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Gift Aid –

An Overview

Gift aid is tax relief on money donated to UK charities. 

We treat donations as if the donor had already deducted basic rate tax from them. The charity can then reclaim this tax to increase the value of a donation.

Gift aid rules

Donors must

· pay enough UK income tax and/or capital gains tax themselves to cover the amount of tax the charity will reclaim 

· give the charity a gift aid declaration, which should include 


*  their name
*  their home address
*  the charity’s name
*  details of the donation – saying that it is a gift aid donation
*  confirmation that they have paid UK tax – to cover the tax the charity will reclaim 

A declaration can be made to cover individual donations,a series of donations, can cover donations made during a specified period or to cover all future donations. They can also be backdated for up to 6 years prior to the date of the declaration provided the donation was made since 6 April 2000. 

Tax relief 

If a customer pays the

· basic rate of tax, they cannot claim further tax relief on the payments 

· higher rate of tax, they can claim higher rate relief on the payments by entering the donations in the gift aid box on their self assessment tax return. Customer's who receive a form P810 can declare their gift aid payments on it. 

Key requirements of the Gift Aid Scheme

· Gift Aid only applies to donations of money. 

· Gift Aid donations from individuals must be supported by a valid ‘Gift Aid declaration’. 

· You can give donors modest tokens of appreciation (called ‘benefits’) in order to acknowledge a gift but there are strict limits on their value. 

· Your charity must keep adequate records to support any claims for Gift Aid repayments and of any benefits provided to donors. 

· Donations and/or tax repayments received through the Gift Aid scheme must only be used for charitable purposes. 

· Donations that give a right of admission to view a charity’s property and some other particular types of donation must follow special rules to qualify for Gift Aid. 

Follow the links to find out more. 

· Qualifying Gift Aid donations 

· Special rules for certain types of donation 

· Gift Aid declaration requirement 

· Benefits in return for donations - the rules 

· Gift Aid record keeping requirements 

· Gift Aid - avoiding common errors
Giving money through Gift Aid

How Gift Aid works 

If you pay UK tax on your income or gains (eg through PAYE, by Self Assessment (SA) or at source on your bank/building society interest) and then make a Gift Aid donation, UK charities can claim back basic rate tax relating to that donation directly from HM Revenue & Customs (HMRC).

As a result any gift you make, as a Gift Aid donation, is worth more to the charity than the amount you actually pay.

Example

· If you pay tax at the basic rate of 20%, you actually have to earn £12.50 to receive £10 in your pay packet. (£12.50 x 20% = £2.50 tax). 

· Because charities can reclaim that basic rate tax a Gift Aid donation of £10 it is worth £12.50 to your chosen charity. 

For Gift Aid donations made from 6 April 2008 to 5 April 2011, HMRC will also be operating transitional provisions, paying the charity a Government supplement of 3p on every £1 donated. This means that your £1 Gift Aid donation is worth a total of £1.28 to the charity. 

Find out more about transitional relief.
Special rules also mean that if you and your family visit certain charity properties you can choose to make a Gift Aid donation rather than pay the normal admission price. For Gift Aid to apply on your donation you must choose to pay either 10 per cent more than the usual cost of day admission or make a donation that gives you an annual right of admission. 

Contents

· What is the transitional relief? 

· Does my charity have to claim the transitional relief? 

· What should we claim then? 

· What will my charity receive? 

· When will my charity receive the transitional relief? 

· What should the Gift Aid Declaration state? 

· What about Higher Rate donors? 

· Does this affect Payroll Giving? 
Advantages of Gift Aid for you

· Your gift is worth more to the charity without you paying any more. 

· If you are 65 or older, your gross Gift Aid donations are deducted from your taxable income when calculating age related allowances, this may increase your age related allowances. 

· You can include Gift Aid donations on your Tax Credit application; because the donations reduce your taxable income you may be awarded more tax credits. 

· If you pay higher rate tax you can claim back the difference between the basic rate of tax and the higher rate on all gross Gift Aid donations made each tax year. 

Example

If you gift £10 to charity you effectively make a gross gift of £12.50 (£10 given plus the tax already paid and claimed by the charity).

But, if you pay tax at the higher rate (40%) you can also claim the difference between the tax at higher rate and basic rate on your gross gift.

ie (40% – 20%) = 20% x £12.50 = £2.50

Gift Aid restrictions

· You can’t use Gift Aid for payments made to a charity in return for goods or services (eg concert tickets, books etc). Gift Aid only applies to donations of money. 

· As a thank you for your gift a charity may offer you a something in return (eg a pen or a teddy). If the value of such benefits is above certain limits it may mean that your donation doesn’t qualify for Gift Aid. 

How to make a Gift Aid donation

In order for your gift to qualify as a Gift Aid donation you must make a declaration to the charity that: 

· you want your gift treated as a Gift Aid donation 

· you have paid sufficient UK tax for the year your donation is made to cover the basic rate tax the charity will reclaim 

Your declaration must include your full name and home address (or at very least your postcode and house number).

Your chosen charity can usually supply you with a form on which to make this declaration, or they may read you a statement and ask you to confirm the details that they are recording on your behalf. (eg in a telephone appeal).

You’ll need to make a separate declaration for each charity but one declaration can usually cover all gifts you make to that charity now and in the future. 

Record keeping

You should keep a record of the total amount of your Gift Aid donations for each tax year (a tax year runs from 6 April to 5 April).

Reporting and claiming 

· If you complete a Tax Credit application make sure you include the value of Gift Aid donations. 

· If you pay higher rate tax and complete a Self Assessment Return make sure you include the gross total of all Gift Aid donations - this is how you claim the higher rate relief. 

· If you pay higher rate tax you can elect to have any higher rate tax relief due carried back to the previous year of assessment. The election can be made for any or all Gift Aid payments made between the end of the tax year and the following 31 January (as long as your return has not already been sent in). 

· If you pay higher rate tax but don't complete a Self Assessment Return you can claim the additional relief by writing to your tax office giving details of your total Gift Aid donations. 

Queries

If you have any queries about Gift Aid you can contact our Charity helpline on 0845 3020203 (option 3), which is open from 8.30am to 5.00pm, Monday to Friday.

Umbrella Charities 

The consultation uncovered a scheme operated through local infrastructure organisations such as Council for Voluntary Service (CVS). This scheme allows local community and voluntary groups established with a charitable purpose for public benefit to access the benefit of Gift Aid on donations from supporters, when the donations are directed through local umbrella organisations that are registered charities.  The Government supports this scheme, which helps Gift Aid to reach local charitable fundraising activities. 

The Government has published guidance on how to operate such a scheme. This can be accessed through the Gift Aid Gateway [external website].
· Gift Aid: Umbrella Charities factsheet [PDF, 60KB, 4 pages ]
Reclaiming tax on Gift Aid and other income

If you are a UK charity or a registered Community Amateur Sports Clubs (CASCs) you can claim back basic rate tax relating to Gift Aid donations from individuals, from HMRC Charities. 

In practice this means that for every £1.00 donated through Gift Aid you can claim back 25p. 

In addition HMRC will automatically pay you a further 3p for every £1 Gift Aid donation made to you between 6 April 2008 and 5 April 2011; this transitional relief has been provided by Government to allow charities to adjust to the fall in basic rate 

tax (from 22 per cent to 20 per cent) from 6 April 2008. This means that for every pound donated under the Gift Aid scheme the charity will continue to receive 28p. 

You can also claim back tax on other income received if UK tax has been deducted before you receive it.

To make a claim your charity first needs to register with HMRC Charities. We will issue a reference number for you to use when making claims. If you are a Community Amateur Sports Club (CASC) the reference number given to you when your CASC status was confirmed should be used when making repayment claims.

You can make claims at any time during the year. You can also claim for earlier years, subject to certain time limits. 
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