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	Tax Effective Giving for Voluntary Organisations

	According to research (Charities Aid Foundation) it is estimated that voluntary organisations miss out on an enormous £700 million a year because voluntary organisations don’t utilise tax effective giving properly.  

Tax effective giving affects individuals and companies.  Try and use tax effective giving whenever and wherever you can!  Neither you, nor your donor lose out - you just have to have a few simple systems in place!

There are 6 types of tax effective giving, 4 of which are explained here:
· Gift Aid

· Payroll Giving (PAYE)

· Share Giving

· Legacies

· Company Giving – see information sheet No. 5

GIFT AID.  Gift Aid simply means that for every £1 donated by an individual, you can reclaim basic tax on your gift from Her Majesty’s Revenue and Customs currently 20%.  You can claim gift aid on any monies received via cash, direct debit, debit card, cheque, credit card, postal order, standing order or telegraph in £ sterling or foreign currency.
You can Gift Aid
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· Most forms of sponsorship 

· Envelope appeals 
· House to house collections

· Some membership fees*
· Direct Debits

· Standing Orders

You cannot Gift Aid

· Payments in return for services, goods or rights

· School fees/child care fees

· Raffle, lottery tickets, admission/entrance costs
· Buying books, jumble sale items, food etc
· Minimum donations (where there is no coice about payment)

· Gifts that come with a conditional repayment

· Gifts made using “charity vouchers” or “charity cheques”

· Donations in the form of a waiver or debt conversion.

* there are restrictions on donor benefit rules – seek advice from GVOC or HMRC first
All you need is 2 things:-

· a written or verbal declaration from your donor and 
· to register for gift aid at Her Majesty’s Revenue and Customs – HMRC (previously Inland Revenue)

A declaration is imperative and can be made via face to face, over the telephone, by post, fax, internet, text, paper, e-mail or mobile.
The minimum information required on a written declaration is:

· Donors FULL name, including title and initials

· Donors FULL home address, including postcode – NOT WORK
· Charities legal name

· Permission from donor to gift aid donation or all donations  (could be tick box)

· A note stating donor must have paid enough Income Tax and/or Capital Gains Tax during that financial year equal to amount of tax the charity will reclaim on their donation(s) (could be tick box)

· Signature

The minimum information required for a verbal declaration is:

· Same as written declaration which organisation must retain and

· Person taking phone declaration MUST make donor aware of gift aid statement and that all donors must have paid enough income tax over year to cover reclamation of the gift.
· You must send the donor written confirmation of their declaration.  A verbal declaration is not effective until you send this written confirmation.

To register for gift aid you must:

· Have a tax reference - If you don't have one simply write to HMRC Charities Office asking for this  – see back page for address.

· Have copies of two separate forms.  The R68 records the total amount of tax you want to reclaim and the R68 is a simple tabular form which records donor's name and amount donated.

Registering for Gift Aid is quick, easy, efficient, free, accessible, flexible and long standing, you can reclaim the tax every month, quarter, bi-annually, annually or whenever is appropriate – usually in excess of £100 but not necessarily. When making your first claim it could take up to 8 weeks to process, longer if there are any administration queries.

You can gift aid all future donations, the current donation or all previous donations - as long as this is made clear on the declaration form, possibly a tick box.

INCENTIVES FOR USING GIFT AID

· Donor can immediately see the increase in value of donation

· It's free to donor and charity

· It's simple, quick and easy

· You don't have to be a "tax expert" to work it or understand it

· Gift Aid is suitable for small and large organisations

· There is no minimum or maximum amount of donation that can be Gift Aided

· The Gift Aid can be backdated from 6 April 2003.  (Current year plus previous 6 years) as long as you have a clear audit trail – seek advice, from list below, if unsure

· All UK tax payers are eligible to donate

· A donors gift or donation is worth 28p in each £, MORE to the charity at no cost to the donor

· You can design your own Gift Aid declarations to suit you and your donors

· Declarations don't have to be renewed

· Gift Aid is very easy to manage once set up

· Can be paid by cheque or BACS

PAYROLL GIVING – Pay as you earn (PAYE)  

This is a quick, easy and effective way for employees and employers to donate to their chosen charity or voluntary organisation through their pay.  Employers recognise that showing and proving to employees the company has a “conscience, social and corporate responsibility” and there are significant benefits.  For example staff retention, improved morale and increased productivity to name a few.  Payroll giving is an easy, tax effective way to give to charity so it costs employee less to give more.  Some employers even match employees donation and pay admin. fee.

In 2008 over £109m was distributed to the voluntary sector through payroll giving (IOFM 2008).  This type of giving MUST be done through a payroll giving agency (PGA) to prevent money laundering.  There are a number of PGA’s and fees vary, some are free.  Visit www hmrc.gov.uk or www.caf.org.uk for a full list of agencies.
The only thing the employer has to do is:-

· complete 2 copies of a contract and registration form

· send forms to Payroll Giving Agency (PGA)

· keep records for 6 years.  This is the PGA contract, employee authorisation, PGA receipts and employee deduction records

The only thing a donor/employee has to do is

· complete a form specifying their chosen charity

The donation is then taken from their next pay packet.  The employee has full control over how much to donate, who to and when to start and stop.

INCENTIVES FOR USING PAYROLL GIVING

· unrestricted, long standing, regular and reliable income stream

· payroll giving can be the first step in building a long lasting and lucrative relationship with the company and may lead to other types of support

· low administration costs

· employers can match employee donations

· charity always has the chance to “sign up” new employees

SHARES, STOCKS AND INVESTMENTS – PAPER OR ELECTRONIC FORM

You can give shares, stocks or other investments to charity.  Gifts of this kind are exempt from Capital Gains tax.  The donor should probably consult a financial adviser before donating shares.  Charities should consider introducing/consulting their ethical policy before accepting any donations, shares, stocks or investments.
Process for Paper Shares

· individual has share certificate

· completes stock transfer form

· sends both to broker

· broker informs company register

· new share certificate given to charity

Process for Electronic Shares

· individual doesn’t have share certificate but nominee account

· individual withdraws shares from nominee account

· individual then receives a share certificate and follows same process as paper shares.

For a list of registered brokers call APCIMS on 0207 247 7080 www.apcims.co.uk

For a list of financial advisers call IFA Promotion on 0207 833 3131 www.ifap.org.uk
LEGACIES
Leaving a gift to charity in a will is an amazing way for your donors to show their generosity beyond their lifetime.  Any money left to a charity via a legacy is exempt from inheritance tax.  The donor must make a will stating your charity to benefit.  Organisations such as Charities Aid Foundations can help both the charity and donor manage the donation. Visit www.cafonline.org.uk.  Using CAF legacy service a donor can change their chosen charity easily.
UNDER NO CIRCUMSTANCES SHOULD YOU GIVE FINANCIAL ADVICE TO ANY INDIVIDUAL OR ORGANISATION UNLESS YOU ARE QUALIFIED TO DO SO.

For further help, support, information or advice on any tax effective giving issue, please contact GVOC staff or any of the below:-

Institute of Fundraising

Her Majesty’s Revenue and Customs Charities Office

Charities Aid Foundation

Advice Line

0845 458 4586

www/institute-of-fundraising.org.uk

St John's House

Merton Road

Bootle

Merseyside

L69 9BB

Tel:  0845 3020203

www.hmrc.gov.uk/charities
CAF

25 Kings Hill Avenue

Kings Hill

West Malling

Kent

ME19 4TA

Tel:  01732 520019
www.cafonline.org.uk/charityservices

www.allaboutgiving.org/shares

Gives information/leaflets/materials to copy/use/download.

Gives advice over telephone, offers forms to copy, information leaflets and CD.

Can send/download copies leaflets offers support, guidance on ALL tax effective giving.

SPECIMEN SPONSOR FORM

(organisations name) GATESHEAD VOLUNTARY ORGANISATIONS COUNCIL – (Logo)

(charity number)  Registered Charity Number 510764

(event) SPONSORED TEN MILE COASTAL WALK

(explanation of gift aid)  Gift Aid*  If your sponsors are UK tax payers we can claim back an extra 28p on every £1 they give, provided they pay an amount of income tax or capital gains tax in the current year equal to the tax we reclaim on their donation.

Date

Initial

Surname

Address

Post Code

Amount Pledged

Please reclaim tax on my gift*

(
Signed

For further information

Contact GVOC between 8.45 am and 4.45 pm - Monday to Friday

Telephone: 0191 478 4103    Fax:  0870 705 8702   
E-mail:  enquiries@gvoc.org.uk     Internet:  www.gvoc.org.uk

Registered charity number 1137389
A Company Limited by Guarantee Registered in England & Wales
Company Registration Number 7302622
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