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Main methods of tax-efficient giving

� Gift Aid 

� Payroll Giving 

� Share Giving  

� Legacies 



What is Gift Aid? 

For every £1 a UK tax-paying donor gives to
charity that charity can get an extra *25p from Her
Majesty’s Revenue Customs (HMRC)…..

at no extra cost to the donor!

* changed on 6th April 2011



Gift Aid stats 

� during 2010/11…
� over £1.1bn  paid back to charities
� over £300 million claimed by higher rate taxpayers –

unfortunately this no longer applies

� estimated amount left unclaimed runs into hundreds 
of millions each year!



Gift Aid – The Rules

� donor must pay at least as much Income Tax and/or 
Capital Gains Tax as the charity claims back in Gift 
Aid from HMRC

� donor must complete a Gift Aid declaration (paper or 
oral)

� donor ‘thank you’ gifts cannot exceed HMRC’s ‘Donor 
Benefit Rules’



The benefits valuation rule 

25% of donation 
£25
5% 

£0 - £100 
£100 - £1,000
>£1,000
Maximum benefit that 
can be given back in one 
year is £2500

VALUE OF BENEFIT (max)SINGLE DONATION



Ways to make a declaration  

� charity literature 

� online – email/Internet 

� telephone (recorded or written follow-up) 

� written declaration 



The health check  

“I am a UK taxpayer and pay an amount of Income
Tax and/or Capital Gains Tax at least equal to the
tax that can be reclaimed on my donation(s).”





Gift Aid can be claimed on…

� cash
� cheques
� direct debits 
� standing orders 
� credit/debit cards
� postal orders
� and can be made in any currency 

(as long as donor is a UK tax payer)



Gift Aid cannot be claimed on…

� purchase of most goods or services 
� eg Christmas cards and jumble sales 

� raffle and lottery tickets 
� donations already receiving tax relief 

� eg charity vouchers or payroll giving

� in-kind donations 



Audit trail 

Charities need to keep a clear audit trail 
to demonstrate to the HMRC that they have
received the donations they are reclaiming tax on, as
well as having the correct Gift Aid declarations.



Gift Aid – a clear audit trail

� Gift Aid declaration

� correspondence with donor

� bank statements

� donation records (receipts, cash book entry etc)



Main Budget 2011 changes to Gift Aid

� Gift Aid Small Donations Scheme – Will allow charities to 
claim Gift Aid on up to£5000 of small donations without the 
need to submit Gift Aid declaration forms. Charities need to 
have been registered for Gift Aid for 3 years prior to doing this –
from 2013

� Maximum Gift Aid ‘Benefit’ to donor increased from £500 to 
£2500 – from April 2011

� A new and simpler version of online filing for Gift Aid – by 2013



Useful contacts/further help  

Institute of Fundraising 
www.institute-of-fundraising.org.uk
www.tax-effectivegiving.org.uk
Helpline: 0845 458 4586

HMRC
http://www.hmrc.gov.uk/individuals/giving/gift-aid.htm
0845 302 0203

CAF Charity Services
www.cafonline.org/charities
03000 123 400 – Fundraising Support



What is payroll giving?

� a way of giving to charity tax free
� scheme is processed by payroll giving agencies 

(PGA’s) to provide an audit trail and prevent fraud
� CAF (Give As You Earn) is a PGA – and there are 

several others, all listed on HMRC website

“Costs you less to give more”



Tax effective

So, for example, the donor pledges £10, and the cos t is either £8.00, £6.00 
or £5.00 (depending on tax rate) and the charity re ceives £10.00

(PGA’s normally deduct a small admin fee) 

£50.00£25.00£30.00£40.00£50.00

£10.00£5.00£6.00£8.00£10.00

£5.00£2.50£3.00£4.00£5.00

Charity 
Receives

Actual cost
(50%)

Actual cost
(40%)

Actual cost
(20%)

Donor 
pledges



tax
advantage

employer 
matching

An added advantage

� some employers offer 
matching on staff donations

� others will pay the 
administration fee – some do 
both

� good way for employers to 
support staff and is an 
incentive to get staff to join 
the scheme



Employer Quality Mark Awards

Awarded for staff participation rates and ‘employer
support’…

� Bronze – 1% employee participation rate
� Silver – 5% employee participation rate
� Gold – 10% employee participation rate

‘Employer support’ – pay admin fees, match
donations or promoted during past 12 months



What is the potential?

� long-term donors

� approx 750,000 individuals currently giving

� 24 million potential donors are paid via PAYE

� there are over 2 million companies in the UK but…

� only 10,000 are signed up to payroll giving









Share giving 

� several million people in the UK own shares worth 
approximately £200 billion

� £100 million is given in shares each year

� the average share gift is worth £7000

� charities can sell shares or retain for future need



A share donor…

� must be a UK tax payer to receive tax benefits
� receives all the benefit (as with payroll giving) 
� receives Income Tax relief and potentially Capital 

Gains Tax relief too
� should consult a financial adviser

(subject to personal circumstances )



Example – 20% taxpayer

� individual donates shares worth £5000 – can claim 
income tax relief of £1000 (20% of £5000)

� so donation has cost donor £4000, while charity has 
been given shares worth £5000

� donor will not have to pay any Capital Gains Tax 
having given shares to charity

� personal circumstances may change this



Example – 40% taxpayer

� individual donates shares worth £5000 – can claim 
income tax relief of £2000 (40% of £5000)

� so donation has cost donor £3000, while charity has 
been given shares worth £5000

� donor will not have to pay any Capital Gains Tax 
having given shares to charity

� personal circumstances may change this



Example – 50% taxpayer

� individual donates shares worth £5000 – can claim 
income tax relief of £2500 (50% of £5000)

� so donation has cost donor £2500, while charity has 
been given shares worth £5000

� donor will not have to pay any Capital Gains Tax 
having given shares to charity

� personal circumstances may change this



Things to remember

� UK tax payer
� charity’s ethical policy 
� keep accurate records 
� suggest donor seeks independent financial advice
� don’t offer financial advice yourself …unless you 

are qualified to do so



Seeking help

CAF 
03000 123 107  www.cafonline.org/shares

HMRC
0845 302 0203 www.hmrc.gov.uk/shares

APCIMS 
020 7247 7080 www.apcims.co.uk

IFA Promotion 
020 7833 3131  www.ifap.org.uk

ShareGift          
020 7337 0501 www.sharegift.org



Legacies – leaving money to charity in a will 

� also known as a bequest

� inheritance tax relief
� current threshold £325,000 and £650,000 for married couples or 

civil partnerships 
(frozen at this level in 2010 budget until 2014/5)

� current rate is 40% however this rate will be reduc ed (April 
2012) to 36% for estates leaving 10% or more to cha rity

� charitable legacies (bequests) are free of inheritance tax



Legacies – key statistics

• they bring in £1.95bn a year to charities

• pecuniary legacy has average value of £3,500

• residuary legacy has average value of £51,300

� while 75% of the population give during their lifetime, 
only 7% remember a charity in their will

� can be:
� money (pecuniary legacy) 
� specified item of value (eg jewellery, artwork, 

vehicle)



Promoting legacies

� regular/committed givers
� solicitor networks
� special one-off events – promoted in trade 

magazines 
� www.willaid.org.uk
� www.rememberacharity.org.uk



Legacies – smaller budgets

� local contacts

� solicitors and trustees

� articles in local paper

� legacy stories in newsletters

� including legacy request in talks

don’t be in a rush – this will take time!



CAF overview – www.cafonline.org

� CAF Bank
� Investment funds
� Venturesome
� Advisory and consultancy
� Training
� Fundraising Support Services
� Charity account
� Give As You Earn (GAYE)
� Trusts
� Research
� International

� Policy 03000 123 000



Speak to me…

� Panikos Efthimiou

Email: pefthimiou@cafonline.org

Mobile: 07720 405 702


