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Retail Gift Aid – FAQs  
 

1. Introduction  
 

What is Retail Gift Aid? 

Gift Aid is a tax incentive run by the UK Government which allows individuals who pay income 

tax to make tax-effective donations to charity.  Gift Aid was originally established for cash 

donations. When donations are made by individual taxpayers, they are required to complete a 

Gift Aid declaration form, so that the beneficiary can claim an additional 25% of the value of 

the donation from HMRC. 

 

Retail Gift Aid works on the same principles but also requires the donor to sign an agency 

agreement which authorises the charity to act as an agent on behalf of the donor (who must 

be a UK taxpayer) and can, therefore, reclaim the tax from the net sale of those items, after 

commission and VAT have been deducted.  This adds 25% to the profit made by the charity 

shop when selling the item. 

 

What training materials are available? 

The definitive guidance on how to run a Retail Gift Aid scheme in your charity shop was 

produced by the Charity Retail Association (CRA) in conjunction with the accountancy firm BDO.  

It has been fully endorsed by HMRC and includes practical examples and tests.  The guidance is 

free for CRA members and can be accessed here: 

https://www.charityretail.org.uk/members/gift-aid/  

 

Charities who are not CRA members may purchase a copy for £495, and non-charities may 

purchase a copy for £995, by emailing: mail@charityretail.org.uk  

 

Where can I learn about changes and updates to Retail Gift Aid rules and policy 

guidance? 

The CRA will always keep members informed about changes to the rules surrounding Gift Aid.  

Check our website, member forums and sign up for our fortnightly newsletter to stay on top of 

all the news in the sector.  

https://www.charityretail.org.uk/members/gift-aid/
mailto:mail@charityretail.org.uk


 

What concessions has the CRA negotiated with HMRC? 

Like any financial system, Gift Aid rules need to be updated to take account of changes in the 

modern world.  Therefore, in 2015, HMRC entered into discussions with the CRA about how the 

guidance should be brought up to date. The CRA were able to win two big concessions for its 

members in these negotiations, namely: 

 

1. That charities are able to use email as the platform to contact Gift Aid donors.  This 

saves charities a considerable amount of money on printing and postage.  The 

requirement to write physically to donors who have not provided an email address still 

remains. 

 

2. That the system will continue to be “opt out” with the onus on donors to inform their 

chosen charity that they are no longer a tax payer rather than the charity having to 

receive positive reconfirmation every year. 

 

We believe that these changes made the scheme viable and saved our members millions of 

pounds in funds for their parent charities. 

 

What are the different Retail Gift Aid methods available? 

There are three ways charity shops can operate the Gift Aid process - the Standard Method, 

Method A and Method B. All methods require donors to sign a Gift Aid declaration and an 

Agency Agreement (which can be combined into one document, see below).  

 

Under the Standard Method an individual taxpayer takes goods to a charity shop and agrees 

that the shop will act as their agent in selling the goods.  The shop marks the goods in some 

way so they can be traced back to the donor.  After the goods are sold (but before the charity 

makes a Gift Aid claim) the charity shop must contact the donor and inform him or her of the 

net sale proceeds after sales commission has been charged.  If donors do not write back within 

21 days saying they wish to keep the proceeds of the sale then they can treat the net proceeds 

as a charitable donation. 

 

Another option for charities which directly run their shops is Method A.  Under this method, 

when goods are donated the individual agrees that any net proceeds from the sale of their 

items up to a stated set total (of a maximum of £100) will be kept by the charity without having 

to receive further notification.  However, if the proceeds of selling their goods exceed this 

amount the charity must contact the donor at the point this total is reached to confirm they 

can keep the additional amount. 

 

Method B is only for charity shops run by a separate entity such as a subsidiary trading 

company.  Here the donors must sign the Agency Agreement with the company and a Gift Aid 

Declaration with the charity.  Like Method A, the donor agrees that any net sale proceeds (after 

commission is charged) up to a stated set amount can stay with the charity as a donation but 

will need to be informed if money is raised over and above the set amount.  The maximum this 

can be is £1,000. 

 



 

What are end of year letters? 

In any given financial year, a donor must have paid enough income tax and/or capital gains tax 

to cover the tax relief claimed.  Therefore, HMRC require any charity shops operating Methods 

A or B to write to each of their Gift Aid donors at the end of the tax year stating the exact 

amount of Gift Aid claimed so that the donor can inform the charity if they do not have enough 

tax to cover or if their tax status has changed.  There is compulsory text that this letter must 

include and this can be found on the HMRC website. 

 

If on the Standard Method, do I still need to send end of year letters to all my donors? 

No.  Under the Standard Method donors are informed every time some of their goods are sold 

and so will have ample opportunity to inform the charity if their tax status has changed or if 

they are no longer paying sufficient tax to cover the gift aid claims on all donations they have 

made to any charity in the United Kingdom.  

 

 

2. Donors and donations 
 

What forms do I need to get Retail Gift Aid donors to complete? 

The donor must complete a Gift Aid Declaration to confirm that they are a UK taxpayer and are 

eligible to donate their items with Gift Aid.  A Gift Aid Declaration must: 

• state the donor’s name and home address with postcode 

• name the charity 

• identify the gift or gifts to which the declaration relates (for example, a particular 

donation or all donations) 

• confirm that the identified gift or gifts are to be treated as Gift Aid donations 

 

They must also complete an Agency Agreement confirming that the shop can act as their 

agents to sell the goods.  Standard examples of these forms are available from the CRA’s Gift 

Aid guidance website: https://www.charityretail.org.uk/members/gift-aid/.   

 

Can I use one form for the Agency Agreement and Gift Aid Declaration? 

The two forms can be combined into one document if all of the compulsory text from each 

form is included in that document. 

 

Can people ask to have back items that have been donated under Retail Gift Aid? 

Yes.  As the charity shop is technically only acting as an agent to sell the goods, these goods 

remain the property of the donor until sold.  When sold, the net proceeds generated by the 

sale also belong to the donor, until they donate this money to the charity.  When the donor is 

informed of the net proceeds of the sale of the goods before a Gift Aid claim can be made – the 

donor is entitled to take back some or all of this money if he or she chooses to. 

 

What is the minimum HMRC requires me to say when inviting a donor to register for 

Retail Gift Aid? 

Staff and volunteers signing up a new gift aid donor in store must remind the donor of their 

responsibilities under the system.  Specifically; that they must be a UK taxpayer with enough 

https://www.charityretail.org.uk/members/gift-aid/


tax to cover all donations made to UK charities in a given tax year; and that if they have 

insufficient tax to cover they may be asked to make up the shortfall by HMRC. 

 

What information do I need to retain on each of my donors and can this be electronic or 

hard copy? 

When making a Gift Aid claim you will need to have a clear audit trail leading back to the donor 

confirming that they have completed both a Gift Aid Declaration and entered into an Agency 

Agreement.  Records of each of these forms must be kept for six years under current 

regulations. 

 

What do I do if a Gift Aid declaration form goes missing? 

In the first instance, we would advise you to seek advice from HMRC.  The robustness of your 

existing procedures will be taken into account by HMRC when determining if the claim can be 

made with a new signed Gift Aid Declaration.  

 

 

3. Applying Gift Aid 

 

Can I claim Gift Aid on cash donations with a Retail Gift Aid Declaration? 

Yes.  A Gift Aid Declaration demonstrates that a donor is a UK taxpayer and eligible for Gift Aid 

in whether they donate goods or cash.  It is the Agency Agreement which is specific to Retail 

Gift Aid and required for all claims. 

 

Can I claim Retail Gift Aid on clothing I sell for rag? 

If you have robust procedures in place to ensure that items from Gift Aid donors are kept 

separate from other general donations going to rag you can claim Gift Aid on these items.  This 

is because, essentially, the same principles apply: the shop has acted as an agent and sold the 

items (to a rag merchant rather than a customer) on their behalf.  Most EPOS suppliers now 

have systems in place that will allow you to run a Gift Aid system on your rag sales.  

 

Can I claim Retail Gift Aid on eBay sales? 

In this example the shop is still acting as an agent but selling in a different manner.  Therefore, 

you can claim Gift Aid on the net proceeds of an eBay sale.  Robust processes must be in place 

to record these sales and the subsequent payment.  As Paypal charge a commission, this must 

be deducted from the sale price, along with the charities commission and VAT, before Gift Aid 

can be claimed. 

 

Can I claim Retail Gift Aid on furniture and electrical items? 

You can, but you will need to be careful that the items are sold in a similar state to when 

donated, i.e. have not been substantially improved or “upcycled”.   

 

 

  



4. Gift Aid and tax to cover 
 

What type of tax counts towards having enough tax to cover? 

The donor must have paid sufficient Income and/or Capital Gains Tax to cover the amount of 

Gift Aid claimed on all of their donations in any one tax year, wherever those donations have 

been made. 

 

Am I required to refund donors who have not paid sufficient tax to cover and received a 

shortfall demand from HMRC? 

No.  It is the responsibility of donors, not the charity, to ensure that they have enough tax to 

cover.  Donors who have not been charged sufficient tax to cover the Income Tax deducted 

from their Gift Aid donations are responsible for paying any difference.   

 

Some charities choose to cover these shortfalls themselves as a gesture of good will and to 

keep donations flowing in, but there is absolutely no compulsion to do so and this is not a 

procedure required by HMRC.  Therefore, any payments must be made to the individual 

directly, money cannot be sent to HMRC. 

 

Can I claim Retail Gift Aid on donations given on behalf of someone else? 

The Gift Aid system is based upon an individual’s status as a UK taxpayer.  Therefore, any 

goods subject to Retail Gift Aid must belong to the donor.  As a general rule the charity shop 

can rely on the donor’s word if they state that the goods belong to them, they are not expected 

to conduct an in-depth investigation into their ownership. 

 

This question may particularly arise as a result of the following scenarios: 

 

1. If a donor has recently inherited a large amount of goods and wishes to donate them 

this is completely acceptable as the ownership of the goods has now passed to them. 

 

2. If someone has complete power of attorney over an individual’s finances, and the 

donor has paid sufficient tax to cover, then they can sign a Gift Aid Declaration on their 

behalf.  The charity shop can accept the word of the person bringing the stock into the 

shop that they have power of attorney. 

 

3. In general, goods originating from the same household can be accepted as the 

property of the member of that household making the donation.  So if a husband brings 

a donation bag containing children’s toys and female clothing, the shop would have no 

obligation to sort the items and pull out those which they assume to be his wife’s or 

children’s.   

 

4. By contrast, shops should be on alert for donors who bring in large amounts of stock 

on behalf of a group of individuals of different households – such as a 

neighbourhood or church group.  The donor cannot sign a Gift Aid Declaration on 

behalf of such a group of people. 

 



5. You cannot make Gift Aid claims on donations of end of line stock or other items from 

commercial businesses as the Retail Gift Aid system relates to personal tax only. 

 

Am I allowed to fill out a declaration on someone else’s behalf? 

You can assist someone in filling out a form, if for some reason they are unable to do it 

themselves, but they must sign the agency agreement and declaration form themselves and 

understand the full implications of what will happen if they do not have sufficient tax to cover.  

 

Can a Gift Aid Declaration be transferred to a different individual?  

Gift Aid donor declaration forms and agency agreements cannot be transferred from one 

person to another.  The original registration would need to be cancelled and the new donor 

needs to complete the forms, and given their own unique Donor ID number. 

 

 

5. Auditing Retail Gift Aid 
 

How often do self-audits need to be done and what are HMRC looking for? 

Audits must be conducted periodically and a sample basis may be used by all charity shop 

chains running a Retail Gift Aid scheme.  The purpose of these is to ensure that all policies and 

procedures are being properly adhered to and correctly applied.  A record must be kept of the 

audit and its results and any problems identified must be shown to have been addressed. If 

problems are encountered it is advisable to contact HMRC. 

 

What is the process of a HMRC audit? 

HMRC has a legal responsibility to ensure any tax repaid to a charity is properly due and 

correctly calculated.  Therefore, from time to time, HMRC will carry out inspections on charity 

shops running a Retail Gift Aid scheme.  Specifically, they will be looking for a clear audit trail 

from donation of goods, through to sale and banking of the sale proceeds. If Gift Aid has been 

claimed the charity will need to be able to link the donation to a correctly completed Gift Aid 

declaration and agency agreement.  

 

So, make sure your filing system is always up to date!  

 

Can I use incentives with my team? 

Charity Retail Chains may collate data on Gift Aid sign up rates and other performance issues 

for management reviews.  However, there can be no incentive schemes in place which are 

directly linked to Gift Aid and HMRC believe such schemes have the potential to encourage 

shops not to follow Gift Aid processes correctly.  


