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²Ƙŀǘ ƛǎ DƛƊ !ƛŘΚ 

Gift Aid is a means of giving to a charity or a CASC that includes the tax you have paid on the amount  
given. Whatever you give, the charity can claim back from HMRC the basic rate tax you have paid on the 
amount of the gift.  

The process is very simple. You sign (or, if online, tick) a declaration, known as a Gift Aid declaration, 
which requires your name, address (including postcode), signature, and a date, a declaration that you are 
a UK taxpayer, and that any donations you make to the particular charity or CASC in future (or in the pre-
vious four years) are to be treated as gift-aided donations. 

Not everybody is eligible to sign a Gift Aid declaration. In particular, if you have not paid enough UK tax 
during the tax year in question to match the tax the charity or CASC will reclaim on the gift, you should 
not make donations under the Gift Aid scheme but in some other way.   

In the rest of this factsheet, when we refer to a charity as the object of a gift-aided donation, we refer 
also to an eligible CASC. 
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ŦŀŎǘǎƘŜŜǘ ŜȄǇƭŀƛƴǎ ǘƘŜ ƛƳǇƭƛŎŀǝƻƴǎ ŦƻǊ ǘŀȄ ǇǳǊǇƻǎŜǎΦ 

Iƻǿ ŘƻŜǎ DƛƊ !ƛŘ ǿƻǊƪΚ 

When you sign a Gift Aid declaration in favour of a charity, the amount you give is taken out of your taxed 
income, and the donation increased by the amount of tax you have paid on it.  

For example, if you give £100 to your charity, your gift is treated as a net payment of which the gross 
amount is £125 when tax is added to it. The charity can then recover the £25 tax from HMRC (£25 being 
basic rate tax chargeable at 20% of £125). 

Effectively, you have parted with a slice of your taxable income to the charity, and the charity can then 
claim back the tax you have paid on that slice of income. 
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²ƘŜƴ ǎƘƻǳƭŘ L ƴƻǘ ǳǎŜ DƛƊ !ƛŘΚ 

You should not use Gift Aid if, in any tax year, the amount of tax you pay is less than the tax  
element of your gift-aided donations. 

A tax year is the 12 months from 6 April to the following 5 April. So, for example, the 12 months 
from 6 April 2018 to 5 April 2019 is the 2018/19 tax year. 

You should review your Gift Aid declarations every year to ensure you are still paying enough tax 
to cover all your gift-aided donations. This is particularly important if your income is static, as the 
level of the  
personal allowance – the first slice of your income on which you are not charged to income tax – 
tends to go up each year by the rate of inflation or more.  

In addition, in recent years it has become possible to receive more income than the personal  
allowance and still pay no tax. This can happen if: 

¶ You have savings income (ie bank or building society interest) which, when added on top of 
any earned income or pension income, falls within a band of up to £5,000 above the  
personal allowance – in which case that amount of savings income is taxed at a zero rate; 

¶ The next £1,000 [£500 if you are a higher-rate taxpayer] savings income in addition to that is 
also taxed at a zero rate if it would otherwise fall within the basic rate tax band; 

¶ And the first £2,000 of any dividend income you receive in the tax year 2018/19 is also taxed 
at a nil rate. 

Thus, in the tax year 2018/19 it is possible, with the right mix of earned income or pensions,  
savings income and dividends to have an income of up to £19,850 and still not pay any tax, made 
up as follows.  

That is not by any means to say that everyone with income of that amount can be a non-taxpayer 
– it depends entirely on how the income is made up. But it does illustrate the importance of  
checking how much tax one is likely to pay during the course of a year, and reviewing any Gift Aid 
declarations in the light of it. 

²Ƙŀǘ ƘŀǇǇŜƴǎ ƛŦ L ƳŀƪŜ DƛƊ !ƛŘ Řƻƴŀǝƻƴǎ  
ƛƴŀǇǇǊƻǇǊƛŀǘŜƭȅΚ 

If the tax which your charities are able to recover 
from HMRC on your donations is more than the 
amount of tax you will pay in the tax year, HMRC 
are entitled to ask you to pay the difference – and 
it will legally be your responsibility to pay it. 

Sometimes HMRC will ask the charity to repay, or 
not claim, the tax not covered, but there is no  
guarantee that this will happen. 

Personal allowance     £11,850 

Savings income nil-rate band        £5000 

Personal savings ‘allowance’       £1,000 

Dividend ‘allowance’       £2,000 

Total     £19,850 



9ȄŀƳǇƭŜ 

Jim earns £47,500 in 2018/19. He pays tax as follows: 

Now if Jim makes gift-aided donations of £1,500, the gross amount is  
added to his basic rate limit with the result that he pays tax at 20% on all 
his taxable income – a total of £7,130, in other words he saves £230 in 
tax. He can if he wishes donate that tax saving to the charity, increasing 
the value of his gift. 

On £11,850           NIL 

On £34,500 at 20%     £6,900 

On £1,150 at 40%        £460 

Total tax     £7,360 

 ²Ƙŀǘ ƛŦ L ŀƳ ŀ {ŎƻǩǎƘ ǘŀȄǇŀȅŜǊΚ 

A different set of income tax rates now applies in 
Scotland from that in the rest of the UK. But gift aid 
operates in the same way as it does for a basic rate 
taxpayer in the rest of the UK if, as a Scottish  
taxpayer, you pay tax at 19% or 20%. If you pay tax 
at 19%, take extra care to ensure that you have paid 
enough tax to cover the donation. If you pay at a 
higher rate than 20% (in Scotland rates of 21%, 41% 
and 46% apply) you can claim back the extra tax in 
the same way as a higher rate taxpayer elsewhere in 
the UK.  

L ŎƭŀƛƳ ǘŀȄ ŎǊŜŘƛǘǎ ς ǿƘŀǘ ƛǎ ǘƘŜ ŜũŜŎǘ ƻŦ ŀ ƎƛƊ ŀƛŘ Řƻƴŀǝƻƴ ƻƴ Ƴȅ ǘŀȄ ŎǊŜŘƛǘǎ ŎƭŀƛƳΚ 

If you claim tax credits, you can deduct the gross value of any gift aid donation from your income when 
you declare it for the purposes of making or renewing your claim. This could have the effect of increasing 
your entitlement to tax credits.  

To give a very simplified example, if your annual income is (say) £20,000 and you make gift-aided  
donations of £200 net, your income for tax credits will be £20,000 less £200 plus the tax thereon, ie £250, 
a total of £19,750. This could potentially increase your tax credits claim by £102.50.   

²Ƙŀǘ ƛŦ L Ǉŀȅ ǘŀȄ ŀǘ ŀ ƘƛƎƘŜǊ ǊŀǘŜΚ 

If you pay tax at a rate higher than the basic rate (ie at the higher rate or additional rate), you 
should list your gift-aided donations on your tax return, or ask HMRC to add them to your PAYE 
code. HMRC will then increase your ‘basic rate limit’ by the amount of the donations. (The basic 
rate limit is the point on your income scale at which you start to pay tax at the higher rate – 
£46,350 in 2018/19.) 
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This factsheet was written by the Low Incomes Tax 

Reform Group. Everything we do is aimed at  

improving the tax experience of low income  

workers. LITRG do not offer an advice service, but 

our website is full of general helpful tax  

information, including more on PAYE for employees 

and pensioners: www.litrg.org.uk  

aƻǊŜ ƛƴŦƻǊƳŀǝƻƴ 

For more information on gift aid, go to the website of the [ƻǿ LƴŎƻƳŜǎ ¢ŀȄ wŜŦƻǊƳ DǊƻǳǇ at 
www.litrg.org.uk/tax-guides/other-tax-issues/giving-charity#toc-what-is-gift-aid- 

²ƘŜƴ ŜƭǎŜ ƳƛƎƘǘ L ōŜ ŀǎƪŜŘ ǘƻ ƎƛǾŜ ǳƴŘŜǊ DƛƊ !ƛŘΚ 

If you go to a visitor attraction, such as a museum, zoo 
or heritage property, you may be asked if you are  
willing to pay 10% more for your entry ticket so that the  
charity may claim gift aid. If you sponsor a friend for a 
charity event, you may be asked if the charity may claim 
gift aid on your sponsorship pledge. 

The same considerations apply in each of those cases – 
only give under Gift Aid if you are certain to pay enough 
income tax or capital gains tax in the tax year to cover 
the amount of tax reclaimable on all your gift-aided  
donations. 

!ǇŀǊǘ ŦǊƻƳ ŜƴǎǳǊƛƴƎ L Ǉŀȅ ŜƴƻǳƎƘ ǘŀȄ ǘƻ  
ŎƻǾŜǊ ǘƘŜ ƎƛƊ ς ŀǊŜ ǘƘŜǊŜ ŀƴȅ ƻǘƘŜǊ ǘǊŀǇǎΚ 

To be eligible for Gift Aid, a donation must be 
a genuine gift of money, made voluntarily and 
for no (or insignificant) benefit back to the  
donor. 

If the donor derives a benefit from making the 
gift, the benefit must not exceed a certain 
amount in value to the donor, depending on 
the size of the gift: 

Gift Aid cannot be claimed if the amount given 
is essentially a payment for goods or services, 
for example an entrance ticket for an event, 
goods bought in a jumble sale, etc. 

5ƻƴŀǝƻƴ  aŀȄƛƳǳƳ ǾŀƭǳŜ ƻŦ ōŜƴŜŬǘ 

Gifts up to £100  25% of the donation 

£101 - £1,000  £25 

£1,001 and 

over 

 5% of the donation 

 (up to £2,500) 
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