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CAF American Donor Fund
The CAF American Donor Fund (CADF), part of the international Charities Aid Foundation (CAF) Group, operates to provide a tax effective charitable giving solution for individuals who must make a US tax return including their UK income.
Individuals who are obliged to make a tax return in the US must include their foreign earnings if this exceeds (currently) $80,000 per annum.  This foreign income is subject to tax in the US however the tax liability will be relieved by any foreign tax paid, subject to double taxation agreements.  There is a UK/US double taxation agreement in place.
The issue is that a donation made outside of the US (that is not to a s501(c) Foundation) will be disallowed for US tax purposes.  Thus the Donor will have to pay tax in the US for a donation made in the UK.  Likewise, a donation made outside of the UK will be disallowed for UK tax purposes.  Again this is tax inefficient as any tax overpaid in the UK cannot be recovered in the US since the IRS will not refund tax overpaid in a foreign jurisdiction.
	 
	 
	 
	 
	 

	 
	A worked example
	
	
	 

	 
	
	
	
	 

	 
	Tax jurisdiction
	UK
	US
	 

	 
	Assume £1 = $2
	
	
	 

	 
	Assume a tax rate of 40%
	
	
	 

	 
	
	
	
	 

	 
	Illustrating the Problem
	
	
	 

	 
	
	
	
	 

	 
	Income
	£100,000
	$200,000
	 

	 
	Charitable Giving (disallowed in the US)
	£20,000
	$0
	 

	 
	Taxable Income
	£80,000
	$200,000
	 

	 
	
	
	
	 

	 
	Taxation arising (40%)
	£32,000
	$80,000
	 

	 
	Taxation paid/Double taxation relief
	-£32,000
	-$64,000
	 

	 
	Remaining tax liability
	£0
	$16,000
	 

	 
	
	
	
	 

	 
	Illustrating the CADF Solution
	
	
	 

	 
	
	
	
	 

	 
	Income
	£100,000
	$200,000
	 

	 
	Charitable Giving (via CADF)
	£20,000
	$40,000
	 

	 
	Taxable Income
	£80,000
	$160,000
	 

	 
	
	
	
	 

	 
	Taxation arising (40%)
	£32,000
	$64,000
	 

	 
	Taxation paid/Double taxation relief
	-£32,000
	-$64,000
	 

	 
	Remaining tax liability
	£0
	$0
	 

	 
	 
	 
	 
	 


Structuring is the key to the CADF product and service.  UK Law allows for a UK Charity to be controlled by non-residents.  CADF is owned 100% by CAFAmerica, a 501(c)3 Foundation registered in the State of Delaware, USA.  CAFAmerica has elected to make CADF a ‘disregarded entity’ for tax purposes.  Thus CADF’s payments and receipts are deemed to be CAFAmerica’s payments and receipts, and CAFAmerica can issue mirror US$ tax receipts for gifts made to CADF in the UK.

	 
	 
	 
	 
	 
	 

	 
	Charities Aid Foundation
	
	
	 

	 
	 
	
	
	Donations made to CADF are deemed to have been made to CAFAmerica
	 

	 
	CAFAmerica (a s501(c)3 Foundation)
	
	
	 

	 
	 
	
	
	
	 

	 
	owns 100% of
	
	
	 

	 
	 
	
	
	
	 

	 
	CAF American Donor Fund (UK Charity)
	
	
	 

	 
	
	
	
	
	 

	 
	a disregarded entity
	
	
	 

	 
	 
	 
	 
	 
	 


Cash Donations, GAYE and Share Donations

We accept cash donations (and recover Gift Aid where applicable).
Cash donations may be in Sterling, US Dollars and Euros.

We accept payroll deductions (GAYE) (where the full tax benefit is received upfront).

We accept donations of shares quoted on HMRC approved stock exchanges.  The gift of shares may offer a CGT saving.
We accept legacy distributions.
Gift Aid and Transitional Allowance

Where applicable, we recover Gift Aid and the Transitional Relief.
	 
	 
	 
	 
	 

	 
	Illustrating UK Giving, Gift Aid and Tax Relief
	
	
	 

	 
	
	
	
	 

	 
	Assume a CASH Donation of
	
	£8,000
	 

	 
	Gift Aid (25% of the amount donated)
	
	£2,000
	 

	 
	Actual value of Donation
	
	£10,000
	 

	 
	Transitional Relief (not available after 5 April 2011)
	
	£256
	 

	 
	Total amount received by the Charity
	
	£10,256
	 

	 
	
	
	
	 

	 
	Cash value of Donation
	
	£8,000
	 

	 
	Tax refund (at 50% marginal rate of tax)
	
	£3,000
	 

	 
	Cost to the Donor
	
	£5,000
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