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Gift Aid Repayment claims
2000/2001
¢ 25,100 Charities claimed £221.5 million

2004/2005
®* 60,329 Charities claimed £651.1 million
2006/2007

®* 66,787 Charities claimed £882 million
2007/2008

* Not finalised but claims up 14% on previous year
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Reduction in the Basic
Rate of Income Tax

* From 6 April 2008 — the Basic Rate of Income
tax will be reduced to 20%

®* Tax claimed by charities on every £1 donation
made on or after 6 April will be reduced to 25p

* Higher Rate tax payers will be able to claim
additional tax relief of 20% (up from 18%)
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Transitional relief

* Government will give 2% transitional relief for 3
years (subject to Royal Assent).

* Charities will submit repayment claims in respect
of eligible donations at 25% basic rate and the
transitional relief will be added by HMRC.
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R68 Claim Forms

KIKIKIKI KRR KKK

® Currently under review.

* Claim periods becoming an issue — important
that HMRC can identify which period a claim
relates to for tax rate and interest purposes.

* New form for claims from 6 April 2008 — will be
different to highlight requirement for
supplement to be added.
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Key requirements of Gift Aid remain
unaltered

®* Donations from an individual must be a sum of
money

* The individual must be a UK Taxpayer.
¢ A Gift Aid declaration must be held

®* There must be an audit trall linking the donor to
the charity’s accounts




Declaration must contain

Gift Aid declaration

Name of charity

Name of donor

Donors home address
Description of payment(s)*
Declaration that payment(s) are Gift Aided

Note explaining that the individual must have paid
sufficient UK income or capital gains tax to cover the
claim




Gift Aid declaration

Declaration must contain

* Name of donor

* |deally, we would like to see:- Mr John Smith
* We will however accept the following combinations:-
®* John Smith J Smith Mr J Smith.

* We will not accept:-

* Mr Smith Smith John




Gift Aid declaration

Declaration must contain

® Donors residential address




Addresses on GADs (1)

YES

11, HD8 9QA or Dunroamin, HD8 9QA
11, Park Street, Goole, HD8 9QA

11, Park Street, Goole

11, Park Street, HD8 9QA




Addresses on GADs (i1

NQO X

* 11, HDS.

* Park Street, Goole, HD8 9QA

* 11 Park Street.

* c/o Yates Wine Bar, Park St, Goole




Gift Aid declaration

Declaration must contain

* Note explaining that the individual must have paid
sufficient UK income or capital gains tax to cover the
claim

®* This is not wholly correct. The donor must have been
made fully aware of the requirement to have paid
sufficient tax in order for an appropriate declaration to
have effect




Retention of
Declarations

([0 [)F0 [
([0 [)F0 [

* Should be kept for a period of 6 years after
the last donation (being looked at as part of
the Budget announcement)

®* Must be available for inspection

® Can be retained as a scanned document




Conversion from written to “oral” declarations \

®* This is NOT possible:

®* Removes the evidence of the making of the
declaration so there Is no ‘auditable record’

®* The charity must retain the prime record in the
form in which it is given

* There has been no oral declaration — reference
to old regulations

* Line In the sand for existing arrangements




Audit trail

Audit trail from each Donor:

Through the Charity’s books &
records and then into the Charity’s Bank

account
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Sponsorship Gift Aid

Charity: The HMRC Auditors Benevolent Fund
Name of Participant: Andrew Kayley

Event: The 2006 Birkenhead Marathon

* you must pay an amount of UK income tax and/or capital gainst equal to the
tax that the charity reclaims on the donation




Sponsorship (and Aggregated Claims) \
Gift Aid claim —

simplified procedure
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® |t iIs now possible to allow smaller donations of no
more than £10 each to be aggregated up to a
total of £500 within claims.

® 4 donors have each made 12 monthly donations
of £10 by standing order. Total donations = £480.

® This treatment does not extend to donations
larger than £10, any collection where there are
no declarations, existing arrangements for
sponsored events and day admissions to charity
visitor attractions

Budget 2008 — aggregated claims




How does HMRC
decide who to audit?

Risk Assessment process;

* Problems seen in claims submitted by charity
* Atypical claim patterns

®* No previous audit by HMRC of claims made

* Information from staff in HMRC about a charity

* |Information from the public / in the press with
concerns about a charity’s Gift Aid claims




What records are
required by HMRC?

* Blank Gift Aid declaration form(s)

* Appeal leaflets, membership forms, appeal
leaflets

* The selected Gift Aid declarations & Sponsorship
forms (paper or scanned images)

Account records - ‘Audit trails’

* Banking records, Paying-in book, Bank
statements, donation envelopes etc.




What will the auditor
be looking for?

* A valid GAD is held for every donor on the claim
or in the sample selected

* Donations comply with the legislation — are they
all Gifts?

* That any benefits given to donors do not exceed
the statutory limits

¢ Audit trails exist to confirm that the donor has
made the payments claimed on
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Sampling %

* Too many Gift Aid declarations to review entire
population

* Agree Representative population
* Select a statistically valid sample

* Different sample for each Income type e.g. Credit
cards, Standing Orders, Cheques, Cash,
Website, Sponsored events, Admissions etc.

* Results will be used as a basis for calculating
any tax to be repaid by charity to HMRC
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The final agreed
‘Error’ rate \

* We assume that the same ‘error rate’ will apply to
all similar claims for the same population

* |f claims were handled in a significantly different
way this must be discussed with the auditor
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Budget 2008
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* Announced that where a claimant can repair

errors identified in a population within a sample
the repaired error rate will be used to determine
the tax at risk.

* ‘Repaired’ means that a charity finds the missing
declaration or obtains a new (or fully completed)
declaration from the taxpayer.




Future recoveries where the charity has
‘repaired’ the audit samp
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Less than 4%

Less than £100

No recovery in year of
audit or earlier years.

Less than 4%

Less than £500

Recovery in year only

Less than 4%

More than £500

Recovery in year but
yellow card

More than 4%

Less than £500

Recovery in year but
yellow card

More than 4%

More than £500

Recovery in year and
earlier years.




~

* A summary meeting will be held and the results
of the HMRC review will be explained

* Advice will be given to charity on what changes
to systems & procedures could be made

* The potential financial consequences for the
charity will be explained

* A letter confirming the findings of the audit will be
sent to appropriate charity official

What happens when
the audit Is finished?




Most Common Errors

* No declaration held by
charity

* No evidence of receipt
of donation

* Payment not received
from an Individual

* Payment not a Gift




NOT Gifts

* The purchase of books, jumble sale items,
bedding plants, food, alcohol etc

* Admission to events e.g. concerts, recitals etc.
* Golfing fees, Day Trips, Transport etc.
®* Fees to adopt / re-home an animal

* Raffles, lottery tickets & 200 Clubs

* Hire of own premises




Time Limits for
claiming Gift Aid

* A charity which is a Trust for tax purposes must
make any claim within 5 years of the 31 January
In the year following the end of the tax year to
which the claim relates.

* A charity which is a Company for tax purposes
must make any claim within 6 years from the end
of the accounting period to which the claim
relates.




Prevention Is better
than cure

~

* HMRC can help in the auditing & testing of
new systems and procedures

* HMRC can audit claims prior to repayment

® Charities should carry out own assurance
checks on claims

* HMRC can assist charities who identify a
problem with their claims

* Explain Gift Aid to fund-raising staff,
Treasurers etc.




Further Advice

Telephone
08453 02 02 03

HMRC (Charities) Help Line

Gift Aid, Charity Tax returns,
VAT queries, Trading &
Community Amateur Sports
Clubs (CASCs)
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Website

www.hmrc.gov.uk

E-mall
Charities@hmrc.gov.uk




Any Questions?




