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WYCAS provides a range of specialist services designed to meet the needs of 
the third sector 

 
One to one support and training 

Preparation of year-end accounts 
Independent examination 

Financial training courses and workshops 
Computerising accounts 

Bookkeeping and management accounts 
Advice and information 

Bespoke consultancy projects 
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Because you have to! 
If your annual income is over £5000 and you have charitable objectives then 
you are legally obliged to apply to the Charity Commission for charitable 
status.  A charity is an organisation established for charitable purposes.  The 
current recognised categories of charitable purposes are: - 

� The prevention or relief of poverty 
� The advancement of education 
� The advancement of religion 
� The advancement of health or saving of lives 
� The advancement of citizenship or community development 
� The advancement of the arts, culture, heritage or science 
� The advancement of amateur sport 
� The advancement of human rights, conflict resolution or reconciliation 

or the promotion of religious or racial harmony or equality and diversity 
� The advancement of environmental protection or improvement 
� The relief of those in need, by reason of youth, age, ill-health, disability, 

financial hardship or other disadvantage 
� The advancement of animal welfare 
� The promotion of the efficiency of the armed forces of the Crown or of 

the police, fire and rescue services or ambulance services 
� Other purposes currently recognised as charitable and any new 

charitable purposes which are similar to another charitable purpose. 
 

The tricky bit is determining whether you have charitable objectives.  You 
might think that you have a charitable purpose but it might not be very clear in 
your governing document (usually your constitution).  Also, it is sometimes the 
case that most of your organisation is charitable but bits of it aren’t.  It is best 
to get advice and help in this process.  At the end of the guide there are 
suggestions on where to look for help.  
 

The benefits of Charitable status  
There are many benefits in obtaining charitable status which are broadly 
summarised below: 
A. Opens up new funding streams  
Some funders, particularly trusts, will only give money to registered charities 
which increases the scope of potential funding sources for registered 
charities.  Charitable status also provides credibility when raising money from 
the public. 
B. Provides a framework for the organisation  
The Charity Commission provides advice on how charities should run and the 
responsibilities and roles of trustees (management committee members).  
This information is provided in the form of booklets, leaflets, audio cassettes 
and CDs.  They also provide an advice line and a web site.  See the last 
section of this guide for details.  There is a framework for the accounts of 
charities - a Statement of Recommended Practice (SORP). 
 
 
 



GPG No 7: Why should your organisation register as a charity? 

 Copyright: WYCAS This Document may be reproduced in whole or in part subject to 
acknowledgement of source 

3

 
C. Corporation Tax and Income Tax 
Charities are generally exempt from corporation tax and income tax (although 
charities might be liable for tax on “trading profits” if they are above a certain 
level).  Corporation tax is liable on income streams that are taxable (for 
example, fee income) for organisations that are not registered charities.  It is 
sometimes possible for unregistered organisations to get an exemption from 
the HMRC. 
D. Value Added Tax 
Charities can save VAT when buying certain goods and services.  There is a 
very significant saving to charities if the goods that they are buying can be 
zero rated (standard rate is 17.5%).  Some areas where this applies are 
shown below: - 

� Advertising – Charities can buy advertising and closely related 
services at zero VAT.  Initially, the scope of this relief was restricted to 
newspaper advertising and to the actual cost of the advertisement.  
The zero-rating has since been extended to include advertisements in 
all media and all preparation work, such as design and artwork.  The 
zero rating applies to all types of advertising by charities, including 
recruitment advertising, attracting new members, pupils or students, 
advertising events, raising awareness or fundraising.   

� Collecting tins and Badges – HMRC introduced a new concession 
from 1st April 2000 to enable charities to buy many forms of collecting 
tins at the zero rate. 

� Construction of New Buildings – The construction of new buildings 
for residential use or relevant charitable use will be zero-rated.  This is 
a complex area and you are advised to get specialist advice when 
looking at VAT relief when constructing a new building. 

� Aids for Disabled People, Disabled Access, Emergency Alarm 
Systems, Hearing Aids, Medical Equipment and Supplies, Talking 
Books for the Blind and Vehicles (in certain circumstances) – 
These are some of the areas where zero rating may apply for charities. 

� Fuel and Power – Charities can pay the reduced rate of 5% on fuel 
and power supplies (same as domestic rate) used for residential or 
charitable purposes.  This can be a significant saving for charities 
especially as the lower rate will mean they are not liable for the Climate 
Charge Levy. 

E. Stamp Duty – Charities are exempt. 
F. Capital Gains Tax – Charities do not pay as long as the gain is used 
for charitable purposes. 
G. Gift Aid – Under Gift Aid charities can recover tax on donations from 
individuals.  Tax relief also applies to covenanted payments. 
H. Rate Relief – A charity pays a maximum of 20% of the non-domestic 
rate of any building it uses wholly or partly for its charitable purpose.  Local 
Authority has the power to waive the 20% so that the charity pays no rates at 
all.  However, the Local Authority will sometimes give this relief to non-
registered charities. 
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Further information 
The Charity Commission – for advice, information and publications etc 
All enquiries Tel: 0845 3000 218 
Address: 4th Floor 
 12 Princes Dock 

Princes Parade 
Liverpool 
L3 1DE 

Website: www.chairty-commission.gov.uk 
   
 
You might also be able to get help in the process of registering from your local 
CVS.     

 
 
 

WYCAS Advice Line: 0113 270 6269 
Website: www.wycas.org.uk 


