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Charities and other not-for-profit organisations are generally subject to the same 
VAT rules as any other organisation. There are, however, a number of VAT reliefs 
and exemptions available specifically for charities (subject to certain conditions 
and restrictions). 
 

Are you a registered charity? 
It is important to note that only registered charities are entitled to charity VAT reliefs.  
Not all non-profit making organisations are registered charities, though there are 
some VAT reliefs and exemptions available for certain types of not-for-profit 
organisations, subject to the HM Revenue & Customs department. 
 

Is my charity exempt from paying VAT? 
There is no blanket exemption for charities from VAT. Like other organisations, you 
will be charged VAT on many of your purchases and if you provide goods and 
services in return for payment, you may be required to register for VAT. However, 
there are some VAT reliefs on certain goods and services which you might purchase 
and on some income, such as certain fundraising events. There are also some 
specific VAT reliefs for goods bought for people with disabilities. 
 

So do I need to register for VAT?  

As a charity your income might come from a number of sources. It might be from 
non-business activities (for example, when you receive a purely voluntary 
donation, usually in the form of cash) or business activities (for example, when 
you supply goods or services to someone in exchange for payment) or a mixture 
of both. If you do have business activities, these may be taxable.  
 
As a charity, you must register for VAT with HM Revenue and Customs (HMRC) if 
your VAT taxable turnover is more than £85,000 (current level at April 2017). You 
can choose to register if it’s below this, for example to reclaim VAT on your 
supplies. If you’re registered for VAT you must send a return every 3 months. 
 

How do I know if it is taxable? 
There are five different types of supplies and three of these are taxable: 

1. Taxable - Zero rated (0%) – including the sale of donated goods 

2. Taxable - Reduced rate (5%) – including gas and electricity that are used for non-business 
activities (for charities) 

3. Taxable - Standard rated (20%) – including training and consultancy services 
 

Charities and VAT 

http://customs.hmrc.gov.uk/channelsPortalWebApp/channelsPortalWebApp.portal?_nfpb=true&_pageLabel=pageVAT_Home
http://www.hmrc.gov.uk/charities/fund-raising-events.htm
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4. Exempt (business supply but not considered as ‘taxable’) – 
including welfare services provided for older people other than 
for a profit 

5. Outside the scope of VAT (‘non-business’ activities) – 
including grants, legacies and donations 

 

Once you are VAT registered you have to charge VAT at the 
relevant rate on your taxable supplies, ie things you sell that fall 
into categories 1, 2 and 3 above. However, VAT can usually be 
reclaimed where it directly relates to your taxable supplies (the 
activities on which you charge VAT).   
 

For instance, if you are making and selling tables, you might be 
able to reclaim the VAT that you have paid on the wood used to 
make the tables. Because you will be charging VAT on your new 
finished product (your table), the tax is passed on to the consumer 
and it means that VAT is only paid once throughout the process of 
creating and selling your product. 
 

You cannot reclaim VAT on any purchases, which relate to your 
non-business activities, such as grant-funded activities.   
 

If your turnover from taxable supplies is below the registration threshold, you can still apply to 
register for VAT voluntarily (and charge VAT on your goods and services). If you are thinking about 
voluntary registration you need to consider whether you will be able to claim back sufficient VAT to 
justify: 
 

 Increased costs for your goods or services to those who may not be able to 
reclaim it (charging VAT on a training course you deliver for instance, would 
put the costs up for your clients) 

 Increased administration and accounting costs 

 Penalties and surcharges if you get it wrong 
 

If you are primarily grant funded it is unlikely that voluntary registration will be beneficial. Where your 
funding is a mixture of fees, grants and contracts, the balance is more complicated. You should 
monitor your taxable income to see if it crosses the threshold for registration, and think carefully 
about registering voluntarily if you do not need to. If you have no business activities or your only 
business activities are exempt from VAT, you can't register for VAT.  
 
 
 
 

 
For any further information, guidance and support, please contact Bolton CVS on 01204 546010 

HM Revenue & Customs provides guidance on VAT for charities and not-for-profit organisations. 
They also offer advice on any other tax issues that affect charitable organisations.  Helpline is 0300 
200 3700 or visit https://www.gov.uk/government/organisations/hm-revenue-customs 
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