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Dear Sir/Madam,

Approved Charitable Donations

Subject to certain limitations, a deduction is granted, for tax purposes under the
Inland Revenue Ordinance, for donations of money to charitable institutions or trusts of a
public character. As your organization has been granted tax exemption as a charitable
institution or trust of a public character, donations of money made to your organization will
be deductible.

It has, however, come to my knowledge that the donations shown in some receipts
issued by some tax-exempt charities are not in fact donations in the true sense of the word.
Very often, payments made for a grave space, services such as saying prayers, reservation of
a space for ancestral worship, admission tickets for film shows etc. are treated as donations
and receipts issued accordingly. This is, however, incorrect, as such payments are made
under a contractual obligation or in return for some direct advantage.

The word “donation” has not been defined in the Inland Revenue Ordinance.
However, it is the Departmental view that donation, in its ordinary sense, means a gift. To
constitute a gift, the property transferred must be transferred voluntarily and not as the result
of a contractual obligation to transfer it, and no advantage of a material character is to be
received by the transferor by way of return.

The purpose of the letter is therefore to remind you of the need to distinguish
donations from other payments when issuing receipts. Payments other than those which are
strictly gifts should not be termed as donations. On the other hand, you may state on your
receipts that donations may be tax deductible, but you must cross out such statement when
receipts other than donations in the true sense are acknowledged. In addition, please note
that the correct full official name of your organization must be printed on every donation

receipt.

Yours faithfully,

CHU YAM YUEN
Commissioner of Inland Revenue
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