What voluntary and community organisations need to know about...
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The Charities Act 2006
For information purposes only. Not to be used as a substitute for appropriate legal and/or specialist advice.

Introduction

Charitable purposes

The new Charities Act is a
radical revision of charity law,
with all organisations now
required to demonstrate that
they have ‘charitable purposes’
and that they provide a public
benefit in order to be defined
as a charity legally.

In order to be a charity, an organisation must have purposes that fall
within the following 13 charitable purposes:

The Act creates a legal
framework that meets the
needs of today’s voluntary
and community sector, and the
need for public accountability.
It defines a charity as a ‘body
of trust which is for a charitable
purpose that provides benefit
to the public’.
The Charity Commission has
the power to make decisions
about charitable registration.
Generally only charities with
an annual income above £5,000
are required to register with
the Commission.

• The prevention or relief of poverty.
• The advancement of education.
• The advancement of religion.
• The advancement of health or the saving of lives.
• The advancement of citizenship or community development.
• The advancement of 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 efficiency of the police, fire and rescue services or
ambulance services.
• Other purposes that are currently recognised as charitable or are
in the spirit of any purposes currently recognised as charitable.

Public benefit

For further information

www.charity-commission.
gov.uk

Organisations with charitable purposes as identified above also have to be
able to demonstrate they provide a public benefit.
From April 2009 charity trustees must include in their annual report
an explanation of how the charity has met the public benefit test.
The Charity Commission website has examples of how
to demonstrate public benefit.
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Accounting

Other points to note

The income threshold for requiring a full audit remains £500,000 or,
if the charity has total assets of more than £3.26 million, the income
threshold is now £250,000.

Community amateur sports clubs
Organisations registered with
HM Revenue and Customs (HMRC) as
community amateur sports clubs (CASCs)
are no longer charitable even if their
objects are charitable. CASCs have some,
but not all, of charities’ tax advantages.

Unincorporated charities
The threshold for unincorporated charities having to prepare accrual
accounts rather than receipts and payments accounts is now £250,000.
Unincorporated charities with annual income under £25,000 no longer
need an independent examination or audit, unless required by their
governing document or funders, and no longer need to submit annual
accounts and reports to the Charity Commission unless requested
to do so.
Charitable companies
All charitable companies must prepare accruals accounts. The
thresholds for independent examination and audit of companies that
qualify under company law as small companies are the same as for
unincorporated charities. The audit of medium or large companies is
done under charity law.

Notes
Further changes are expected later
in 2010.
The definition of professional fundraiser
excludes someone not running a
fundraising business if he/she receives
£1,000 or less by way of remuneration
per collection or event, or £10 per day or
£1,000 per year or less.
The six-year donation threshold for a
person or business being defined as a
substantial donor is now £150,000.

Gift aid
The revised HMRC gift aid declaration should be used for new gift aid
declarations.
Transitional gift aid relief has to be claimed within two years of the end
of the tax year to which it applies.

June 2010

As of April 2010, the time limit for backdating gift aid claims
(not transitional relief) has been reduced from six to four years.

Local development & support agencies
www.mvda.info
www.rcvda.org.uk
www.srcga.co.uk
www.teesvalleyrcc.org.uk

