in part as an information 
gathering device for the Commission. The publishing of responses 
is intended to allow the wider public to make informed choices 
about charities and identify any associated risks and to provide 
stakeholders with better visibility of the sector.  

The consultation is a chance for charities to have  
their say, ensuring questions are relevant and  
proportionate to statutory duties, objectives and  
functions, and is due to close on 01 September  
2022 – details of how to respond can be found here.

https://www.gov.uk/government/consultations/charity-commission-revisions-to-the-annual-return-2023-25/annual-return-2023-consultation#summary-assessment-of-regulatory-impact
https://www.gov.uk/government/consultations/charity-commission-revisions-to-the-annual-return-2023-25/annual-return-2023-consultation#summary-assessment-of-regulatory-impact
https://www.gov.uk/government/consultations/charity-commission-revisions-to-the-annual-return-2023-25?utm_medium=email&utm_campaign=govuk-notifications-topic&utm_source=e7ece4ed-da7f-422a-8531-c038c1097375&utm_content=daily


VAT – business  
and non-business 
activities

Like so much tax law, HMRC’s policy for assessing whether  
an activity is of a business or non-business nature is  
grounded in case law. The 1981 Lord Fisher and 1978  
Morrison’s Academy Boarding Houses Association cases  
in particular helped create the six criteria ‘business test’  
previously used in making such an assessment:

Is the activity a serious undertaking earnestly pursued?

Is the activity an occupation or function that is actively 
pursued with reasonable or recognisable continuity?

Is the activity have a certain measure of substance  
in terms of the quarterly or annual value of taxable 
supplies made?

Is the activity conducted in a regular manner and on 
sound and recognised business principles?

Is the activity predominately concerned with the  
making of taxable supplies for a consideration?

Are the taxable supplies that are being made of a kind 
which, subject to differences of detail, are commonly 
made by those who seek to profit from them?

HMRC’s long-standing policy had been that a business activity 
is possible even in the absence of a profit motive. However, 
more recent judgements, such as those in the 2016 Longridge 
on the Thames and 2018 Wakefield College cases, have 
helped clarify that the criteria above are only indicators and 
that they cannot replace the principles set out by the courts  
in determining what constitutes a business; in determining 
this, there should be no reliance on an organisation’s overall 
objective or profit motive. The recent cases have helped  
develop a new two-stage test, detailed below, which should  
be taken instead of the six criteria business test above:
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A recent brief published by HMRC  
sets out their updated approach to  
determining whether an activity is  
a business or non-business activity  
for VAT purposes.
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Stage 1 The activity results in a supply of goods or 
services for consideration

An activity that does not involve the making 
of supplies for consideration cannot be  
business activity for VAT purposes.

Stage 2 The supply is made for the purpose of  
obtaining income therefrom (remuneration)

Even if the charge is below cost.

Whilst this change in approach is relevant to all not for profit 
entities, given the nature of the cases which resulted in the 
change, it will be particularly relevant to entities providing  
nursery and creche facilities and those receiving grants or  
subsidies. We expect to provide further guidance in the  
coming months as this ruling develops further.

https://www.gov.uk/government/publications/revenue-and-customs-brief-10-2022-vat-business-and-non-business-activities/vat-business-and-non-business-activities


Safeguarding and  
protecting people for 
charities and trustees

The Charity Commission updated  
their guidance on safeguarding  
and protecting people last month, 
providing the sector with a welcome 
reminder of how to protect people  
who come into contact with your  
charity through its work from abuse  
or mistreatment of any kind.

Protecting people and safeguarding responsibilities 
should be a governance priority for all charities.  
Accordingly, a charity must have appropriate polices  
and safeguards in place and ensure it is being proactive 
in protecting its beneficiaries, staff, stakeholders and 
anyone else who comes into contact with it. Such is  
the necessity of this governance matter, the Commission 
will refer concerns to relevant safeguarding agencies 
where needed to implement safeguarding legislation. 
Their expectations of charities are detailed below:

• To have appropriate policies and procedures are  
in place, and they are followed by all trustees,  
volunteers and beneficiaries

• That checks are performed which ensure people  
are suitable to act in their roles

• A charity knows how to spot and handle concerns  
in a full and open manner 

• There are clear systems of referring or reporting to 
relevant agencies as soon as concerns are suspected 
or identified

• Risks are identified and how they will be managed are 
set out in a risk register which is regularly reviewed 

• That statutory guidance, good practice guidance  
and legislation relevant to their charity is all followed

• A charity's response to concerns is quick and  
appropriate investigations are carried out

• Failures and harm are not ignored or downplayed

• A charity’s trustee board is balanced and does not let 
one trustee dominate its work 

• Protecting people from harm is central to a charity’s 
culture

• Resources, including trained staff/volunteers/trustees 
for safeguarding and protecting people, are sufficient

• Periodic reviews of safeguarding policies, procedures 
and practice are conducted. 

https://www.gov.uk/guidance/safeguarding-duties-for-charity-trustees
https://www.gov.uk/guidance/safeguarding-duties-for-charity-trustees


Charity Finance 
Group launch 
their new 
Knowledge Hub
The Charity Finance Group launched its “Knowledge Hub” 
in June, bringing together the charity finance community’s 
collective knowledge and experience, in one easy-to-access 
place on their website.

The Hub acts as a source of information and knowledge to 
support charities and includes publications and articles on a 
variety of topics, from Environmental, Social and Governance 
(ESG) to risk management.

The Commission’s guidance provides updated links to 
useful advice and practical support:

The National Council for Voluntary Organisations 
(NCVO) provide a resource for advice on how to 
get started with safeguarding.

The Charity Governance Code includes best  
practice advice, including on safeguarding.

Bond, the UK network for organisations working  
in international development, have produced a 
‘Good governance for safeguarding’ guide in  
collaboration with UK Aid.
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Finally, the Commission note that if a charity works  
with children or adults at risk then there are more  
safeguarding legal requirements applicable which 
must be worked within.  

https://cfg.org.uk/knowledge-hub
https://knowhow.ncvo.org.uk/safeguarding/steps-to-a-safer-organisation
https://www.charitygovernancecode.org/en/front-page
https://www.bond.org.uk/sites/default/files/resource-documents/good_governance_for_safeguarding.pdf
https://www.gov.uk/guidance/safeguarding-duties-for-charity-trustees#children-adults-at-risk


MHA Not for Profit Contacts

Sudhir Singh
Head of MHA Not for Profit

North West
Nicola Mason 

Director

London & South East

E: nicola.mason@mooreandsmalley.co.uk

Stuart McKay 
Partner

E: sudhir.singh@mhllp.co.uk
E: stuart.mckay@mhllp.co.uk

MHA Not for Profit Team
A national commitment to charities

A national Not for Profit team with local specialists that  
understand the sector in your area. 

Broad Not for Profit expertise covering charities, social  
enterprises, education, housing and the public sector,  
with organisations at all stages of their life cycle.

With over 1,600 Not for Profit clients, we have extensive  
experience of all sizes and types of organisations. 

Strong relationships established with both executives  
and trustees.

Insights from our long standing experience at a policy setting  
level and from working with sector bodies and regulators.

A wide range of tailored services: assurance, tax,compliance,  
advisory, training and more, delivered with practical understanding. 

Practical support for strong and effective financial governance at 
#MHATrusteeHub.

Worldwide specialist sector support through our independent  
membership of Baker Tilly International.

Midlands
Helen Blundell  

Director

North East
Rebecca Hughes  

Partner

South West
Bianca Silva  

Head of Education, Partner

E: bianca.silva@mhllp.co.ukE: helen.blundell@mhllp.co.uk E: rebecca.hughes@mhllp.co.uk



MHA Hub offers clients and contacts a diverse programme of professional events, training, and publications that has been 
created to offer the latest in best practice, good governance, and regulatory updates and insights.

Disclaimer 

MHA is the trading name of MHCA Limited, a Company registered in England with registration number 07261811  
(hereafter “MHA”). MHA is a network of four independent accounting firms in the UK and is a member of Baker Tilly  
International (hereafter “BTI”). Each member firm of MHA and BTI are separate and independent legal entities.  
Services are provided by individual member firms and not by MHA or BTI who accept no responsibility or liability for  
the advice, actions or inactions of member firms. No one member firm of either MHA or BTI accepts responsibility  
or liability for the advice, actions or inactions on the part of any individual member firm or firms.

All information provided herein or at any seminar is believed to be accurate and correct at the time of publication  
or broadcast. While all due care has been taken with this publication, no responsibility or liability is accepted for  
any inaccuracies, errors or omissions. Neither this publication or any broadcast should be accepted as providing a  
complete explanation or advice in respect of its subject matter and no liability is accepted for the consequences of  
any reliance upon it in part or whole. Our liability and the liability of MHA and BTI firms is limited and to the maximum  
extent permitted under applicable law. If you wish to rely on advice in connection with the subject matter of this  
publication you should first engage with a member firm of MHA.

You must not copy, make available, retransmit, reproduce, sell, disseminate, separate, licence, distribute, store  
electronically, publish, broadcast or otherwise circulate either within your business or for public or commercial  
purposes any of (or any part of) these materials and/or any services provided by  any member firm of MHA in any  
format whatsoever unless you have obtained prior written consent from a MHA firm to do so and entered into a licence.

Where indicated, these materials are subject to Crown copyright protection.  Re-use of any such Crown copyright- 
protected material is subject to current law and related regulations on the re-use of Crown copyright extracts in  
England and Wales.

These materials provided by MHA are subject to MHA’s terms and conditions of business as amended from time to  
time, a copy of which is available on request. Services provided by an MHA firm are subject to the letters of engagement 
and  the terms and conditions provided  by that MHA firm.

 

© copyright MHCA Limited
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About MHA
MHA is an association of some  
of the best independent regional  
UK accountancy firms

About Baker Tilly 
International
Baker Tilly International is a network 
of independent accountancy and 
business advisory firms; our firm is an 
independent member of the network

19 Offices  
nationwide

1152 
106 Partners

Staff

£124
Million turnover

148
territories

38,600                            
people

706
offices

To find out more about the services  
MHA can offer, please contact

T: 0207 429 4147

mha-uk.co.uk


