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• New proposals to extend the Gift Aid Small Donations Scheme
• More than half of small charities ‘failing to produce adequate accounts’
• Charity Commission report highlights pension deficit worries

Small charities struggle 
while their larger  
counterparts grow
Research shows the income  
of Britain’s biggest charities  
grew in recent years,  
while that of smaller  
charities did not



This bulletin looks at how HMRC has 
opened a consultation on the Gift Aid Small 
Donations Scheme, how small charities 
struggle to produce adequate accounts, and 
why larger charities are growing and leaving 

their smaller counterparts behind. Finally,  
we discover how much of a worry pension 
deficits are to good causes.

We hope you enjoy reading our bulletin and 

that you find it useful. We would welcome 
your ideas for topics that you would like to 
see featured in future issues, so if you would 
like to comment, please call 020 8357 2727 
or email enquiries@rdpnewmans.com.

Welcome to RDP Newmans Charity Bulletin, which brings you news and information on the 
financial issues facing charities.

Welcome

The CFG criticised the consultation for failing 
to include changes to the matching rule.

After changes that took effect at the 
beginning of April, the GASDS, which was 
introduced in 2013, allows charities to claim 
Gift Aid-like relief on up to £8,000 of small 
cash donations each year without paperwork 
for each individual claim.

The matching requirement says that  
charities must claim £1 in Gift Aid for every 
£10 claimed under the scheme.

HMRC held an earlier consultation on 
reforming the GASDS – the consultation 
closed in March and received 197 responses.

In response to that consultation, the 
CFG, along with a number of other 
organisations including the National 
Council for Voluntary Organisations, 
said the matching requirement should 
be scrapped and had    become a 
barrier and a burden for charities .

In response to the consultation, Andrew 
O’Brien, head of policy and engagement at 
the Charity Finance Group, said: “It is good 
that HMRC has decided to take on board 
some of the sector’s concerns... however,  
it is disappointing that the matching rule  
is not up for change at present. 

“Our survey of charities showed that this was  
a barrier for charities claiming the relief and 
HMRC’s own figures show that thousands of 
charities will not be able to take full advantage 
of the relief as the rules currently stand. HMRC 
needs to think bigger if it wants this scheme to 
work effectively.” 

The consultation, which has been published 
online, contains proposals including relaxing 
how long charities have to have claimed gift 
aid before they are eligible for the scheme, 
from two years to one year. The document 
also indicates a willingness to explore 
extending the scheme to contactless payments 
without creating undue complexity or opening 
up any opportunities to abuse the scheme.

The proposals also include amending  
the rules to allow charities or a ‘group’  
of charities to claim either under the main 
GASDS allowance or under the community 
buildings allowance, but not both. It  
would still be the intention that  
charities receiving donations  
in multiple community buildings  
could make multiple claims  
under community buildings  
rules but not in addition to  
the main allowance.

In the foreword Damian Hinds, exchequer 
secretary to the Treasury, said: “The 
government is committed to working with  
the charity sector to ensure that the Gift Aid 
Small Donations Scheme is effective and 
benefits as many charities as possible.”

Responses should be sent by 1 July to 
charitypolicy.taxteam@hmrc.gsi.gov.uk or by 
post to: GASDS Consultation, Room G/45, 
100 Parliament Street, London, SW1A 2BQ.

The team at RDP Newmans have extensive 
experience in working with charities, which 
means that we are able to offer expertise  
in all financial issues affecting this sector, 
including those relating to donations. For 
more information, please contact us.

New proposals to extend the  
Gift Aid Small Donations Scheme
HMRC has opened a consultation on the Gift Aid Small Donations Scheme – but the Charity 
Finance Group (CFG) has said it “needs to think bigger”. 



Small charities struggling while their larger 
counterparts grow, new figures show

The income of Britain’s biggest charities grew between 2012-13 and 2013-14, while that of 
smaller and medium-sized charities declined or stayed the same, new research has found.

The latest edition of the National Council  
for Voluntary Organisations’ (NCVO’s) 
annual research, the UK Civil Society 
Almanac, revealed that charities with an 
income of between £1m and £100m saw 
income increase by 3.7 per cent.

But charities with an income between 
£100,000 and £1m saw income fall by 0.7 per 
cent. Those with an income between £10,000 
and £100,000 saw a drop of 1.7 per cent. 

The figures continue a long-term trend, 
marking the largest income increase for 
larger charities to date, at £43.8bn for the 
year 2013/2014. 

Sir Stuart Etherington, chief 
executive of NCVO, called for “more 
to be done to ensure that smaller, 
specialist charities can bring their 
expertise to public services”. 

“Charities of all sizes make an immense 

difference to our society and out world every 
day. We should be please that some of Britain’s 
most well-known and influential charities are 
continuing to grow and thrive,” he said. 

“However, while we should remember that 
each charity’s circumstances will differ, these 
figures do underline our concern that small 
and medium-sized charities are struggling  
in particular at the moment.”

Becca Bunce, policy and public affairs 
manager at the Small Charities Coalition, 
said: “We are increasingly hearing from  
our members that fears about funding  
are keeping them up at night.

“Despite making up 97 per cent of the sector, 
small charities are disproportionately being 
hit by funding cuts, complex commissioning 
practices and changes to fundraising 
regulations.”

Individuals were the largest source  
of income for the charity sector through 

donations, legacy giving, fees for services 
and fundraising. In 2013-14, individuals  
gave £19.4bn to charities.

Income from government grants and service 
contracts contributed £15bn (34 per cent)  
to the sector’s total income. This is a slight 
increase (3.5 per cent) since 2012-13, but  
is still lower than a peak in 2008-09. Larger 
charities also fared better than smaller ones 
here – government funding made up 18.2 
per cent of small and micro charities’ (less 
than £100,000) income, whereas it made  
up 41.5 per cent of the income of major 
charities (£10m-100m income).

The research was compiled from a sample 
of 7,500 charity accounts submitted to the 
Charity Commission.

At RDP Newmans, we are here to  
support charities in their efforts and have 
considerable experience in the sector. For 
details about the ways we can help, please 
contact us.

In three reports examining the quality  
of annual reports and accounts for small 
charities with incomes of up to £25,000,  
and larger charities with annual incomes of 
more than £25,000, the commission says it 
found numerous deficiencies in accounting  
by small charities.

One in five small charities sent some form 
other than that required by the commission 
and one in six did not send any form of  
report at all, the reports say.

In addition, several small charities only  
sent their annual report and accounts  
after the Commission had provided further 
explanation of the requirements to them.

In contrast to the problems identified with 

smaller charities, the larger charities report 
shows their accounts are improving, with more 
than 73 per cent of charities producing sets of 
accounts that met a minimum basic standard 
in 2013-14, up from just over half in 2011-12.

Nigel Davies, head of accountancy  
services at the Charity Commission, said: 
“The quality of small charity accounts is  
not as good as we would like. 

“The annual report and accounts is an 
opportunity for the trustees to demonstrate 
to the charity’s supporters, potential funders 
and the public that they have managed its 
resources effectively and are meeting its 
objectives. Trustees need to tell their 
charity’s story well to maintain donor  
and public confidence.”

The regulator’s report said it was 
“disappointed that the results suggest  
that the quality of small charity accounting  
is not improving over time.” 

The research was conducted using a 
random sample of 108 small charities  
with an income of less than £25,000 who 
received a request for a set of the previous 
year’s accounts. Small charities account  
for only one per cent of the sector’s income 
but represent more than 60 per cent of  
the charities on the register.

At RDP Newmans we can help the  
charity and voluntary sector to ensure  
their accounts are filed on time and are  
fully compliant. For more information about 
how we can help, please contact us.

More than half of small charities  
‘failing to produce adequate accounts’

Small charities may be unaware of their reporting obligations with more than half of 
their annual reports and accounts failing to be up to standard, research from the Charity 
Commission shows.



According to the report by the Charity 
Commission, the total pension scheme 
deficit across the 97 charities they surveyed 
was £617.4m. This represents 16 per cent of 
the charities’ combined annual income and  
4 per cent of their total unrestricted funds. 

£320.2m of the total deficit was contained 
within three charities. 

The Commission warned that  
if charities cannot close this gap 
between their obligations and their 
assets, the threat to their long-term 
financial sustainability is severe. 

It added that while deficits present a serious 
risk to the financial viability of a charity, many 
charity boards seem unaware they exist.

The report says: “The SORP requires charities 
to include a review of their financial position 
within their annual reports. However, only 31 of 
the charities explained the financial implications 
of their deficits and how they planned to deal 
with them in their annual reports. 

“We recognise that the trustees of  
charities with relatively small deficits may 
have decided that this was not a significant 
financial risk and did not merit inclusion  
in the annual report. However, others with 
significant deficits missed the opportunity  
to demonstrate to donors and beneficiaries 
that they were tackling the problem 
appropriately.”

It went on: “Pension scheme deficits have 
become a significant issue for employers  
in recent years. 

“This is because scheme assets have fallen 
in value at the same time as liabilities have 
risen, as a result of increased longevity and 
lower investment returns and values.”

Anjelica Finnegan, senior policy and  
public affairs officer at Charity Finance 
Group (CFG), said the rules leave many 
organisations with an impossible choice 
between remaining open and accruing 
unaffordable debt, or closing down.  
She added: “Pensions policy just  
doesn’t work for charities.” 

CFG has been lobbying the government to 
get legislation amended. The Department for 
Work and Pensions (DWP) responded by 
setting up a consultation, but is yet to take 
concrete steps towards a solution.

A separate report by the National Council  
for Voluntary Organisations (NCVO) found 
that for the last two years the sector’s net 
pension deficit has increased slightly  
from £1.6 billion to £1.7 billion.

At RDP Newmans,  
we provide a range of  
services to help you with  
your finances.

FOR MORE INFORMATION ON THE SERVICES WE OFFER PLEASE CALL 020 8357 2727

Our services:
• Preparation of accounts and financial statements
• Audit
• VAT advice
• Tax advice, including gift aid issues
• Advising on trading and commercial activities
• Compliance with Charity Commission and OSCR requirements
• Registration of new charities

www.rdpnewmans.com  •  enquiries@rdpnewmans.com

Southend-on-Sea Office: 
457 Southchurch Road,  
Southend-on-Sea, Essex, SS1 2PH

Telephone: 01702 466 886

Harrow Office: 
Lynwood House, 373/375 Station Road,  
Harrow, Middlesex, HA1 2AW

Telephone: 020 8357 2727

London Office: 
2 Bath Place, Rivington Street,  
London, EC2A 3DR

Telephone: 020 7749 1931

DISCLAIMER: The matters discussed in this bulletin are by necessity brief and comprise 
summations and introductions to the subject referred to. The content of this bulletin should 
not be considered by any reader to comprise full proper legal advice and should not be 
relied upon. RDP Newmans is the trading name of RDP Newmans LLP. Registered to 
carry on audit work in the UK and Ireland, and regulated for a range of investment business 
activities by The Institute of Chartered Accountants in England and Wales.

Charity Commission report 
highlights pension deficit worries
A new report has highlighted the scale of the pension deficit problems for charities, saying 
many smaller organisations are finding there is simply not enough cash to put aside to  
meet the cost of employees’ promised pension payments.


