Cancer Research UK response to ‘Strategy Complete’ (and
Institute of Fundraising) consultation on Payroll Giving

\ Background to Payroll Giving at Cancer Research UK \

Payroll Giving is an important income stream for Cancer Research UK. In 2006/2007
the income generated through Payroll Giving amounted to approximately £3.7 million.
Currently Cancer Research UK has over 51,000 donors supporting us through
Payroll Giving of which over 11,000 joined as new payroll givers last year. The
average monthly gift to Cancer Research UK through Payroll Giving is approximately
£6.00.

Cancer Research UK uses Professional Fundraising Organisations (PFOs) and
Payroll Giving Agencies (disbursement agencies or PGA’s). We employ PFOs to
promote Payroll Giving on our behalf and they charge a fixed fee for each donor
signed up. Cancer Research UK currently uses five PFOs — this is so that we can
cover maximum ground, both nationally and regionally. PFOs also have the
advantage of having existing relationships with corporate networks making it easier
for them to access companies in order to promote Payroll Giving. Cancer Research
UK recruits around 950 new donors per month — most of which are recruited by the
PFOs.

Every month employers send all Payroll Giving donations in bulk to the disbursement
agency. The disbursement agencies (such as the Charities Aid Foundation (CAF),
Charities Trust and South West Charitable Giving) act as the administrative middle
group between the company payroll and the receiving charities. They establish the
legitimacy of the donor’s nominated charity and handle the transfer of the money.
The disbursement agency will allocate each donor a unique number so that they can
track the donation and transfer it to the nominated charity.

From your perspective what are the advantages of Payroll Giving?

We believe that there are numerous advantages of Payroll Giving for the donor, the
corporate and the charity.

Charities

Payroll Giving provides a reliable and regular income stream for charities in a tax
efficient way for their supporters. Unlike Gift Aid, where the recent changes in income
tax rates will lead to significant decreases in future income, a donation by means of
Payroll Giving is made ‘gross’, and therefore the amount received by the charity will
not fluctuate with income tax rate changes.

Payroll Giving can also be a way for charities to access corporate networks and then
raise funds in other ways. In certain cases, employers will also match the donations
made by their employees. Since 2002, Cancer Research UK has been working with
the RBS Group and together with their employees, the RBS group has donated over
£2 million to Cancer Research UK.

As the tax relief is obtained by deduction from a payroll there is little risk of tax relief
being granted when it is not due. This is in contrast to Gift Aid where there is a risk
of incorrect claims resulting in the need for HM Revenue and Customs’ audits. As a
result of this charities can be required to repay substantial sums of Gift Aid, plus
interest, often years after the original Gift aid claim was made.



Donor/Employees

As the amount is taken from pre-tax salary, the donor contributes up to 40% less of
the total donation out of their own pocket. This makes Payroll Giving an extremely tax
efficient way of giving to a charity, particularly for those in the higher income tax
bracket. This is particularly so, now that the basic rate of income tax will be lowered
to 20% from 6 April 2008. For higher rate tax payers, Payroll Giving is particularly
attractive as it enables them to get higher rate tax relief immediately and without any
hassle. This is seen as particularly advantageous when compared to Gift Aid, where
many taxpayers do not claim the higher rate tax relief available because of the
administrative burden of completing a tax return to claim what can be relatively small
sums of money.

Anecdotal evidence also suggests that this form of giving feels psychologically less
painful to donors. Money is not taken out of their bank account but deducted before
they even have it. Donors also find Payroll Giving to be a hassle-free, non time-
consuming way of giving that is easy to set-up and requires no further administration.
Furthermore, it is seen as an added bonus that if they leave their jobs, there is no
commitment to continue giving or a bureaucratic termination procedure to comply
with.

It also gives the donor the opportunity to connect more with their employer— through
their company being more aware of, and engaging with, the donor’s favourite causes,
and by the employer matching charitable donations.

Corporates/Employers

Payroll Giving fits in with the corporate social responsibility agenda and is a simple
way for employers at little cost to them to improve their image and reputation — both
with the general public and with their own employees. Anecdotal evidence suggests
that offering Payroll Giving is seen as a benefit to employees and helps to boost staff
relations and morale, particularly as Payroll Giving allows employees to choose
which charitable cause they support. Quality marks and awards schemes help to
recognise companies that actively promote Payroll Giving in the workplace.
Companies are entitled to use a quality mark certificate and logo on their
communication materials and are eligible to enter into the National Payroll Giving
Awards.

It costs very little in terms of time or money to set up Payroll Giving in a company —
PFOs promote the scheme to employees at no cost to the company and are on hand
to offer advice and set-up toolkits for companies.

From your perspective what are the disadvantages of Payroll Giving?

We strongly believe that the concept of Payroll Giving is positive, but that problems
occur with the way Payroll Giving schemes have to be administered. Also, because
of the cost of using PFOs and PGAs or alternatively, the resources required to
promote Payroll Giving in-house, it may be that Payroll Giving is best suited to larger,
national charities.

Many of the perceived disadvantages of Payroll Giving arise from the nature of the
relationship between charities, PFOs and disbursement agencies. For example,
because there is no contract or agreement between the charity and disbursement



agency — when mistakes are made, disbursement agencies have no reason or
compulsion to rectify them quickly.

Also whilst PFOs pass details onto disbursement agencies monthly, disbursement
agencies are only legally required to disburse funds to the charity within 60 days.
However, there have been numerous occasions where disbursement agencies don't
pass on donations until up to 3 months after the donation has been made. Therefore,
the charity accrues less interest on donations and moreover, income trickles through
in a less reliable, haphazard way.

Outsourcing Payroll Giving also means that charities can have issues with data
capture — because of the involvement of various agencies, donor data can go
through five or six different places before reaching the charity. This increases the
likelihood of data getting lost. Cancer Research UK uses a number of different PFOs
and each PFO has its own sign up form. This affects the quality and consistency of
data capture at each stage. This makes it extremely difficult for charities to track and
monitor Payroll Giving donors. Moreover, it makes it challenging for charities to build
up supporter relationships and carry out further marketing.

Finally, the use of PFOs, who act for a number of charities, means that the promotion
of payroll giving can lack the passion and in-depth knowledge that a fundraiser acting
for a particular charity can bring.

In your view, what are the drivers of Payroll Giving?

We believe that the increased interest in corporate social responsibility can help to
drive take-up of Payroll Giving. Payroll Giving also fits in well with corporate
fundraising.

In your view, what are the barriers to an expansion of Payroll Giving?

Despite the advantages of Payroll Giving and the number of Government and sector
initiatives to promote it, Payroll Giving has not been as successful as hoped. We
believe there are a number of key reasons for this:

o There is a lack of awareness and promotion of Payroll Giving to the general
public.

0 There can be communication issues between payroll givers and charities — if
charities use PFOs, donors can be confused and/or discouraged by the
process and can feel detached from the charity cause.

0 Using PFOs and disbursement agencies can be a complicated and slow
moving process. However, the alternative (i.e. carrying out Payroll Giving in-
house) is perceived as risky, expensive and time-consuming, particularly for
smaller charities.

0 There is a lack of thorough and in-depth research into Payroll Giving.
Anecdotal evidence suggests that the profile of donors who use it is different
to that of other types of donors (such as committed givers).

What changes would you like to see in the Payroll Giving system and why?

1. A requirement for larger employers to offer Payroll Giving schemes and to
promote them to their employees



Employers over a certain size (for example those with more than 250 employees)
should be required to offer a Payroll Giving scheme and promote it to their
employees. This would increase awareness of Payroll Giving and drive-up donations.

2. More independent evidence building and research

We suggest that employers of listed companies should report the amount of Payroll
Giving to charitable causes by their employees, in their annual accounts. This will
increase data on Payroll Giving and will enable analysis of Payroll Giving trends.
Furthermore, making this data available will encourage companies to introduce and
promote Payroll Giving schemes. We believe that it is imperative that more research
is carried out into Payroll Giving and that the Government should commission more
independent research on Payroll Giving trends e.g. to determine average gift levels,
lapse rates, gender split.

3. Enabling Payroll Giving to be portable between jobs

Payroll Giving arrangements should be portable when an employee changes jobs.
This would significantly lower the attrition rate. For example, a P45 could have a tick
box to notify the new employer of a Payroll Giving commitment.

4. Stronger agreements between charities and agencies

Significant changes could be made to the agreements between charities, PFOs and
disbursement agencies. An agreement between disbursement agencies and
charities should outline basic standards of service, including a commitment to
transfer money to charities within a shorter timeframe. Ideally, we suggest the current
60 day period in which disbursement agencies are required to transfer money to
charities, be reduced. This would reduce the administrative burden on charities that
currently have to chase agencies for payment.

5. Use of standard forms used by Payroll Giving agencies
We would like to see the promotion of standard forms to be used by Payroll Giving

agencies. This would help charities to collate donor data and build better
relationships with supporters.

We would be happy to provide any further information or detail as required. Please
contact Mairi MacRae in the Policy Team at the Cancer Research UK Public Affairs
Department at mairi.macrae@cancer.org.uk, or on 020 7061 8498.




