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[bookmark: _Toc38448322]Executive Summary. 
The intended purpose of this report is to look into Gift Aid and its benefits as well as its drawbacks for its donors and its charities. After carrying out thorough research on all aspects of Gift Aid, it is clear that there are much more benefits than there is negatives on the topic.  
[bookmark: _Toc38448323]Introduction.
Gift Aid is a scheme which allows charities which are registered to be able to reclaim tax on a donation which has been made by a UK tax payer, which ultimately increases the amount of the donation. This means that charities are able to claim back 25p for every £1 donated (Just Giving, n.d.). 
The Gift Aid Scheme was originally introduced by 25 Finance Act 1990 but was later amended by Finance Act 2000 and then again by later Finance Acts. A donation is able to qualify for Gift Aid if it’s a gift which contains a ‘payment of a sum of money’ by an individual who already has, or is going to pay UK tax. The gift must however, satisfy all of the following conditions – 
1. The gift is not subject to a repayment,
2. The gift is not a Payroll Giving Donation,
3. The gift is not deductible from income,
4. The gift is not part of an arrangement for the charity to be able to gain property from the said individual or connected person,
5. Any benefits which are associated with the gift are still within the statutory limits,
6. The gift is not considered a ‘disqualified overseas gift’ (only applies to payments which are made prior to 6th April 2010). 
In order for Gift Aid to be deducted from a donor, they must firstly be charged with either income tax and/or capital gains tax for a 
Gift Aid is a scheme which allows charities and Community Amateur Sport Clubs, also referred to as CASCs, get an extra 25p on top of every £1 which is donated. The money is claimed using HMRC, and enables charities and CASCs to claim the basic rate which their donors have paid. Gift Aid boosts the value of the original donations by 25%, which means more money goes to important causes without costing the donors anything extra. In order for charities to be able to claim the Gift Aid on a donation, donors must fill out a Gift Aid declaration which is referred to as GAD. The GAD confirms that the donor is a UK tax payer and that it is possible for Gift Aid to be claimed on the donation. For higher rate tax payers, they are able to claim the difference between the rate they pay and the basic rate on donations. It also applies for those in Scotland. Donors are either able to claim the different through Self-Assessment tax return or by requesting for HMRC to amend the tax code (Charities Aid Foundation , 2020). 
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[bookmark: _Toc38448325]Why Gift Aid is important. 
Gift Aid is considered as currently being one of the most important tax reliefs for charities and donates approximately 1.2 billion to the charity sector each year, according to HMRC. However, research shows that there is still a huge Gift Aid gap of millions of pounds. 
[bookmark: _Toc38448326]Recent Changes to Gift Aid.
Since the original Gift Aid Scheme, there have been multiple changes, with the most recent being implemented in April 2017. In the original Gift Aid scheme, the donors had to complete a Gift Aid declaration (GAD) each time they wanted to donate to a new charity when donating through intermediary. However since then, there has been new and introduced regulations, The Donations to Charity (Gift Aid Declarations) Regulations 2016. 
Issues With Gift Aid. The new regulations have introduced a process which allows donors to give permission for an intermediary to create a GAD on their behalf, for any following donations to be made within that tax year. The new Regulations were specified for any declarations to be given on or prior to 6th April 2017. The new regulations also enforce new requirements with regards to record keeping on charities and require any donor intermediaries to provide statements of accounts to their donors. The Regulations will cause an increase the already required cumulative donation level to cause a trigger an Annual Statement of an average from £5 to £20 each year. Intermediaries also then have greater flexibility in the way which they are able to contact the donors about their Annual Statement. However, the Government still appear to be committed to require all donors to give a positive affirmation of their Gift Aid eligibility for each and every tax year, rather than the preferred option of passive confirmation (Charity Tax Group , 2016 ). 
[bookmark: _Toc38448327]How to Claim Gift Aid and How Often.
For an organisation to claim Gift Aid they must use the R68 form from HRMC, and enter the details of each donation. Charities are able to claim as often as they see necessary and charities who receive regular donations may wish to claim each month, whereas others may wish to claim quarterly or annually. When registering for Gift Aid, the charity must submit an authorisation form, the person who is named on this form is the one who should sign for the claims. Charities are also able to nominate an additional person to authorise signatures. 
 Repayments are made to charities by cheque or direct debit into the charities account. There is an option when filling out the R68 form to state which method is preferred. When completing the form, the charity must include a list or schedule of the donations that the claim relates too. For donations which were made after 6th April 2008 the claim form will calculate tax repayments based on 20% of basic rate of income tax (HMRC, n.d.).  
[bookmark: _Toc38448328]Support for Businesses Charitable Giving.
The Government is now seen to both support and encourage businesses to give to charity. The Labour Government between 1997 and 2010  first addressed the issue by using the modernisation and the expansion of Gift Aid, and then went on to support the Giving Campaign, which therefore any developing a variety of initiatives which are overall summarised within ‘A Generous Society’. Since then, the coalition government hasn’t been any less active. It has since, produced a Giving Green paper back in December 2010, which was shortly followed by a Whitepaper in May 2011. They have also since introduced the first community First Matching Fund, to match any donations of which are made by individuals and companies, for the benefit of local communities and initiatives, which has made it easier, such as cash machines. The framework for the tax which was created is now considered very important. The Gift Aid scheme in particular has been incredibly successful, and has shown a significant rise in achievement over time. The budget which was set for the year in March 2011, was also considered to be charity friendly. The budget included factors such as modernising Gift Aid, the original creation of a new small donation scheme and measures to be put in place to encourage legacy giving (SIFT Limited, 2013).
[bookmark: _Toc38448329]The Benefits of Gift Aid.
A charity is able to provide its donors with benefits, so long as the value of said benefits does not outdo the permitted limits, the gift is still able to qualify as Gift Aid. The rules which relate to the benefits do not only apply for the individual donor, but anyone who may be considered as connected to the donor, such as;
· The donors husband, wife, civil partner or linear relative including son, daughter, parent, grandparent or grandchild,
· Any linear relative of the donors wife, husband or civil partner,
· A company which is under the control of the donor or under the control of any of those which are listed above. 
A benefit is known as an item or a service which is provided by either the charity or a third party to the donor, or a person(s) connected with them as a result of making the donation. A donation is not able to qualify for Gift Aid if the benefits exceed the following limits;
· Anything up to the value of £100 is permitted to have a value worth 25% of the donation,
· Between £101 and £1000 is permitted to have benefits worth 25% of the £100 and 5% of the amount between £101 and £1000,
· Anything over the amount of £1000 is permitted to have benefits of 25% of the £100, as well as 5% of up to a total of £2,500.
These limits apply separately to each donation. In the instance of which a specific donor is able to meet a public member at a specific price (minus any price which is reduced payable by the donor). In situations of which there is no open market to compare, it is the responsibility of the charity to work out how much an individual would be willing to pay for the item and/or service. Where there is a benefit in attendance, at an event which is not open to people of the public, meaning there is no ticket price or value the benefit should be valued by dividing the cost of which the charity is staging the event by the number of people in attendance at the event. If there is a benefit given in the return of a life membership subscription, the benefit is valued by creating an estimate of the value of the benefits which will be received over the initial first ten years of the membership. If the benefit is a discount on goods and/or services of which an individual donor could take advantage, the valuation could potentially be based upon the average use of the benefit by the donors of the charity (Charity Tax Group , 2019).
Gift Aid has enabled charities income to increase by over double the amount since 2000. 
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[bookmark: _Toc38448330] The Drawbacks of Gift Aid.
Although Gift Aid is beneficial to charities, it assumes that the donor has originally paid what is considered to be a sufficient amount of income tax, or capital gains tax, in the relevant tax year to enable the charity to recover the tax deducted at source from HMRC. The legislation states that if the taxpayer ‘over donates’ then the charity is fully entitled to be able to reclaim this tax. However, the charity isn’t able to know the circumstances of each individual donor. 
For example, retired Colonel and Mrs Cheeryble were regular supporters of League of Friends of their local hospital for many years, and gift aided a monthly donation alongside turning up for fetes, raffles etc. Colonel Cheeryble required major heart surgery and although he received fantastic care from their local hospital, he unfortunately passed away. This left Mrs Cheeryble widowed and divorced, with a now reduced income is still left well off as her house and investments are now completely hers and there is a high amount of liquidity from her husband’s life insurance policies. A few months later, the League of Friends was in need of a substantial sum to be able to fund the balance for a specific machine for their cardiac unit. Mrs Cheeryble decided that instead of leaving a legacy for the League in her will, she would donate now as she was so grateful for the efforts which were made for her husband. With minimal fuss and almost anonymously she handed over a cheque of six figures. She declined the invitation of being the guest of honour at the opening ceremony and thinks further about it. However, months later there was a large tax assessment received from HMRC, due to her generous donation to charity (McLaughlin, 2006). 
[bookmark: _Toc38448331]Eight Common Gift Aid Issues.
Although gift aid is seen as a fantastic cause, which it is, it is not as simple as it actually looks. There are numerous potential complications within the Gift Aid process and there are many ways which charities should be vigilant to ensure they are claiming Gift Aid properly and making the most of its value. 
1. It is vital for Gift Aid declarations are prepared to meet specific requirements, as common issues arise and can invalidate declarations, these issues include insufficient wording, incomplete personal details and declarations not matching up with the supporting documentation. 
2. Benefits such as badges, tickets to events, discounts etc provided to donors must fall within certain limits. Calculating the limits for these benefits can be seen as complicated, more so where dissimilar benefits are provided.
3. There are a range of approved schemes for donated goods such as charity shop, charity auctions, and viewing property. However, all of these schemes have their own rules which must be complied with.
4. It is important for cash collections using Gift Aid Small Donations scheme to follow the certain control systems and record keeping process. 
5. It is imperative that donors use their own money, which often leads to issues for sponsorship collections. Charities which receive a high volume of sponsorships may consider having their own template declaration for donors.
6. Records must be kept for a certain period of time, in case of inspection. However, the form of records depends on the size of the charities and the donations which it receives. 
7. Many opportunities for Gift Aid are missed. This can be due to the fact donations don’t qualify for Gift Aid, or because the charity has not introduced a Gift Aid System.
8. A lot of charities are able to maximise their Gift Aid potential by planning and reviewing their current Gift Aid system (Daley, n.d.).
[bookmark: _Toc38448332]The Hidden Catch.
When visiting a charity shop, the employees or volunteers may request for you to sign up to a Gift Aid scheme. They do this to boost their overall donations of books, clothes and CDs by just simply filling in the declaration form. This will enable the said charity to be able to claim the Gift Aid on the amount of money which someone else unwanted items are sold for. Many people see filling in this form, as a no brainer. Filling in the declaration will mean that you are able to raise extra vital funds for the charity, without it being seen as no additional cost. However, The Guardian newspaper, did research on the way that the Gift Aid scheme works, and found that it is open to being able to be exploited by those who are less charitable. The shop actually offers to act to be the donors, ‘agent’ which means that if an item donated is seen as faulty and requires a refund, the donor is held accountable. Usually, when an individual donates a bag of items the volunteer will request that they fill out a form and then you are given a card which holds your personal ID number and the items which are donated as then tagged with this number. The charity then contacts the said person when the items are sold and that you confirm to the proceeds being donated. This then enables the charity to be able to claim the Gift Aid. However, in the small prints HMRC state that the donated goods are still the property of the donor, up until the point of sale. The owner has the right to keep all or even part of the proceeds if they so wish. The taxman also states that the wording on the Gift Aid form must not commit people into making a donation. Which means, you are legally entitled to allow charity shops to sell your items, and then opt to keep the money (Jones, 2010). 
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In conclusion, the Gift Aid scheme being introduced by the government on 1st October 1990 is beneficial for charities worldwide as it enables them to be able to claim the additional tax on top of any donations which are made to them. However, Gift Aid currently isn’t being used to its full potential as a large amount still isn’t being claimed. 

Bibliography
Charities Aid Foundation , 2020. Gift Aid How Does It Work. [Online] 
Available at: https://www.cafonline.org/my-personal-giving/plan-your-giving/individual-giving-account/how-does-it-work/gift-aid
[Accessed 19 March 2020].
Charity Tax Group , 2016 . The Donations to Charity (Gift Aid Declarations) Regulations 2016 [Intermediaries]. [Online] 
Available at: https://www.charitytaxgroup.org.uk/news-post/2016/donations-charity-gift-aid-declarations-regulations-2016-intermediaries/
[Accessed 19 March 2020].
Charity Tax Group , 2019. Gift Aid Donor Benefits. [Online] 
Available at: https://www.charitytaxgroup.org.uk/tax/donations/gift-aid/donor-benefits/
[Accessed 30 March 2020].
Daley, J., n.d. The Eight Gift Aid Pitfalls to Avoid. [Online] 
Available at: https://www.buzzacott.co.uk/insights/eight-common-gift-aid-issues-to-look-out-for
[Accessed 22 April 2020].
HMRC, n.d. How do I claim Gift Aid and how often can I claim?. [Online] 
Available at: http://www.glscountyscouts.org.uk/support/gsl/executive/gift/help_sheet_09.pdf
[Accessed 22 April 2020].
Jones, R., 2010. Gift Aid - beware the hidden catch. [Online] 
Available at: https://www.theguardian.com/money/2010/jan/30/gift-aid-hidden-catch
[Accessed 22 March 2020].
Just Giving, n.d. Understanding Gift Aid. [Online] 
Available at: https://justgiving-charity-support.zendesk.com/hc/en-us/articles/204663747-Understanding-Gift-Aid-UK-Only-
[Accessed 22 April 2020].
McLaughlin, M., 2006. Gift Aid Relief: Trap for the Unwary. [Online] 
Available at: https://www.taxationweb.co.uk/tax-articles/general/gift-aid-relief-trap-for-the-unwary-presented-by-hmrc-advice.html
[Accessed 30 March 2020].
SIFT Limited, 2013. Gift aid and paye explained. [Online] 
Available at: https://www.accountingweb.co.uk/business/finance-strategy/gift-aid-and-payroll-giving-explained
[Accessed 30 March 2020].




image1.jpeg




image2.png
Charities’ income has more than doubled since 2000
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