It’s not what you
give, it's the way
that you give it

January 2007

stewardship®

PO Box 99, Loughton, Essex, IG10 3QJ
t: 08452 26 26 27
e: enquiries@stewardship.org.uk

w: www.stewardship.org.uk



This Briefing Paper and others like it are provided free of charge and help a great many
churches and charities. Their development involves many hours of dedicated professional
expertise both from within and outside of Stewardship. They are provided at our own cost as
part of our mission to equip you.

If you find the material in this Briefing Paper to be of value, we would invite you to respond in
the following ways:

° Subscribe to receive our email bulletins at our website, www.stewardship.org.uk; and
° Tell others in your church or charity about our resources.

If you regard the material to have been of particular help and significance to you in your work
(for example using it to inform a church or charity group/network) perhaps you would consider
making a financial gift to Stewardship in appreciation (though please feel under no obligation).

CONTACT DETAILS
Stewardship
PO Box 99, Loughton, Essex IG10 3QJ

t 08452 26 26 27 or 020 8502 5600
f 02085025333

e enquiries@stewardship.org.uk

w  www.stewardship.org.uk

Stewardship is the operating name of Stewardship Services (UKET) Limited, a registered charity no. 234714,
and a company limited by guarantee no. 90305, registered in England
© Copyright Stewardship 2007

COPYRIGHT

This publication is the copyright of Stewardship. We want our resources to have the maximum impact,
therefore you are welcome to reproduce or otherwise distribute this material in whole or part. We simply ask
two things: (1) there must be no use for commercial gain, and (2) Stewardship is clearly acknowledged with
the following wording “Reproduced with permission from Stewardship. www.stewardship.org.uk”. If extracts
are to be used in another context, permission should be sought in advance by emailing
enquiries@stewardship.org.uk or telephoning 020 8502 5600. Thank you.

DISCLAIMER

Whilst every care has been taken in the preparation of this material, Stewardship cannot be responsible for
action taken or refrained from in reliance thereon. It is recommended that appropriate professional advice be
sought in each relevant individual circumstance.
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1 Introduction

Surveys over the years have consistently confirmed that many giving to charity do not
do so in a tax effective manner. Giving in a slightly different way can reap huge
Kingdom benefits for Christian churches and charities, whilst in some cases giving a tax
benefit to the donor as well. Various surveys undertaken over the last 5 years have
estimated that if all taxpayers had used the gift aid scheme in their giving, charities
would raise an additional £700 million to £900 million each year. In fact this figure is
likely to be somewhat higher since the Christian sector, with its culture of giving, has
still largely failed to capitalise on this.

There may be good reasons for this. For example, lack of knowledge of the
opportunities, fear of the “tax system’ or the desire to give anonymously. But objections
such as these are easily overcome. Christian charities could then gain substantial and
valuable additional Government funding in the form of tax refunds to help them
achieve their God given mission and purpose.

Aside from Gift Aid there are a number of other opportunities to maximise the impact
that you can make using specific tax breaks for gifts to charity. These can be
summarised as:

2 Gift Aid

Gift aid is straightforward. Gone are the days of signing a legal covenant and
committing for a number of years into the future. Nowadays, you as donor sign a
simple ‘declaration’ to say that you will pay at least as much in tax as your chosen
charity is able to reclaim from the HM Revenue and Customs and the taxman will pay
the charity 28% on top of your gift at no cost to you. It is even better news if you are a
higher rate taxpayer. You can personally reclaim a further 23% of the amount given!

Gift aid applies to one off or regular gifts of any value. No minimum amount and no
minimum period. So taxpayers should have little if no reason not to take advantage of
the Government'’s help.

3 Payroll Giving

Here, an employer sets up a scheme to enable staff to give directly through their pay-
packet. Regular donations are deducted from gross pay, giving full tax relief at source.
The scheme then allows the employee to choose the charities that will benefit from
their donations. Whilst the Government incentives for payroll giving will cease in March
2007, this method will still appeal where the employer operates a ‘matched giving’
arrangement, often adding £1 to every £1 given by their staff.

4 Gifts of shares

Do you have shares for example from past privatisations, from your employer or from
your building society when it converted to a bank? Giving your church or favourite
Christian charity the shares rather than the proceeds from their sale may give rise to
particularly generous tax relief, especially if you are a higher rate taxpayer or the sale of
your shares will give rise to a capital gains tax liability. Not only is the capital gains tax
liability avoided, but you can deduct the market value at the date of the gift from your
income that is subject to tax. This can add further relief of up to 40% and may bring
you a handsome tax refund!

The shares must be stock exchange listed but there is no minimum amount. Very small
shareholdings held by standard rate taxpayers may however be better sold and the
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proceeds gift aided to charity because of dealing costs and capital gains tax
exemptions that may apply.

5 Gifts of land or buildings

This relief operates in much the same way as the gifts of shares relief above by giving
similar income tax and capital gains tax reliefs. The receiving charity has to give a
certificate accepting the gift. This may present an opportunity for relatively few donors
but it should not be overlooked.

6 Legacies

Gifts to charity in a will are exempt from Inheritance Tax. So leaving some or all of your
assets or perhaps a specific financial gift funded from the sale of your home to charity
on your death is particularly tax efficient.

7 Instruments of variation (IOV)

Where the deceased left a will, but perhaps did not make any gifts to charity, it is
possible to legally ‘redirect’ part or all of the bequests in the will after death using an
IOV. For example if the deceased left a gift to their son, this would normally be subject
to Inheritance Tax. But if the son, being a committed Christian and financially secure,
decides that he wants to give some or all of his inheritance to charity, he can enter into
a IOV jointly with any other beneficiaries affected by the change. This has the effect of
treating the will as if the gift to charity had been made by the deceased themselves and
this gift now becomes inheritance tax exempt.

8 Flexibility and creativity

Taking advantage of these opportunities need not be daunting or difficult. Help and
advice is freely available along with a number of convenient tools.

For example, Stewardship, which is a professional resource to the Church and to God'’s
people can provide one account to manage all your giving whether it is to be
anonymous, to one or many causes or even for giving tax effectively to full time
Christian workers and Bible College Students.

It all works in much the same way as your bank account. The 28% tax refund is
claimed by us and is added to your account with us. All you have to do is fund it and
experience the joy of giving!

The Sovereign Gold account, which is for higher value giving enables tax relief to be
secured in the current tax year (for example against an annual bonus) whilst allowing
you to spread payments out to your chosen causes over more than one tax year. It is
often used by donors in conjunction with an Instrument of Variation (as explained
above). And we add an investment return to the account balance!

For further details of all of Stewardship’s services and for additional resources, click
onto www.stewardship.org.uk

9 Summary

So what of those objections to using gift aid and other tax reliefs mentioned earlier?
Qur prayer is that this Briefing Paper has not only filled any knowledge gap but has
encouraged readers to look afresh the way that their own giving is organised.
Collectively, the opportunities are simply too big to ignore. Your charity need not miss
out!
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