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Introduction
Susan Robinson
•

Joined in 1985

•

Accounts and Audit Partner

•

Head of Charities and Not for Profit

•

Trustee of the Association of Independent Charity Examiners

•

Trustee of Age UK Medway

•

Regular charity training
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Introduction
Sean Rodwell
•

Audit Manager

•

Charities and Not for Profit Specialist

•

Recently resigned as Trustee and Honorary Treasurer

•

Charity articles

•

Fundraising for office charity
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Introduction
Charity Commission research

•
•
•

95% of the UK population aged 16 and over had given to charity in the
twelve month period prior to the research
Most common method of giving to charity remained the usual money in a
tin or bucket
In terms of value, direct debits accounted for the largest proportion
donated
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Introduction
Charity Commission research
•

Gift Aid was added to only half of the total value of donations

•

Online donation platforms attracted gift aid on over 70% of their
donations

•

90% of people surveyed were aware of Gift Aid
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Gift Aid - The Basics
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Basics
•

Tax relief allowing UK charities to reclaim an extra 25% in tax on
every eligible donation made by a UK taxpayer

•

I.e. Donate £100, reclaim £25

•

Tax to cover (income or capital gains tax)

•

Higher rate tax payer
•

Self assessment tax return or tax code adjustment

•

Donate £100 to charity - they claim Gift Aid to make your donation
£125. You pay 40% tax so you can personally claim back £25.00
(£125 x 20%).
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Payroll Giving
•

Scheme to donate straight from wages or pension

•

Donation comes out before tax deductions

•

To donate £1 you pay
•

80p if you’re a basic rate taxpayer

•

60p if you’re a higher rate taxpayer

•

55p if you’re an additional rate taxpayer
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Donating land, property or shares
•

No tax to pay on land, property or shares you donate to charity

•

Includes selling less than market value

•

Tax relief on:
•

Income Tax

•

Capital Gains Tax
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Leaving gifts in your will
•

Will should state what happens to money, property and possessions

•

Donation is either:

•

•

Deducted from the value of the estate before Inheritance Tax is
calculated

•

Reduces the Inheritance Tax rate, if > 10% is left to the charity

Donate:
•

Fixed amount

•

An item

•

What’s left after other gifts have been given out
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Membership
•

Payments for membership only

•

Not personal use of charity’s facilities or services

•

Allowed

•

•

Newsletters explaining charity's work, (Kent Wildlife Trust)

•

Visit and view the work of the charity, (National Trust)

•

Take part in activities that form part of charity's objectives

Not allowed:
•

CASC’s i.e. cricket clubs

•

Subscription on behalf of someone else (unless under 18)
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Donated goods
•

Technically, money raised by selling donated goods like clothes does
not qualify for Gift Aid

•

Agent relationship – selling on behalf of the owner

•

Explain the arrangements

•

Complete a form appointing you as agent

•

Owner has the right to keep all of the proceeds (may charge
commission/fee)

•

Encourage “donor” to complete Gift Aid declaration when they “sign
up” to the scheme, before the goods are sold
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Donated goods
•

•

Keep the following documentation:
•

Donor’s dated Gift Aid declaration

•

A copy of written agreement, showing you are selling on the
owner’s behalf

•

Accounting records supporting the transaction

•

If sold by a subsidiary, a record to show how sales proceeds flow
through to charity

Maintain records of staff and volunteer training
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Events
•

Selling tickets e.g. concert or fundraising dinner, does not qualify

•

Must be a voluntary donation, not compulsory payment to attend

•

Minimum donation payments, do not qualify

•

Ticket price, plus a donation
•

Donation not compulsory

•

No preferential treatment
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Visiting charity property
•

Entry fees do not qualify

•

Voluntary donations qualify if they:
•

are 10% or more than the normal admission fee, or

•

allow admission for at least 12 months

•

Must offer visitors a choice to pay normal entry fee as well as
donation amount
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Volunteer expenses
•

Reimburse genuine volunteer costs e.g. train fares etc.

•

Volunteer can keep money or pay part/all back

•

Must pay expense, can’t be a waiver

•

Expenses reimbursed at more than costs incurred may be taxable as
employment income.
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Charity auctions
•

Retail value > benefit limits, gift aid can not be claimed

•

Split payment
•

Amount to “buy” the item, amount treated as a gift

•

Amount paid – value of item = Donation

•

Must make value clear to bidders before the auction begins

•

Not commercially available item i.e. signed football shirt. Benefit
for Gift Aid purposes is amount it fetches in the auction
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Sponsored challenges
•

i.e. marathon or trek abroad

•

All sponsorship payments eligible as long as participant pays the cost
of flights and accommodation

•

Deposit/registration fee not eligible for Gift Aid

19

HMRC Audit
•
•
•

•

•

Claims chosen for audit are selected on a risk basis
Questionnaire issued
Detailed review of documentation
• Declarations
• Audit trail
• Bank records
Statistical sampling
• 500 declarations reviewed, 20 errors. 20 / 500 x 100 = 5% error
• Assume same error rate applies to similar claims in earlier periods (4 years
prior)
After the audit
• 30 days to resolve issues
• Settlement
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Gift Aid - Issues

21

Gift Aid Issues
•

•

Tax Gap – Gift aid is claimed on a donation made by an individual,
but this donation was ineligible for gift aid
•

8% of the total value of donations in a twelve month period

•

Error of £0.18bn

Unclaimed gift aid – A donation is made by an individual eligible for
gift aid but the gift aid is not claimed by the charity
•

25% of the total value of donations in a twelve month period

•

Error of £0.56bn
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Gift Aid Issues
•

Simplification of Gift Aid declaration wording in 2015

•

Reduce the tax gap

•

Clear statement, donor responsible for paying shortfall on tax on
donations

•

Deterrent from making gift aid declarations?
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Gift Aid - Fraud
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Gift Aid Fraud
Twin brothers jailed for £450k Gift Aid fraud

•

Arfan and Imran Ali, both 30 and from Handsworth Wood, used
aliases to set up fake international development charities and
claimed Gift Aid based on non-existent donations

•

The brothers then claimed £456,508.30 in Gift Aid, which would have
required more than £1.2m in donations to the charities.

•

But HMRC found that the money deposited in the charities’ bank
accounts were "nowhere near" the amount required to claim that
amount of Gift Aid.

25

Gift Aid Fraud
Church leader jailed for four years
over £156,000 Gift Aid fraud
•

As a registered charity, the church could claim Gift Aid on donations.
But in 2016 HM Revenue & Customs officers contacted donors listed
on the charity’s records after they became suspicious of a series of
claims.

•

They found that most of the donations had not been made and many
alleged donors had never heard of the church.

•

Johnson, who was the only person named on the church’s bank
accounts, was able to divert money from these fraudulent claims into
his personal bank account.

•

Gift Aid envelopes were found during a search of Johnson's property,
but donor names and amounts did not match Gift Aid records
submitted to HMRC.
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Gift Aid Fraud
Gift Aid fraud accountant jailed for six years
•

Accountant Abu Talib Ghadiri has been jailed for six years for his
involvement in a £400,000 Gift Aid and VAT fraud after an
investigation by HM Revenue and Customs.

•

His accomplice and brother Mohsin Raza was handed a four year
sentence for his involvement in the fraud.

•

The investigation found that Ghadiri and his brother Mohsin Raza,
33, were running a Gift Aid fraud linked to two charities – the
Fatimiyya Trust and The Light Charity. Both charities falsely claimed
to promote education, development of medical centres and help for
victims of natural disasters in Pakistan.

•

Made repayment claims listing donations from deceased taxpayers.
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Gift Aid – Recent Developments
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Recent developments
Trading subsidiaries – Gift Aid
•

Trading threshold – Over £200k gross income > £50k limit

•

Trading subsumed into wholly owned trading subsidiary

•

Profits donated to parent charity

•

Historically, accrued donation

•

FRS102 Update December 2017

•

Distribution from equity

•

Recognised on payment, rather than accrued

•

Tax treatment unchanged (payment within 9 months)

•

Comes into effect, accounting periods beginning on or after 1st
January 2019
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Recent developments
Just Giving
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Recent developments
Just Giving
•

Neil Coyle, the Labour MP for Bermondsey and Old Southwark, has
written to JustGiving demanding it returns £500,000 to people who have
paid fees on donations and give them an apology.

•

5% fee charged on donations

•

£20m from donations

•

Staff salaries up to £200k

•

Institute of Fundraising and Charity Tax Group lobbied government
ahead of budget.

•

No changes

•

Online donation platforms attracted gift aid on over 70% of their
donations

•

Is it fair to be charged a fee for this service?
31

Recent developments
Budget announcement
•

•

Gift Aid Small Donations Scheme (GASDS)
•

Increase from £20 to £30 in the individual donation limit for gifts

•

Estimated this will cost the public purse £5m a year from April
2019

Retail Gift Aid
•

Charity shops that use Retail Gift Aid will be able to send letters to
donors every three years rather than every year when their
donations have raised less than £20 a year.
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The Future
•

Digitalisation?

•

Blockchain?
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Any questions?
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Contact us
For more information please contact:
Sean Rodwell - sean.rodwell@krestonreeves.com
Susan Robinson – susan.robinson@krestonreeves.com

@krestonreeves
Kreston Reeves
T:

+44 (0)33 0124 1399

Thank you

For all your business,
tax and wealth needs.

These slides are the property of Kreston Reeves. They should not be shared with any individual, firm, company, body or organisation without express approval from Kreston Reeves.
Kreston Reeves have made every effort to ensure accuracy at the time of publication. Information may be subject to legislative changes. Recipients should note that information may
not reflect individual circumstances and should, therefore, not act on any information without seeking professional advice. We cannot accept any liability for actions taken or not taken
as a result of the information given in these slides/notes.

