Tax Effective Giving

Payroll Giving

Payroll Giving is a scheme that enables employees to give money to the LMS-Patriot Company Ltd. straight from their gross salary (before tax is deducted). This can be a regular monthly donation or a one off payment, such as a bonus. As it is a pre-tax donation it reduces the amount of tax an employee pays at his highest marginal rate. The real cost of the donation is reduced as the tax paid by the employee rises.

Example

Employee donation received by the Company
Basic rate taxpayer

(20%)
Basic rate taxpayer

(40%)
Basic rate taxpayer

(50%)


Tax relief
Cost to donor
Tax relief
Cost to donor
Tax relief
Cost to donor

£10.00
£2.00
£8.00
£4.00
£6.00
£5.00
£5.00

£20.00
£4.00
£16.00 
£8.00
£12.00
£10.00
£10.00  

£100.00
£20.00
£80.00  
£40.00
£60.00
£50.00
£50.00

Some employers are prepared to offer a Matched Giving scheme in support of their employees’ gifts.

What employers have to do

They need to sign up to an HMRC approved Payroll Giving Agency (PGA), which distributes donations to employees’ favoured charities. Employees sign a mandate stating how much they wish to give and to which charities. Modern payroll software systems allow this to happen. Employers send the gifts each month to the PGA, usually at the same time as they send PAYE to HMRC. Employers administrative costs can be deducted from profits – if appropriate. The PGA in turn pays it to the charity

Payroll Giving Agencies

PGAs are themselves charities and a list is available on www.tax-effectivegiving.org.uk. They can make a small deduction from the employee’s donations to cover their expenses, but some employers are prepared to pay that charge so the employee’s gift is received by the charity in full.  

Benefit for donors

It costs less with no possible bank charges or other forms of payment as the employer does all the work. A number of charities can be supported at the same time. Retired workers can make this type of donation through Pension Giving as long as they pay income tax but not from the state pension

Benefits to employers

Payroll Giving is simple and inexpensive to set up and run. It can help in staff recruitment and retention. There is a Quality Mark which demonstrates commitment to the causes which their employees care about. 

Benefits to the LMS-Patriot Company Ltd.

It provides a reliable source of income which is cost effective and allows us to make a longer term relationship with employers.

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.

PAGE  
Information on Payroll Giving April 2011




