Tax Effective Giving

Gift Aid for Higher Rate Taxpayers

As a charity the LMS-Patriot Company Ltd. has been claiming Gift Aid on donations (including membership subscriptions) since February 2008 and 82% of those have attracted Gift Aid at the basic rate of income tax of 20% which represents an extra 25% to every £1 donated.

Example

Donor gives to the Patriot Company                                                  
£100.00

Charity claims from HMRC basic rate income tax on gross gift

(£125 @ 20%)                                                                                     
£25.00

Total the Company receives                                                              
£125.00

This is a claim the Company makes quarterly without any further action by the donor once he has given us the Gift Aid declaration.

It is also possible for higher rate (40% and 50%) taxpayers to claim for themselves additional tax relief. If the donor completes a tax return, the relief can be claimed by entering the amount donated in relevant section. If donors want any potential relief to go to charity this needs to be entered on the SA 100 Charity form, which is included in the self assessment pack. Some donors may receive a Tax Review form (P810) on which they can make a claim. Otherwise, the donor can get in touch with the local tax office that handles their affairs. Some claims can be dealt with over the phone.

Effectively, the donor calculates the difference between the higher rate of tax which he pays and the basic rate tax (20%) which the Company claims.

Example

Higher rate tax payer donates to the Patriot Company                      
£100.00     

Charity claims from HMRC basic rate income tax on gross gift
(£125 @ 20%)                                                                                     
£25.00

Higher rate donor (40%) reclaims for himself 

£125 x (40% - 20%) = 20%                                                                
 £25.00

Total the Company receives                                                             
 £150.00

Highest rate donor (50%) reclaims for himself 

£125 x (50% - 20%) = 30%                                                                
 £37.50

Total the Company receives                                                              
£162.50

Please note that this material is given in good faith for information only and must not be taken either explicitly or implicitly as legal or financial advice. The donor should discuss this with his own advisors. It is current to April 2011.
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