
 

 

Budgeting and Finance 

Diversifying your income 

Factsheet 6—updated May 2020 

Introduction 

Income and Funds 

The key to the long term financial health of any charity or voluntary 

group is to avoid relying on single sources of income and controlling 

how your money is used. 

Your organisation should develop different sources of income with an 

important emphasis placed community fundraising activities. Even if the 

amount of money raised from community fundraising activities is small 

the activity demonstrates: 

• Community support and involvement in your group 

• A willingness to “make thing happen” yourself without waiting for 

benefactors or grants 

The best way to ensure your group can generate income is to agree a 

funding plan. A plan should state 

• Why you are seeking to raise funds is there a particular need or 

appeal or a planned event or activity? 

• How much income and expenditure is needed and for what 

purpose? 

• How you hope to raise this income? 

To deliver on your plan you should 

• Appoint a Trustee or director with responsibility for leading the effort 

• Make a SMART action plan and ensure regular reports to the board 

on your progress—Specific Measurable Achievable Realistic Timed 

 

 

 

 

This factsheet 
will help you 
understand how 
to protect your 
future by 
attracting 
different types 
of funding. 

You may also 
wish to read: 

 

Getting Started 

Budgeting and 
Finance 

 

http://www.communityassetservices.co.uk/
http://www.communityassetservices.co.uk/
https://communityassetservices.co.uk/wp-content/uploads/2020/06/Factsheet-1-Getting-started.pdf
https://communityassetservices.co.uk/wp-content/uploads/2020/06/Factsheet-3-Budgeting-and-finance.pdf
https://communityassetservices.co.uk/wp-content/uploads/2020/06/Factsheet-3-Budgeting-and-finance.pdf


 

 

Budgeting and Finance 

Staying afloat 

Charities and social enterprises have different rules on how money should be managed 

and how it can be earned 

Charitable Groups 

As non-profiting making organisations charities receive taxand business rates relief that social 

enterprises do not. Charities can make an income from delivering charitable services but cannot 

exclude members of the public by setting unreasonable charges for these services. In a 

registered charity  

• All donations are tax free if the money is used for charitable benefits 

• All donations or grants must be used for the purpose they were given 

• Gift Aid can be claimed on donations from UK tax payers 

• Any donated goods can be sold tax free 

• You are able raise funds by organising fund raising events in one year this is 

• 15 events in one area with a turnover of more than £1,000 

• multiple small events as long as turnover is less than £1,000 per week 

• Primary Purpose Income is any income that arises out of the charity’s deliveryof public benefit 

and is tax free 

Ancillary Income is income from activities which help deliver public benefitand is tax free 

• You are allowed a small non-charitable trading allowance currently 

• £5,000 if your turnover is less than £20,000 

• 25% of your turnover if turnover is between £20,000 and £200,000 

• £50,000 if your turnover is over £200,000 

• You can hold a lottery without a licence if it is part of a fundraising activity and there are no 

cash prizes and the prize pot is less than £500 

Fundraising is allowed if the governing documents permit it. As a charity you must 

• Check there are no restrictions on trade in any lease or rental or deeds; 

• Have planning permission for the activity if it is required 

http://www.communityassetservices.co.uk/
http://www.communityassetservices.co.uk/


 

 

Budgeting and Finance 

Staying afloat 

• Respect any local bylaws restricting activities such as car boot sales 

• Not establish a permanent trade (sale of donated goods is not a trade) 

• Ensure the safety of those taking part 

Social Enterprises and Not for Profit Community Groups 

Social Enterprises and non-charitable community groups operate as a private business for tax 

and income purposes. This means there are no restrictions on activities and trade except those 

found within your governing documents. 

When you deliver services or goods you must 

• Ensure you have the right qualifications and skills needed for the activity 

• Insure the activity and your organisation 

• Check there are no restrictions on trade in any lease or rental or deeds; 

• Have planning permission for the activity if it is required 

• Respect any local bylaws restricting activities such as car boot sales 

If your social enterprise is not incorporated you will be treated as a partnership or self-employed 

sole traders for tax purposes. You will be required to use selfassessment to calculate the income 

tax and national insurance contributions for any profits you have taken out of the business. Many 

unincorporated associations are also liable for corporation tax on income and you must seek 

advice and register with HM Revenue and Customs (HMRC)for this purpose. 

Funding Applications for Grants 

Grants remain an important source of funding for many community groups. Competition for 

funding is always high and there are always many more applications for funding than pots of 

money available. It is important to understand the funders requirements exclusions and if they 

have the funds available. 

• Some funders will not fund share based Community Interest Companies or for profit community 

groups. 

• Most funding trusts are charities. Charities which provide funds have specific objectives and can 

only fund within these objectives. Any applications you make outside of these objectives will not 

be funded. 

http://www.communityassetservices.co.uk/
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Staying afloat 

Most funders have websites with useful and important guidance. These websites will also tell you 

if they are happy to discuss your project and funding application. If they are call them and find out 

if they would be interested in funding your idea. 

The questions funders always ask 

You will face competition in securing charity trust’s funds. To get funded your application not has 

to stand out from other applications. You can improve your chances to secure funding if you 

answer these questions in your applications: 

• How do you know there is a need for this project? 

• How do you know this project is the best response to the need? 

• Why is your organisation the best one to deliver this project? 

• What change(s) do you want to make? 

  How do you know when you have made that change? 

  How will you monitor the project and ensure you achieve change? 

  How will you involve the community in making change? 

• What activities will you need to do to achieve this change, with whom, how and where? 

• How much will it cost – is the budget enough to deliver the project? 

• Are you financially viable and responsible, how do you manage finance – have you managed 

this amount before? 

• Does this project meet your group’s objectives? 

• What happens when the project ends? 

http://www.communityassetservices.co.uk/
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