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Preliminary Global Index and Report on Charity Law and Philanthropy Incentives 

 

To provide a platform for a proposed Global Campaign for a Culture of Philanthropy, Search for 

Common Ground and the Nexus Global Youth Summit have partnered with McDermott, Will & 

Emery LLP to produce a Global Index and report on the status of charity law in every United 

Nations member country.   

This preliminary report, published on November 13
th

, 2012, presents the findings for 30 countries 

of the Organization for Economic Cooperation and Development. 

The final report will be published in 2013 and will offer a global ranking of countries and their tax 

readiness for philanthropy. It will also serve as a reference and benchmark for civil society 

organizations to promote a United Nations resolution calling for a Global Campaign for a Culture 

of Philanthropy. 

The Index scores the philanthropic readiness of each country on a scale from 1 to 7 by answering 

the following questions and providing a brief summary. 

The 7 questions: 
1. Does the country have a tax system in place? 
2. If yes to 1, then does the country provide tax exemption for non-profits? 
3. If yes to 2, then does the country provide reporting requirements for non-profits?   
4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  (For 

example, are large organizations required to report more than smaller organizations?) 
5. If yes to 1, are there tax incentives in place to encourage philanthropy? 
6. If yes to 5, then do individuals and corporations have different incentives? 
7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 

creation of donor institutions? 

A positive answer to each question is worth one point.  For countries where legislation differs by 

jurisdiction, the report will only cover the country’s capital city.   

For more information about the report contact Jonah Wittkamper of Search for Common Ground 

at jwittkamper@sfcg.org and Toni Ann Kruse of McDermott, Will & Emery LLP at 

tkruse@mwe.com  
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Preliminary Ranking: 

 

Country Score 

 Australia 4 

 Austria 6 

 Belgium 7 

 Canada 7 

 Czech 

Republic 6 

 Denmark 7 

 Finland 4 

 France 7 

 Germany 6 

 Greece 5 

 Hungary 5 

 Iceland 4 

 Ireland 7 

 Italy 7 

 Japan 6 

 Korea 5 

 Luxemborg 5 

 Mexico 4 

 Netherlands 6 

 New Zealand 5 

 Norway 4 

 Poland 5+ (Incomplete) 

Portugal 5+ (Incomplete) 

Slovakia  5+ (Incomplete) 

Spain 6 

 Sweden 4+ (Incomplete) 

Switzerland 7 

 Turkey 4 

 United 

Kingdom 7 

 United States 7 

  

 

 

 



Country Summaries: 

 
 

 

Australia 

1. Does the country have a tax system in place? 

 Yes.  In Australia, on the federal level, tax is imposed on income, capital gains, fringe benefits, and 
customs duties, in addition there is a Goods and Services Tax (GST).  There are two federal tax 
administrations: (i) the Australian Tax Office (ATO), which administers taxes on income, capital gains, 
fringe benefits, and GST, and (ii) the Australia Customs Office, which administers duties or taxes on 
imports.  The ATO is the responsibility of the Federal Treasurer.  Land taxes, payroll taxes and stamp 
duties are imposed on the state or territory level; local administration varies widely by jurisdiction.  
 
2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes. Division 50 of The Income Tax Assessment Act 1997 (ITAA) exempts certain classes of non-
profit organizations (NPOs) from income tax. The exemption covers all income, however derived.  To be 
exempt from federal income tax, an organization must fall within one of the eleven exemption categories: 
(i) religious, scientific, charitable or public educational institutions; (ii) public and non-profit hospitals; (iii) 
hospital and medical benefits organizations; (iv) the thalidomide foundation; (v) trade unions and 
associations of employers; (vi) friendly societies; (vii) associations for musical purposes, art, science or 
literature; (viii) encouragement and promotion of games or sport and animal races; (ix) community 
service associations; (x) associations for the development of aviation, agriculture, pastoral, horticultural, 
viticultural, manufacturing or industrial resources of Australia; or (xi) a fund established by a will or trust 
for public charitable purposes or scientific research through a public university or hospital.   
  
 With respect to charitable institutions, Division 50 of ITAA provides some special exemption 
conditions.  A charitable institution can be entitled to exempt status if it meets at least one of three tests: 
(a) it has a physical presence in Australia and, to the extent it has a physical presence in Australia, it 
pursues its objectives and incurs its expenditures principally in Australia, and it is a deductible gift 
recipient; (b) it is an organization described in the income tax regulations, and it is located outside 
Australia and is exempt from income tax in its country of residence; or (c) it has a physical presence in 
Australia but incurs its expenditures and pursues its objectives principally outside Australia.   If a 
charitable institution meets at least one of the special exemption conditions, it may be entitled to 
exemption status. 
 
3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The Australian Charities and Not-for-profits Commission (ACNC), began its operations on July 
1, 2012.  The ACNC is responsible for determining the legal status of groups seeking charitable exemption 
status.  NPO’s are required annually to self-assess whether they fall within one of the eleven exempt 



categories.  Generally, the self-assessment does not require reporting.  A worksheet is available for the 
NPO to complete and keep for their records (i.e., NAT 74141) 
  
 Importantly, if an NPO is a charity or an income tax exempt fund (ITEF), it cannot self-assess, and 
must be “endorsed” by the ATO in order to be exempt from income tax.   If the organization is a charity-
type of exempt entity (charitable institution or charitable fund), it will need to be endorsed as a tax 
concession charity (TCC).  If the organization is both a charity and non-charity type of exempt entity, it still 
needs endorsement. 
 
 Organizations seeking endorsement as a TCC or ITEF need to use a TCC/ITEF endorsement 
application pack.  An endorsement applicant pack includes an application form (i.e., NAT 10651, 
Application for Endorsement as a Tax Concession Charity or Income Tax Exempt Fund), instructions on how 
to complete it (i.e., NAT 10652, Instructions for Endorsement as a Tax Concession Charity or Income Tax 
Exempt Fund), and the publication (i.e., NAT 7967, Income Tax Guide for Non-Profit Organizations).1 
  
 There are some special exemption conditions for charitable funds. To be entitled to endorsement, 
all charitable funds must be applied to the purposes for which they were established. Some funds will also 
need to meet further tests; this depends on whether the charitable fund was: (i) established by or prior to 
July 1, 1997, and if so, what assets it has received since that date, or (ii) established in Australia after July 
1, 1997.   
  

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

 No.  Qualified tax-exempt organization’s reporting requirements are based on whether they have 
to apply for endorsement, and this does not depend on the size of the organization.  Whether an NPO is 
required to apply for endorsement with the ATO depends upon whether or not the NPO is a charity or 
ITEF.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Australia provides charitable deductions for federal income tax purposes.  Classes of 
organizations and specifically named organizations described in Division 30 of the ITAA can be the 
recipients of tax deductible gifts, some subject to further conditions.2  Generally every person, whether an 
individual, the trustee of a trust estate or superannuation fund, a partnership or a company, and whether 
a resident or non-resident of Australia, is entitled to a deduction from assessable income for individual 
gifts of AUD $2 or more made during the financial year to nominated funds, authorities, institutions, or 
bodies or classes of them, or specified persons. Gifts of property are required to have a value over AUD 
$5,000 as valued by the Commissioner of Taxation. Gifts of shares traded on a public stock exchange are 
now deductible even if under AUD $5,000 in value. 

                                                 
1 Australian Taxation Office, Non-profit Endorsement Applications, available at http://www.ato.gov.au/non-
profit/content.aspx?menuid=0&doc=/content/46645.htm&page=2#P20_799. 
2 Income Tax Assessment Act div. 2. 



 There is generally no cap for the gift deduction, with the exception that the deduction must not 
cause an overall tax loss. As a further incentive to encourage philanthropy, beginning on July 1, 2002, 
donors have been permitted to spread all deductions over a five-year period. 

 Significantly, in Australia gifts to a charity are deductible by the donor for income tax purposes 
only if they are to an endorsed charity, approved and listed by the ATO. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No.  The ITAA does not make a distinction between individuals and corporations.  However, it 
appears that most companies claim “gifts” or “sponsorships” as a cost of doing business which is tax 
deductible, rather than claiming a deduction as a gift.  Literature provides that under the Australian 
system, it is significantly easier to claim these “gifts” as business expenses (a business can provide funds 
to a much wider range of organizations) than to prove that they are gifts (which must flow to a restricted 
class of organizations). 
  
7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 

creation of donor institutions? 

 No.  Australia has no estate or inheritance tax.  However, assets acquired from an estate may be 
subject to capital gains tax.  An income tax deduction against the income of an estate is allowable for 
donations to qualified NPO’s.   

FINAL SCORE:  4 



 

Austria 

1. Does the country have a tax system in place? 

 Yes.  In the Republic of Austria (“Austria”), tax is imposed on personal and corporate income and 
there is a value added tax (VAT).  A local tax (“Kommunalsteuer”) is imposed on the gross amount of 
wages by federal law, but assessed and collected by the municipalities. There also exists a capital duty 
(“Gesellschaftssteuer”) which is a duty chargeable on contributions of capital to companies.  Austria also 
imposes a real property transfer tax.  Estate and gift taxes were abolished in 2008.  The supreme authority 
of Austria’s fiscal administration is the Federal Ministry of Finance. Taxes are administered by the local tax 
offices. Some of the tax offices do have additional duties (e.g., for corporate income tax or assessment of 
taxpayers with restricted tax liability). 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  In Austria, tax benefits are granted to entities serving tax-privileged purposes, i.e., public-
benefit purposes, charitable purposes, or religious purposes. An entity serves public-benefit purposes if its 
activity is dedicated to the advancement of the general public in spiritual, cultural, moral or material 
aspects. Charitable purposes include all activities dedicated to support persons who are in need. Religious 
purposes include activities dedicated to the advancement of legally recognized churches and religious 
communities.  Such purposes need to be pursued exclusively and directly.  Fundamental principles are 
defined in Sections 34 to 47 of the Austrian Fiscal Code and are applicable for all Austrian taxes. The 
special tax laws (e.g., Austrian Corporate Income Tax Act) contain the various tax privileges but refer to 
the Austrian Fiscal Code regarding the requirements that need to be fulfilled. Austrian tax law provides 
that tax-privileged entities may only be corporations within the meaning of the Austrian Corporate 
Income Tax Act, which include stock corporations, limited liability corporations, cooperatives, 
associations, foundations and trusts. 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The fulfillment of the requirements for tax exemption are monitored by the local tax offices 
which are responsible for the respective non-profit entity on an ongoing basis. There is no assessment of 
the tax-privileged status which is binding for the following fiscal years. The local tax office rather 
determines the nature and scope of the tax privileges on a charity’s income or profits in the assessment 
procedures for each single year and each type of tax separately.  

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

 Yes.  Although there are no specific reporting requirements for non-profits, size sensitive 
bookkeeping and accounting requirements have to be observed. Accounting and bookkeeping 
requirements not only arise from general commercial regulations and the Austrian Fiscal Code but also 
from specific regulations for the respective legal form of a non-profit (e.g., under Section 22 paragraph 2 
of the Austrian Association Act associations with ordinary revenues or expenditures of over three million 
Euros or an amount of received donations of over one million Euros p.a. within two consecutive years 
have to compile an extended annual financial statement comprising a balance sheet, income statement as 
well as the notes to the annual financial statements.) 



5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes. However, the only donations which are deductible for Austrian income tax purposes are 
those to organizations approved by the Austrian tax authorities, (e.g., organizations dedicated to 
charitable purposes, development aid and disaster relief, dedicated to research and/or teaching and 
dedicated to environment protection, nature protection and protection of species and operation of 
animal shelters). A list of organizations entitled to receive tax privileged donations is published on the 
internet by the Federal Ministry of Finance.1 In each calendar year, a taxpayer may deduct (i) up to 10 
percent of the sum of his income in the previous year or (ii), if an individual makes a donation from his 
business assets, up to 10 percent of the profit of the last financial year.  

6. If yes to 5, then do individuals and corporations have different incentives? 

 No.  For corporations the requirements and limitations for the deductibility of donations for 
corporate income tax purposes are more or less like the requirements described above for individuals.  

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Gift and estate tax were abolished in Austria in 2008, however, transfers to private 
foundations and similar trusts are subject to taxation pursuant to the Foundation Receipt Tax Act 
(“Stiftungseingangssteuergesetz”). In the case of an inter vivos donation to an entity (in Austria or the 
European Union / European Economic Area) serving public-benefit, charitable or religious purposes no tax 
is imposed. 

FINAL SCORE:  6 

                                                 
1 Federal Ministry of Finance, Liste der Begünstigten Spendenempfänger, http://www.bmf.gv.at/Service/allg/spenden/show_mast.asp. 



 

Belgium 

1. Does the country have a tax system in place? 

 Yes.  On the federal level, Belgium imposes corporate and personal income taxes, a legal entities 
tax, withholding taxes on real estate and other property, excise taxes, and environmental taxes.1  In 
addition to the direct tax structure, the government also imposes a value added tax (VAT).  The 
Department of the Federal Public Service Finance administers the tax collection regime. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Belgium generally exempts non-profits2 from corporate income tax (CIT).     

Instead of the CIT, non-profits are taxed under a regime known as the “legal entity tax” or “legal 
entity income tax” (LEIT).  Unlike the CIT, the LEIT does not tax annual net income; instead, the LEIT taxes 
three specific categories of income: (1) real estate income, (2) income from capital and movable property, 
and (3) other miscellaneous forms of income.3 

Belgium also provides exemptions from the VAT which may apply to non-profit organizations as 
they are based primarily on cultural and social benefit considerations.4  In addition, non-profits involved in 
health care, child care, education, sport, and cultural are exempt from certain regional business taxes.5 

Charitable institutions are exempt from paying import duties.6 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

Yes. There are reporting requirements for small, medium, and large organizations (referred to in 
the official English translations as “small,” “large,” and “very large”).7  

As noted above, non-profits generally are exempt from the CIT, but the tax office reserves the 
right to audit organizations and disqualify them of the exemption if they are engaged in profit-making 
activities.8 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

                                                 
1 Federal Public Service Finance, Tax Survey (Jan. 2012), 
http://docufin.fgov.be/intersalgen/thema/publicaties/memento/pdf/TS2012_V01_entire.pdf. 
2 “Association sans but lucrative” (ASBL)/ “Verenigingen zonder wistoogmerk” (VZW), also abbreviated ASBL/VZW.  
3 Id. at 117.  For more information on the miscellaneous types of income, as well as citations to the Belgian tax code and rates for real estate 
income and other property under the LEIT regime, see Anton van Zanteek and Joris Draye, The Belgian Private Foundation, 18 Trusts & Trustees 
509, 509-517 (July 2012). 
4 Belgian Value Added Tax Code art. 44 § 2. 
5 See, e.g., Brussels-Capital Region Portal, http://brussels.irisnet.be/working-and-doing-business/taxes/taxes/regional-tax-for-businesses-and-the-
self-employed. 
6 Id. at 213. 
7 National Bank of Belgium, Belgian associations and foundations, http://www.bnb.be (follow “Central Balance Sheet Office” hyperlink, then 
follow “Filing annual accounts” hyperlink, then follow “Which companies have to file accounts” hyperlink).  
8 Federal Public Service Finance, supra note 1, at 75. 



Yes. The reporting requirements vary based on whether an organization is considered small, 
large, or very large.   

Small organizations (“les petites associations”) have relaxed reporting requirements consisting of 
reports of cash expenses and cash receipts and a simplified balance sheet detailing assets and liabilities.9  
A small organization is one that, at the end of the financial year, has (1) fewer than five full-time 
employees, total revenue, excluding VAT, of less than €250,000, and (3) less than €1,000,000 in total 
assets.10 

Large organizations (“les grandes associations”) must conduct an annual audit but can submit 
their report in an abbreviated format.11  A large organization meets at least two of the following criteria: 
(1) at least five full-time staff, (2) €250,000 in revenue, excluding VAT, (3) €1,000,000 in total assets.12 

Very large organizations (“les très grandes associations”) must hire an external auditor to conduct 
an annual audit and are not allowed to use the abbreviated format for reporting.13  Very large 
organizations must meet the following criteria: (1) more than 100 full-time employees, (2) or meet two of 
the following; (a) more than 50 full-time employees, (b) more than €6,250,000 in total revenues, 
excluding VAT, or (c) more than €3,125,000 to total assets.14 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

Yes.  The national government allows income tax deductions for both individuals and 
corporations to Belgian charities as well as to charitable organizations within the European Economic Area 
(EEA). 

6. If yes to 5, then do individuals and corporations have different incentives? 

Yes.  Individuals can claim deductions for up to 10 percent of their taxable income (up to a 
maximum of €250,000), while corporations can claim up to 5 percent of taxable income (up to a 
maximum of €500,000).15 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

                                                 
9 Service Public Federal Justice, Le Nouveau Regime Comptable des Petites Associations, ch. 3, http://justice.belgium.be (follow “Publications” 
hyperlink; then follow “Le nouveau regime comptable des petites associations” hyperlink). 
10 Id. at ch. 1. 
11 Service Public Federal Justice, Le Nouveau Regime Comptable des Grandes et Tres Grandes Associations, 8, http://justice.belgium.be (follow 
“Publications” hyperlink; then follow “Le nouveau regime comptable des grandes et tres grandes associations” hyperlink). 
12 Id. 
13 Id. 
14 Id. 
15 Edoardo Traversa and Barbara Vintras, Taxation of Charities: Belgian Report, 6, available at http://www.eatlp.org (follow “Documents” 
hyperlink; then follow “Rotterdam (2012)” hyperlink; then follow “Annual Meeting Rotterdam (2012)” hyperlink; then follow “Belgium” hyperlink) 
(last visited July 23, 2012). 



 Yes. If the deceased was resident in Belgium at the time of his or her death, inheritance tax is 
levied on his or her worldwide net property (i.e., the value of all movable and immovable property 
situated in Belgium and abroad less the amount of debt on such property). If the deceased was resident in 
the EEA at the time of his or her death, inheritance tax is levied on the value of the immovable property 
situated in Belgium, less the amount of any debts related to the property. If the deceased was resident 
outside the EEA, such deduction of debts is not allowed.16 

 
Each of the three regions (Flanders, Brussels, and Wallonia) of Belgium administers its own 

separate inheritance and gift taxes under its own regulations and rates.17  The standard rates for gift and 
inheritance tax purposes range from 30 to 80 percent.  The preferential rate for lifetime gifts to charities 
is 7 percent and the preferential rate for bequests to charities ranges from 5.5 to 25 percent, based on the 
region and type of organization. 
  
FINAL SCORE:  7 

 
 

                                                 
16 Belgium – Individual Taxation, Country Surveys IBFD.  
17 Eduardo Traversa, supra note 15, at 9 – 15.  For a general overview, see the Royal Federation of Belgian Notaries’ explanation of the three 
different systems, http://www.notaire.be (follow “Donations & Successions” hyperlink; then follow “Droits de succession” hyperlink; then follow 
“Association, fondations… - Droits de succession réduits” hyperlink).  



 

Canada 

1. Does the country have a tax system in place? 

 Yes.  The federal government of Canada taxes income, capital gains, goods and services, and 
payroll.1  Canada does not impose a gift or estate/inheritance tax.  Rather, it imposes capital gains taxes 
on gifts and estates to the extent the transferor has unrealized appreciation in the property transferred 
(known as “capital gains at death” for transfers at death).  Canada’s tax on goods and services is similar to 
a value added tax (VAT), but called a goods and services tax or (“GST”).  Federal tax administration and 
the distribution of federal benefits is the responsibility of the Canada Revenue Agency (the “CRA”).2 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  To be exempt from federal income tax, an organization must be a registered charity, 
government owned entity, or a non-profit corporation organized and operated exclusively for non-profit 
purposes, including scientific research.3 Non-profits do not have to pay income tax, but registered 
charities can also issue receipts for donations making those donations tax deductible.4  All organizations 
that want to be registered as a charity must ensure that their purposes are directed to the public benefit.5  
Although the authority for regulating charities falls mainly to the provincial authorities, the federal 
government has considerable control over charities through its power of taxation.6  
 
3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Every registered charity must file a T3010 within six months after the charity’s year-end.7  
The registered charity must keep other records.8  If the form is not filed, within a few months the charity 
will be deregistered, meaning it can no longer issue receipts for deductible charitable deductions.  The 
T3010 is filed with the Charities Directorate of the CRA.9  A charitable organization must be exclusively 
devoted to charitable activities; no personal benefit can be conveyed and insiders must deal at arms-
length.10 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

                                                 
1
 This memorandum does not address taxation at the provincial or territorial level. 

2 Canada Revenue Agency, Report on Plans and Priorities, http://www.tbs-sct.gc.ca/rpp/2010-2011/inst/nar/nar-eng.pdf. 
3 Income Tax Act s. 149(1)(f).  
4 Library of Parliament, Charitable Purpose, Advocacy and the Income Tax Act, available at 
http://www.parl.gc.ca/Content/LOP/researchpublications/prb0590-e.pdf. 
5 Canada Revenue Agency, Guidelines for Registering a Charity: Meeting the Public Benefit Test, http://www.cra-arc.gc.ca/chrts-
gvng/chrts/plcy/cps/cps-024-eng.html. 
6 Constitution Act s. 92(7). 
7 Income Tax Act s. 149.1(14). 
8 Id. at s. 230(2). 
9 Charity Filing Guide, http://www.charityfilingguide.ca/en/submitting%20the%20forms/index.html#five.  
10 Income Tax Act s. 149.1(1); see also Canada Revenue Agency, How Does a Registered Charity Keep Its Status, http://www.cra-arc.gc.ca/chrts-
gvng/dnrs/rgltn/rgstrd5-eng.html. 



 Yes.  Although all registered charities must file, different thresholds apply for filing different 
schedules to the T3010.11  For example, if the charity’s annual revenue is less than $100,000 and assets 
not used for charitable purposes are less than $25,000 in value, the charity need not file the detailed 
financial information required by Schedule 6.12 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Canada provides a tax credit for income tax purposes for gifts to registered charities. 13 The 
first 200 Canadian Dollars (“CD$”) of donations produces a 15% rate credit.  Gifts in excess of CD$ 200 
produce a 29% rate credit.  However, an annual limit on creditable donations applies based on the 
donor’s income of generally 75% of net income (without regard to the charitable gift).  Such credits are 
allowable for contributions of cash and property to registered charities.  Because Canada treats the 
disposition of property by gift as subject to capital gains taxes, the 75% rule is modified to allow a 
deduction for up to 25% of the gains or recapture resulting from the taxation of the gift.  Generally 
donations to foreign charities are not deductible for Canadian purposes; however, a number of exceptions 
apply: those foreign charities to which the Canadian government has donated, those designated by her 
Majesty, to the United Nations and those allowed by treaty, for example, the US-Canada Treaty in limited 
circumstances.14 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Corporations may claim deductions for charitable contributions, in cash or other property to 
(or for the use of) registered charities as well as certain other charitable organizations.15  Corporations 
and individuals share the same income limits on the deductibility of gifts, but corporations are allowed a 
deduction, while individuals are allowed a tax credit. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Canada imposes capital gains taxes on the transfer of property by gift during life or at death, 
rather than an inheritance or estate tax.  Charitable gifts designated by Will generally are fully deductible 
in the final life return of the decedent (with a one year carry-back) up to 100% of income.  Where the 
identity of the charity is unspecified or the gift amount depends on facts determinable after death, the 
charitable deduction is allowed in the return for the follow-on estate or trust, rather than the decedent’s 
final life return. 

 

FINAL SCORE:  7 

                                                 
11 See, e.g., Charity Filing Guide, http://www.charityfilingguide.ca. 
12 Charity Filing Guide, T3010-1 Decision Points, 
http://www.charityfilingguide.ca/en/introducing%20the%20forms/introducing%20form%20T3010.html#three. 
13 Income Tax Act s. 118.1. 
14 See, e.g.,Canada Revenue Agency, Charities in the International Context, http://www.cra-arc.gc.ca/chrts-gvng/chrts/ntrntnl-eng.html. 
15 Income Tax Act s. 110.1(1)(a). 



 

Czech Republic 

1. Does the country have a tax system in place? 

 Yes.  In the Czech Republic, individuals pay income tax at a flat rate of 15 percent.  The rates of 
corporate income tax are 5 percent and 19 percent.  Property tax applies to land and buildings.  Most 
goods and services are subject to value added tax (VAT) at the basic rate of 20 percent, although there is a 
reduced VAT rate of 14 percent for food products and health care and social services.  Beginning January 
1, 2013, there will be only one VAT rate of 17.5 percent applicable to all goods and services.   

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Certain types of organizations generally are exempt from inheritance and gift taxes: 
foundations and funds; public benefit corporations (PBCs); registered churches and religious 
congregations; and other juridical persons with a seat in the Czech Republic established to undertake 
activities in the fields of culture, education, the protection of young persons, science, research, 
technological development, learning, health care, social care, ecology, the protection of endangered 
animals, physical training, sport, the training of children and youth, and voluntary fire protection.  

 The Income Tax Law generally excludes from income taxation the income of a not-for-profit 
organization (NPO) earned in connection with the pursuit of its statutory activities, provided that the 
income is less than related expenses.  Income derived from subsidies and grants provided by the state, 
regional and communal public budgets, as well as from the budgets of the EU and other countries is 
exempt from taxation.1  Income from advertisements and facility rentals is subject to taxation but the 
income from membership fees as defined in the statutory documents of an association is exempt from 
income tax.2   

 A special exempt category is also reserved for yields resulting from economic use of a property 
that is part of the protected endowment of a foundation.  These yields are fully exempt from income tax.3 

 The income tax law also provides that NPOs are generally not required to pay income tax on 
interest on current accounts, state subsidies, and other income from their statutory activities, provided 
that the expenditures exceed the income from the activity.4  Foundations, funds, PBCs, and other public 
benefit NPOs are also generally exempt from the tax on donations.5 

 Income from profit-yielding economic activities that is related to the statutory purposes of an 
NPO is subject to a reduced tax.  All related income is fully exempt from income tax up to CZK 300,000.  
Total revenues (i.e., income minus related expenses) at the end of fiscal year that exceed this amount are 

                                                 
1
 Income Tax Law art. 18(4)(b). 

2 Id. at art. 18(3). 
3 Id. at art. 19(1)(r). 
4 Id. at art. 18(4). 
5 Tax on Donations art. 20(4). 



reduced before taxation by 30 percent or CZK 1,000,000 or whichever is less, provided that the proceeds 
are used for statutory public benefit activities within three years of accrual and other conditions are met.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The Czech Republic has extensive laws governing non-profits, their activities and their boards 
of directors or governing members.  These provisions are contained in Act No. 227/1997 on Foundations 
and Funds (“Law on Foundations”), as amended by Act No. 158/2010. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 Unclear.  The Law on Basic Registers, which became effective on July 1, 2010, creates certain 
reporting obligations relevant to the economic activities of NPOs.   NPOs must maintain their accounting 
records in such a way that income and related expenditures subject to the income tax are separate from 
income and related expenditures not subject to or exempt from the tax.  The law of Foundations likely 
also creates certain reporting requirements, however, access to the text of these laws was not available.   

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Individuals can deduct the value of the charitable contributions from their tax base, if the 

overall value of the charitable contributions in the tax period is greater than 2 percent of their tax base or 

is a minimum of CZK 1,000.  A maximum of 10 percent can be deducted from the tax base.6 

  

 For legal entities, if the value of the charitable contributions is a minimum of CZK 2,000, the value 

of the charitable contributions can be deducted from the tax base of the legal entity.  A maximum of 5 

percent can be deducted from a previously reduced tax base.  This deduction is limited to taxpayers that 

are established for business purposes.7  

 
6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  See above. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  The rate of the inheritance tax and gift tax range from 0.5 percent to 40 percent depending 
on the relation between the deceased/donor and the beneficiary (heir or donee).  Note, however, that 
any properties inherited by children from their parents are not subject to taxation.   

FINAL SCORE:  6 

                                                 
6 Income Tax Law art 15(5). 
7 Id. at art. 20(8). 



 

Denmark 

1. Does the country have a tax system in place? 

 Yes.  Denmark has a progressive tax system including direct and indirect taxes. Direct taxes are 
deducted directly from a person’s income in the form of income tax and there are three different income 
tax brackets (bottom-bracket; middle-bracket; and top-bracket).  Indirect taxes are levied on goods and 
services and include value added tax (VAT), customs, green taxes and excise duties.1 The tax rate in 
Denmark is one of the highest in the world, as a result of the very large public sector workforce. The 
Danish tax authority is called the SKAT.2 This is the state authority through which the Danish Treasury 
calculates and collects taxes.  

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes. There are no general provisions in Danish law applicable solely to non-profit activities. 
Rather, in Denmark, any type of entity (i.e., a corporation, an association, a religious society, a foundation, 
etc.) can engage in non-profit, public benefit or charitable activities. Depending on the classification and 
circumstances, certain special tax privileges may apply.  

 In Danish, the term ‘almennyttig’ (translated into English as ‘public benefit’) is used to describe 
non-profit or charitable activities in general. This term is used in a number of provisions of Danish tax 
legislation, but it is not specifically defined. Instead, ‘almennyttig’ is generally understood to encompass 
three categories of public benefit purpose: (i) an entity is considered to have a public benefit if its assets 
are used to further the interests of persons or groups in economic need; (ii) any purpose that is generally 
accepted by the population as a public benefit purpose will qualify; and (iii) religious societies or entities 
of a religious nature will be considered as public benefit organizations.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. Depending on the underlying status of the public benefit organization, it may need to comply 
with its statutory reporting requirements. For example, Danish corporations must submit to the Danish 
Commerce and Companies Agency a copy of the audited and adopted annual report within four months 
of the end of the company’s financial year3 and tax returns must be filed within six months of the end of 
the fiscal year.4 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

                                                 
1 SKAT, Tax in Denmark: An introduction – for new citizens (November 2005), available at http://www.skat.dk/getFile.aspx?Id=52797. 
2 http://www.skat.dk/. 
3 Danske Bank, Legislative Framework, 
http://www.danskebank.com (follow “Governance” hyperlink; then follow “Statutory provisions” hyperlink; then follow “Legislative framework” 
hyperlink). 
4 Deloitte, Denmark Highlights 2012, available at 
http://www.deloitte.com/assets/Dcom-
Global/Local%20Assets/Documents/Tax/Taxation%20and%20Investment%20Guides/2012/dttl_tax_highlight_2012_Denmark.pdf. 



  Yes. As with question 3, this depends on the underlying status of the public benefit organization, 
and the requirements vary. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

  Yes. The SKAT provides an income tax deduction for individuals of up to DKK 14,500 for donations 
to charity organizations. In addition, the Danish Act on VAT contains a number of VAT exemptions. These 
exemptions cover public benefit and non-profit organizations, including those with philanthropic aims. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  There is no deduction for donations to charity organizations available to corporations. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes. Donations made by an estate are exempt from inheritance tax, provided the donation is 
made to a foundation or association which uses the donation to further its public benefit purposes. 

FINAL SCORE:  7 



 

Finland 

1. Does the country have a tax system in place? 

 Yes.  The Finnish state imposes taxes on income of individuals and organizations, on inheritances 
and gifts, on sales and additions of value to consumer products, on transfers of real estate and securities 
and on imports of alcohol, tobacco, liquid fuel and soft drinks.  A tax on real estate is imposed on the 
municipal level.  Taxes on income are also imposed by municipalities and churches.  The primary state 
taxing authority is the Tax Administration and the national Board of Taxes under the Ministry of Finance.  
The National Board of Customs administers the taxation of imports and of some vehicles; other vehicle 
taxes are administered by the Vehicle Administration or the National Board of Taxes.  Municipalities have 
their own tax administrations.1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Some exemption.  Non-profit organizations are exempt from some income taxes, but are still 
liable for tax on income with respect to “business profits,” including sales proceeds for retail sales and 
sales of investments and business assets, compensation for services performed, and dividends or interest 
received with respect to investment assets.2 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Generally, no.  Most Finnish non-profit-making organizations are organized as associations or 
foundations organized to promote the public good, and are generally not required to file income tax 
returns.3  Foundations may be subject to audit requirements.4 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

 No.   

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Very few.  Finland offers no income tax incentives of any kind to individuals for donations to non-
profit or charitable organizations.  Corporations may deduct donations made for the promotion of 
science, the arts, or Finnish cultural heritage, but deductibility is limited depending on the donee.  
Donations to a European Economic Area (“EEA”) state, a publicly funded university in the EEA, or a 
foundation or fund linked to such a state or university are deductible up to €250,000; such donations to 

                                                 
1 Anders Colliander, Ministry of Finance, Taxation in Finland 2009 (2009). 
2 Id. at 27. 
3 Finnish Tax Administration, How to complete a tax return - companies and organisations, http://www.vero.fi/en-US (follow “Companies and 
organizations” hyperlink; then follow “How to file income tax returns” hyperlink under heading “Declaring and paying”) (last visited Jul. 3, 2012). 
4 National Board of Patents and Registration of Finland, Supervision of Foundations, http://www.prh.fi/en/saatiorekisteri/saatiovalvonta.html 
(last visited Jul. 3, 2012). 



an organization nominated by the Finnish National Board of Taxes as a deductible recipient are deductible 
up to €50,000; all other such donations are deductible only up to €25,000.5 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Although Finland offers no income tax incentives for charitable donations to individuals, 
corporations may deduct certain limited donations as detailed above. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  The state imposes gift and inheritance taxes on lifetime and testamentary transfers where 
either the donor or the recipient is a resident of Finland, or where the property transferred is real estate 
located in Finland.6  In each case, the tax is paid by the recipient.  Non-profit-making organizations are 
exempt from both the gift and inheritance taxes.7   

FINAL SCORE:  4 

                                                 
5 Colliander, supra note 1, at 59. 
6 Id. at 83-85. 
7 Id. at 84-86. 



 

France 

1. Does the country have a tax system in place? 

 Yes.  In France, the federal government imposes taxes through the General Directorate of Public 
Finance, part of the Ministry of Economy and Finance.  The General Directorate (accessible through its 
website www.impots.gouv.fr) levies taxes on corporate and personal income, property, payroll, net 
wealth, inheritance, and gifts.1  France also has a value added tax (VAT).  In addition, some localities 
charge local business taxes.2   

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  An association, public utility foundation, or corporate foundation is exempt from corporate 
income tax if: (1) its directors/management do not have a financial stake in the organization’s success, (2) 
its activities are predominantly non-commercial and not-for-profit, and (3) its annual revenue from 
commercial activities does not exceed €60,000.3  In addition, non-profits are eligible for reduced tax rates 
(24 percent, 15 percent, or 10 percent) on capital gains.4   

 Qualifying non-profits are also exempt from the VAT if (1) their revenue does not exceed €60,000 
per year, (2) their directors/management do not have a financial stake in their success, and (3) they are 
not competitors in the marketplace with for-profit companies.5 

Finally, non-profit associations are eligible for annual tax relief of €6,002 on the tax payable on 
wages paid (2011 amount).6   

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

Yes.  Associations and foundations that receive more than €153,000 in donations or government 
grants annually must hire an auditor, conduct an audit, and submit financial statements (an income 
statement, balance sheet, and a supplement/annex7) and the auditor’s report to the Directorate of the 
Official Journal (“Direction des Journaux Officiels”) within three months of receiving confirmation that its 

                                                 
1 France – Corporate Taxation, Country Surveys IBFD; Ministere de L'Economie des Finances et de L'Industrie, The French Tax System (July 31, 
2011), 50, available at http://www.impots.gouv.fr/portal/deploiement/p1/fichedescriptive_1006/fichedescriptive_1006.pdf. 
2 Known as the “cotisation sur la valeur ajoutee des enterprises” (CVAE) and the cotisation fonciere des enterprises” (CFE). 
3Code général des impôts [CGI] art. 206, available at http://www.legifrance.gouv.fr (follow “les codes en vigueur” hyperlink; then choose “Code 
général des impôts” in the drop down menu next to “Nom du Code”) (last visited July 23, 2012). 
4 Ministere de L’Economie des Finances et de L’Industrie, supra note 1, at 12. 
5 CGI, supra note 3, at art. 261. 
6 Ministere de L'Economie des Finances et de L'Industrie, supra note 1, at 42. 
7 Code de commerce art. L612-4, available at 
http://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000005634379&idArticle=LEGIARTI000006235079&dateTexte=20090701 
(last visited July 23, 2012). 



taxes are in order.8  The Official Journal then makes the reports available through its website at 
http://www.journal-officiel.gouv.fr/. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations? 

 Yes. See response to question 3. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  France offers tax credits for donations made by individuals or by corporations.    

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes. Individuals may receive tax credits for up to 20 percent of their annual taxable income for 
donations to public utility organizations, associations of general interest, and religious organizations 
authorized to receive contractual donations.9  The tax credits are valued at 66 percent the value of the 
donation.10  Also, charitable donations are exempt from the cap on tax credits (€18,000 plus 6 percent of 
total net taxable income).11 

 Corporations are also eligible for tax credits for donations to general interest associations, public 
utility associations, and public utility foundations.12  Corporations receive tax credits valued at 60 percent 
of the value of the donation and cannot exceed 0.5 percent of the corporation’s total revenue.13   

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

  Yes.  France imposes a gift and inheritance tax ranging from 5 percent-60 percent, based on the 
amount of the gift or inheritance and the relationship between the transferor and recipient.  Transfers to 
charity are eligible for exemptions from both the gift and inheritance taxes.14 

 France also imposes a wealth tax on individuals with net assets worth €1,300,000 or more.15  The 
annual tax is .25 percent for assets between €1,300,000 and €3,000,000 and .5 percent for assets worth 
more than €3,000,000.16  France allows a deduction from the wealth tax for donations to charitable 

                                                 
8 Décret n° 2009-540 du 14 mai 2009 portant sur les obligations des associations et des fondations relatives à la publicité de leurs comptes 
annuels, available at http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000020616498&categorieLien=id (last visited July 23, 
2012).  
9 CGI, supra note 3, at art. 200.  For an English-language explanation of this section of the French tax code, see U.S. Int’l Grantmaking, Country 
Information: France (June 2012), http://www.usig.org/countryinfo/PDF/France.pdf 
10 CGI, supra note 3, at art. 200.  
11 Ministere de L'Economie des Finances et de L'Industrie, supra note 1, at 31.   
12 CGI, supra note 3, at art. 238 bis.  For an English-language explanation of this section of the French tax code, see U.S. Int’l Grantmaking, Country 

Information: France (June 2012), http://www.usig.org/countryinfo/PDF/France.pdf. 
13 CGI art. 238, supra note 12.   
14 Ministere de L'Economie des Finances et de L'Industrie, supra note 1, at 66.  
15 Id. at 72 (detailing the change in the threshold from €800,000 to €1,300,000 that went into effect on Jan. 1, 2012). 
16 Id. 

http://www.journal-officiel.gouv.fr/


organizations equal to 75 percent of the donation amount.17  The maximum total deduction (including 
deductions for dependents and certain investments) is €45,000.18  
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17 Formulaire: Impot de solidarite sur la fortune 2012, available at 
http://www.impots.gouv.fr/portal/deploiement/p1/fichedescriptiveformulaire_7594/fichedescriptiveformulaire_7594.pdf. 
18 Id. 



 

Germany 

1. Does the country have a tax system in place? 

 Yes.  In the Federal Republic of Germany (“Germany”), tax is imposed on personal and corporate 
income (plus solidarity surcharge), estates and gifts. There is a value-added tax. Federal law imposes on 
the income of businesses an additional trade tax, which is assessed and collected by the municipalities. 
Other local taxes include real property tax and real property transfer tax.  Germany’s fiscal administration 
is divided into federal tax authorities (central government) and state tax authorities. The supreme federal 
authority is the Federal Ministry of Finance. State tax authorities comprise the state ministries of finance 
as the supreme authorities, regional tax offices (state departments) as medium-level authorities and the 
tax offices as local authorities. Taxes are administered by the tax offices, with exceptions of customs and 
excise duty, and taxes of which the administration has been transferred to municipalities. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  In Germany, tax benefits are granted to entities serving tax-privileged purposes (i.e., public-
benefit, charitable, or religious purposes). An entity serves public-benefit purposes if its activity is 
dedicated to the altruistic advancement of the general public materially, spiritually or morally. This 
category includes activities in the areas of science and research, education, arts and culture.  Charitable 
purposes comprise all activities dedicated to the altruistic support for persons who–on account of their 
physical, mental or emotional state–are dependent upon the help of others, or whose financial means are 
limited so that they are in a state of need. Religious purposes mean activities dedicated to the altruistic 
advancement of a religious community.  Such purposes need to be pursued directly, exclusively, in an 
altruistic way, with prompt use of funds and in line with the German constitution.  Examples of religious 
purposes include construction of houses of worship and religious education. 

 Fundamental principles are defined in Sections 51 to 68 of the German Fiscal Code and are 
applicable on all German taxes. The special tax laws (e.g., German Corporate Income Tax Act, Trade Tax 
Act, etc.) contain the various tax privileges but refer to the German Fiscal Code regarding the 
requirements that must be fulfilled. However, an entity that serves tax-privileged purposes is not tax 
exempt with respect to its economic activity (i.e., its business enterprise in competition with non-
privileged entities is fully taxable).  German tax law provides that tax-privileged entities may only be 
corporations within the meaning of the German Corporate Income Tax Act, which include stock 
corporations, limited liability corporations, foundations, cooperatives and associations.1 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The fulfillment of the requirements for tax exemptions are monitored by the local tax offices 
which are responsible for the respective charitable entity on an ongoing basis. There is no assessment of 
the tax-privileged status which is binding for the following fiscal years. Instead, the local tax office 
determines the nature and scope of the tax privileges on a charity’s income or profits in the assessment 
procedures for each single year and each type of tax separately. The charitable entity may, however, 

                                                 
1 German Fiscal Code sec. 51 (1). 



apply to the local tax office for a preliminary confirmation of its tax exempt status. Typically, the general 
tax procedure rules for corporations apply, but in many cases organization tax authorities accept a 
simplified tax declaration every three years.2 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 Yes.  Although there are no specific reporting requirements for non-profits, size-sensitive 
bookkeeping and accounting requirements must be observed. These requirements arise from general 
commercial regulations and the German Fiscal Code.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Donations for the support of public-benefit, charitable and religious purposes may, within 
certain limits, be deducted from the taxable income of an individual. The rule for the deductibility of 
donations for income tax purposes also applies to partnerships. In each calendar year, a taxpayer may 
deduct greater of (i) up to 20 percent of the sum of his annual income or (ii), if an individual makes a 
donation from his business assets, up to 0.4 percent of the sum of the annual turnover and the wages 
paid in the relevant calendar year. The recipient of a tax deductible donation must have its legal seat in 
Germany, in one of the EU member states, or in one of the states of the EFC (European Economic 
Community). 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No. Like individuals, corporations may only deduct up to 20 percent of their income or 0.4 percent 
of the sum of the annual turnover and the wages paid in the respective calendar year. The higher of both 
thresholds is decisive. 

                                                 
2 Tax declaration Form Gem1, available at https://www.formulare-bfinv.de/ffw/form/display.do?%24context=1. 



7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Transfers by way of gift or inheritance to an entity that serves (i) under its statutes, acts of 
foundation or other constitution and (ii) under its de facto management, exclusively and directly public-
benefit, charitable or religious purposes are exempt from inheritance and gift tax. The exemption is fully 
revoked if the entity ceases to be tax-privileged within ten years after the donation and such assets are 
used for other than public-benefit, charitable or religious purposes.  
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Greece 

1. Does the country have a tax system in place? 

Yes. At the national level, Greece imposes a tax on income, property, sales, capital gains, 
inheritance and imports. The Greek system is based on direct and indirect taxes and the tax year runs 
from January 1st to December 31st each year. Tax is administered by the Ministry of Finance.  

2. If yes to 1, then does the country provide tax exemption for non-profits? 

Yes. To receive tax exemption, a foundation must pursue charitable purposes. According to Article 

1 of Law 2039/1939, a charitable purpose is any public, religious, philanthropic or other purpose beneficial 
to the community.  

 
3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. Audited budgets and statements of accounts must be submitted annually.  Moreover, the 
budget must be approved by the Ministry of Finance in advance. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes. Donations by individuals over EUR 100 qualify as an allowance, reducing taxable net income.   

6. If yes to 5, then do individuals and corporations have different incentives? 

 No information available.  

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

Yes, every natural person or legal entity who acquires inherited property is obliged to file Greek 
inheritance taxation statements for the Greek estate, declaring the bequest of the inherited assets to the 
competent tax authority of the deceased's last residence.  Personal belongings (e.g., household items, 
means of transport) which are situated abroad and transfer by hereditary succession (i.e., by means of a 
will or intestate) to a person whose normal residence is in Greece or transfer through a will to non-profit 
legal entities established in Greece, are exempted from duties and taxes.  

Since 2010, Greece imposes a very low gift and inheritance tax rate of 0.5 percent to charities. 
The rate is applicable acquisitions through inheritance by legal entities that have been incorporated or are 
under incorporation in Greece. This rate also applies to respective foreign legal entities on the condition 
of reciprocity, and provided these entities are shown to pursue national or religious, or on a wider circle, 
charitable, educational or artistic purposes. A foreign tax credit is provided for the deduction of bequests 
from the assets of the inheritance, subject to attachment in its inheritance tax statement, a certification 



of the executors or administrators of the bequest or of the foundation to whom the bequest has been 
given or by the persons exercising its management, certifying that the bequest has been deposited 
together with any overdue interest1. Cash donations in excess of EUR 1000 are subject to the same rate of 
0.5  percent.  
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1 Rik Deblauwe et al., Gift and Inheritance Tax With Regard to Charities, http://www.eatlp.org (follow “Documents” hyperlink; then follow 
“Rotterdam (2012)” hyperlink; then follow “Annual Meeting Rotterdam (2012)” hyperlink). 



 

Hungary 

1. Does the country have a tax system in place? 

 Yes.  In Hungary, corporations are subject to corporate income tax, local business tax, tax on 
transfers of property, value-added tax, an innovation contribution and a special surtax on certain 
companies (such as those in the finance and energy sectors). Individuals in Hungary are subject to a 
variety of taxes, including personal income tax, social security contributions, inheritance and gift tax.  

2. If yes to 1, then does the country provide tax exemption for non-profits?  

 Yes.  An association or foundation’s income from any type of support, allowance, or membership 
fees is exempt from corporate income tax if it is allocated either to public benefit activities or other 
purposes of the organization as indicated in its charter document or bylaws. Hungary also exempts from 
corporate income tax an association or foundation’s income derived from statutory or related economic 
activities, with unrelated economic income subject to tax under certain circumstances. Such a distinction 
does not apply to non-profit corporations; thus, their economic activities are generally taxable. However, 
income of a public benefit or “prominent public benefit non-profit corporation” is not taxed if it is 
generated from public benefit activities provided under contract with a state body1. 

 Hungary permits certain legal forms, including non-profit organizations, to register as public 
benefit organization (PBOs). This status confers tax advantages, such as a corporate tax exemption with 
respect to a PBO’s targeted activity, as defined in its founding document. If used for a PBO’s purpose, 
various types of income are tax exempt, including investment income, income from economic activities, 
income from gifts and inheritances, real property, as well as grants, donations and membership dues.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes, for non-profits which are PBOs. In Hungary, a PBO must prepare and make available on its 
website a public benefit report (containing an accounting report, a summary of public benefit activity, and 
information regarding the use of public support, the use of its own assets, amounts of budgetary subsidies 
received, and amount of remuneration extended to senior officers). 
 
4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

No information available.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Companies may deduct up to 50 percent of the amount of a donation (including services in 
kind) provided to “prominent public benefit organizations” with the purpose of supporting the 
performance of governmental services. Up to 100 percent of pre-tax income is deductible. Individuals 

                                                 
1 U. S. Int’l Grantmaking, Country Information: Hungary, www.usig.org/countryinfo/PDF/hungary.pdf.  



living in Hungary who pay income tax are also entitled to apply one percent of their income tax to specific 
NGOs that carry on public benefit or public purpose activities.  

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes, see above.  

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Inheritance duty of 40 percent is levied, but the first HUF 20 million (approximately 85,000 
USD) is exempt if it is received by close relatives. Gift tax is due on gifts of real estate, moveable property 
and certain other assets. Individuals do not receive estate tax benefits for charitable donations. 
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Iceland 

1. Does the country have a tax system in place? 

 Yes.  In Iceland, tax is imposed on income and profits, wealth, delivery of goods and services, 
imports, property and inheritance.  The Director of Internal Revenue (federal government) is responsible 
for income, wealth, national insurance, value-added tax and inheritance tax, while the municipal 
jurisdictions impose an additional tax on income at various rates and assess a property tax.1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  The following entities are exempt from income tax: (i) certain legal entities that are 
domiciled in Iceland, whose only purpose is to spend all of its net income for the public good; (ii) 
companies, funds and institutions that are not economic operators; and (iii) those entities that are 
specifically exempt from tax by statute.2 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Exempt organizations are required to file a tax return like any other entity.3 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Income of legal entities and a person’s income derived from running a business or from 
independent operations can be offset by gifts and donations to churches, acknowledged charities, cultural 
institutions, political parties and scientific research, though the deduction is limited to 0.5 percent of 
income in the year the gift was made.4 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  Gift and inheritance taxes are levied on gifts and estates of citizens and residents of Norway.  
However, because the tax is levied on the donee, not the decedent or donor, there is little 

                                                 
1 Invest in Iceland, Doing Business in Iceland, available at http://www.invest.is/resources/Files/DoingBusinessInIceland_April_2011.pdf. 
2 Income Tax Act art. 3. 
3 Id. at art. 90. 
4 Id. at art. 31. 



encouragement to donate to charitable organizations.5   

FINAL SCORE:  4 

                                                 
5 Invest in Iceland, supra note 1. 



 

Ireland 

1. Does the country have a tax system in place? 

 Yes.  In Ireland, tax is imposed on income, profits of a trade or profession, transfers of an interest 
in land, capital gains, imports, duty on the sale of certain goods, estates and lifetime gifts.  The tax system 
is administered by the Office of the Revenue Commissioners (the “Revenue Commissioners”).  Wages and 
salaries are subject to employer and employee Pay Related Social Insurance.  Ireland has a value-added 
tax on goods and services, including some imported goods and services.  There is also a domicile levy 
which is a wealth tax for wealthy individuals who are domiciled in Ireland and Irish citizens.    

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Organizations which qualify for charitable status under Irish law may claim an exemption 
from tax on most forms of income and capital gains provided certain conditions are met.  There is also an 
exemption from tax for trading income derived by a charity in pursuit of its objects. This, however, must 
be applied for separately.  All charitable tax exemptions are subject to the condition that the income (and 
gains) are applied to the charity’s charitable purposes.     

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Organizations which qualify for charitable status under Irish law must register with the 
Revenue Commissioners Charities Section to obtain an exemption from tax.  Registered charities are 
required to file with the Charities Section a copy of their first year accounts together with a report on 
activities within 18 months of the exemption being granted.  Additionally, registered charities are 
required to keep annual accounts which must be submitted to the Charities Section, as the Charities 
Section will monitor registered charities periodically to ensure that income is applied for charitable 
purposes.  Registered charities must also receive approval from the Revenue Commissioners before 
changing their governing documents or to accumulate income for a period of more than two years.   

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 Yes.  Charities with income of less than €100,000 per annum are not required to have their annual 
accounts audited while it is mandatory for all charities with income exceeding this amount to have their 
annual accounts audited.     

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Ireland provides relief for charitable contributions for income tax, capital gains tax and 
corporation tax purposes, provided certain conditions are met.  The minimum value for the donation must 
be €250 made to a single charity during a single year.  Installment payments will be totaled for the year 
and the donation can be a mixture of money and certain securities.    

 Relief is generally available on any charitable donation of money or certain securities made by an 
individual who has paid, or will pay income and/or capital gains tax.  How the relief operates depends on 



how the individual’s tax is assessed.  If the individual pays tax through self-assessment, then the individual 
can simply claim relief for charitable giving against any tax that would have been payable on the assets 
transferred.  If, however, the individual pays tax through the pay-as-you-earn system, then the amount 
given to the charity will be “grossed up” to include the amount of tax paid by the individual and the 
individual will not receive relief.  If the donation includes securities, the individual must pay any capital 
gains tax due to enable the charity to obtain tax relief.  

 Relief is also given to companies who donate money or certain securities.  In this case, the 
company is able to claim a deduction for the donation as if it were a trading expense. 

 The amount of relief is limited where insufficient tax has been paid to cover the donation made.  
Additionally, the amount of relief is also limited where the charity and the donor are associated (for 
example if the donor is an employee or member of the charity).  In this case, the relief is limited to 10 
percent of the donor’s total income for the relevant tax year.     

 Gifts to charities during life and on death are exempt from capital acquisitions tax.  The transfer of 
real property to a charity is free from stamp duty.  

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  See the response to question 5.  There is an additional inheritance tax incentive for 
individuals described in the response to question 7.   

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Capital acquisitions tax is payable on estates of deceased persons and on certain lifetime 
gifts.  The value of any charitable gifts made from an individual’s estate (whether during their lifetime or 
on death) is exempt from capital acquisitions tax.   
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Italy 

1. Does the country have a tax system in place? 

 Yes. Italy’s tax system consists of both direct and indirect taxes. All major taxes and duties are 
enforced by state laws. Whereas individuals are subject to individual income tax  (“Imposta sul reddito 
delle persone fisiche” “IRPEF”), corporations and non-profit entities (i.e., associations and foundations) 
are subject to Corporate Income Tax (“Imposta sul reddito delle società,” “IRES”).  

 There is a regional tax on productive activities (“Imposta regionale sulle attività produttive,” 
“IRAP”) which replaced local income tax rules in 1998.  Other than companies and partnerships, IRAP is 
levied on individuals who are entrepreneurs, professionals or artists. With respect to indirect taxes, the 
most important ones are: value-added tax, excise duties (e.g., on oil and gases, electricity, alcohol and 
tobacco), registration tax (“Imposta di registro”), gifts and inheritance tax (“Imposta sulle successioni e 
donazioni”), and custom duties.  

 The main tax administration is the Revenue Agency (“Agenzia delle Entrate”), which is responsible 
for income taxes, VAT and other indirect taxes, except those which fall within the scope of the Customs 
Agency (“Agenzia delle Dogane”) (i.e., excise and custom duties). 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes. As a general rule, non-profit entities are subject to corporate income tax IRES. Non-profit 
entities taxation presents several special features, since these entities are subject to IRES but their tax 
base is determined under the rules provided for individuals (IRPEF tax base). Income is classified in one of 
the following categories: (i) income from immovable property; (ii) income from capital; (iii) business 
income; or (iv) other income. Each category has specific computation rules. 

 Special tax benefits are provided by law for non-profit organization pursuing goals of social utility 
(“Organizzazione Non Lucrativa di Utilità Sociale,” “ONLUS”). An ONLUS is not a distinct form of 
organization but it is a status which grants several tax advantages. Income arising from “institutional 
activities” and “linked activities” carried out by an ONLUS is not subject to tax. Associations, foundations, 
committees and, to some extent, cooperatives and so-called “social enterprises” are allowed to become 
ONLUS. In order to be deemed an ONLUS, it is necessary to comply with certain specific requirements and 
carry out so-called “institutional activities” such as welfare activities, culture and recreation, social 
services, health, education and research.  
 
3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. Nonetheless, the Italian Civil Code does not state a general reporting obligation for non-profit 
organizations. When a business activity is carried out, business reporting rules will apply. The Italian 
Accounting Standards Board (“Organismo Italiano di Contabilità”) recently published the Italian 
accounting standard for financial statements of non-profit entities in accordance to principles set forth in 
the Civil Code. Moreover, because every non-profit organization is, in principle, subject to income tax 
(even though it may benefit from exemptions), it is also subject to all consequent obligations, like filing an 



annual tax return. Special reporting rules are provided by tax rules for ONLUS entities, in order to keep 
separate accounts for primary activities and linked activities. 

4.  If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 Yes. Simplified accounting rules apply to non-profit entities whose gross business revenues are 
less than €700,000 (€400,000 if revenues derive from services) in the previous tax period. Moreover, non-
profit entities which qualify for simplified accounting may also benefit from a lump-sum taxation. In this 
case, the taxable income is determined according to profitability ratios on revenues from services and on 
revenues from other activities. 

 Special simplified accounting rules are provided for ONLUS entities. If total revenues registered 
during the previous tax period, both from primary and linked activities, did not exceed €51,645.69, the 
organization is allowed to draw up a simplified report of revenues and expenses. On the other hand, if 
aggregate revenues exceed for two consecutive tax periods the amount of €1,032,913.80, an audit by a 
chartered auditor is required on the accounts of the ONLUS. 

 All non-profit entities are required to file the same form of tax return. 

5.  If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes. Several tax incentives are aimed at encouraging philanthropy from individuals and 
corporations. The most important tax incentives are provided in the field of income taxes (IRES and 
IRPEF), usually by allowing contribution deductions from the taxable basis. Deductions are generally 
limited up to a certain threshold, constituted either by an absolute value or a percentage of the donor’s 
gross income.  

 While some income tax deductions are allowed with no limitation other than a maximum amount 
(usually as a percentage of the donor’s gross income), in some cases, tax deduction may be allowed only if 
the beneficiary institution has been previously recognized by the government. Moreover, as a general 
rule, the donation is deductible regardless of the way–whether in cash or in kind–it is carried out, unless a 
specific provision of law stipulates otherwise.  

 Certain tax incentives are also provided within indirect taxes.  

6.   If yes to 5, then do individuals and corporations have different incentives? 

 Yes. The Italian Tax Code provides an extensive list of tax deductions for donations to non-profit 
entities. With respect to IRES (corporate income tax) the following items are deductible for up to 2% of 
the taxable income of the donor: gifts to entities devoted to education, scientific research, recreation, 
religious or social welfare; gifts to universities; gifts to public entities, institutions, non-profit foundations 
and associations which engage solely in entertainment; gifts to cover expenses for maintaining, protecting 
or restoring property having a cultural and/or artistic value; and gifts to registered non-profit entities to 
be used for purchasing, maintaining, protecting or restoring property which has been determined to have 
cultural and/or historic value. Further, in order to encourage contributions to non-profit entities active in 



the field of scientific research, a special income tax deduction is provided for donations to scientific 
institutions.  Donors are entitled to unlimited deductions, without any cap either in form of absolute value 
or percentage of gross income. The beneficiary, however, must be included in a special list of recognized 
institutions enclosed in a decree issued every year by the Office of the Prime Minister. 

 With respect to individuals, the Italian tax system provides a tax credit of 19 percent for charitable 
gifts to legally recognized non-profit foundations and associations that carry out or promote research, or 
study or document cultural and artistic value. A tax credit is also available for legally recognized non-profit 
foundations and associations which are engaged solely in the field of entertainment and contributions up 
to €2,065.83 to other qualifying charities (so-called ONLUS).  The individual income tax provides a 
deduction for donations to certain qualifying religious organizations, up to € 1,032.91, donations to 
certain qualifying non-profit organizations, up to 10 percent of the total income and to a cap of € 70,000  
and donations to universities and qualifying entities engaged in research. 
 
 Moreover, a further incentive applies to contributions in cash made by individuals or corporations 
to a wide scope of non-profit entities: ONLUS, social promotion associations, associations and foundations 
active in the field of preservation of landscape and artistic and historical heritage, associations and 
foundations which promote or perform scientific research and have been recognized by the Office of the 
Prime Minister (also in this case a yearly decree is issued). Such contributions may be deducted from gross 
income, without distinction  between individuals and corporations, with a cap of 10 percent of gross 
income or €70,000 (the lesser of two). This provision is generally more suitable for individuals than 
corporations, mainly because of the €70,000 cap, which applies in addition to the percentage cap, but 
also because this incentive is incompatible with any other tax deduction for charitable contributions.  

7.  Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes. The Italian tax system includes a gift and inheritance tax, which is levied upon the death of 
the person or when a gift occurs. Any transfer to non-profit entities whose exclusive aim consists of 
assistance, study, scientific research, education or other public interest is exempt.  

FINAL SCORE:  7 



 

Japan 

1. Does the country have a tax system in place? 

 Yes.  In Japan, taxes are imposed at the state level on personal income, corporate income, 
consumption, estates and gifts, social security, residents and, in certain instances, taxation also occurs at 
local levels.1  Central government tax plays a big role in the existing tax system of Japan.  The 
administration authorities of key taxes are mainly part of the central government and the local 
governments only have the right to interpret or apply certain local taxes.2  There are two mutually 
independent systems in charge of Central Taxes, which are administered by the Ministry of Finance, and 
local taxes, which are administered by the autonomous provinces. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Ratified public interest incorporated foundations, public interest incorporated associations 
and non-profits organizations are provided tax exemption for non-profits. In 2008, the Japanese 
Government enacted the Act on Authorization of Public Interest Incorporated Associations and Public 
Interest Incorporated Foundations3 as a part of their structural reforms for Japanese non-profit 
organizations.  This act cancelled the government’s authorization procedure4 and, simultaneously, 
stipulated that once registered, all incorporated associations and incorporated foundations would 
become general incorporated associations or general incorporated foundations.5  General incorporated 
associations or general incorporated foundations, which are engaged in 23 kinds of public interest 
activities stipulated by the government6, may seek authentication by the Public Interest Approval 
Committee and, if approved, they would be qualified to become public interest incorporated associations 
or public interest incorporated foundations and receive tax preferences.  In addition, if a non-profit 
organization ratified by a local government or the Cabinet is also approved by the National Tax Agency, it 
would receive tax preferences.7 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Japan provides different reporting requirements for non-profit organizations on the basis of 
the types of public interest corporations.   

                                                 
1 The tax distribution financial system in Japan [Ri ben fen shui zhi cai zheng ti zhi], available at 
http://www.chinabaike.com/article/baike/1002/2008/200805151491274.html.  
2 Li Shaogang et al., Report regarding Japan’s finance and taxation and the concerned economy system PART II [Ri ben cai shui ji xiang guan jing ji 
zhi du yan xiu bao gao zhi er], available at http://tfs.mof.gov.cn/zhengwuxinxi/faguixinxifanying/200910/t20091028_224507.html. 
3 Act on Authorization of Public Interest Incorporated Associations and Public Interest Incorporated Foundations, available at 
http://www.cas.go.jp/jp/seisaku/hourei/data/AAPII.pdf. 
4 Id. at art. 29.  
5 The influence and enlightenment to the international non-profits organizations by the reform of public interest corporations in Japan [Ri ben 
gong yi far en gai ge dui guo ji NGO de ying xiang yu qi shi], available at http://www.chinaassn.com/60232.html. 
6 Id. at 3 (appended table).  
7 Id. at 5. 



 Public interest incorporated foundations and public interest incorporated associations have the 
obligations to report their financial and asset condition to the Cabinet and to be inspected by the Public 
Interest Approval Committee. 

 Non-profit organizations have the obligation to report their financial conditions to the local 
government or the Cabinet. If a non-profit organization failed to report for the three consecutive years, 
the non-profit organization would lose its corporate capacity automatically. 

 General incorporated associations and general incorporated foundations do not have the 
obligation to report their financial information to government departments. Rather, their only obligation 
is to report to the public by all methods, including internet.  

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 No.  According to the Act on Authorization of Public Interest Incorporated Associations and Public 
Interest Incorporated Foundations, the reporting requirements are determined based on the type of 
public interest corporations, not their size.   

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  There are tax incentives in Japan to encourage philanthropy. According to Japanese tax law, 
donations are divided into two categories which are normal donations and special donations. The 
following situations will be regard as special donations: (i) funds donated to the central authority or local 
authorities; (ii) funds donated to the organizations appointed by the Ministry of Finance; and (iii) funds 
donated to the Specified Public Interest Facilitating Corporations,8 a status subject to heightened 
requirements and available to only certain types of organizations, including Public Interest Associations 
and Foundations.  All other donations will be treated as normal donations.   

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Donations and contributions are partially deductible as follows:9 (i) funds donated to the 
national and local government or designated by the national government and local governments are fully 
deductible; (ii) funds donated to Specified Public Interest Facilitating Corporations are deductible up to 
2.5 percent of taxable income plus 0.125 percent of paid-in capital and capital surplus (per annum); (iii) all 
other charitable contributions are deductible up to 1.25 percent of taxable income plus 0.125 percent of 
paid-in capital and capital surplus (per annum). 

 If the amount of donations and contributions to Specified Public Interest Facilitating Corporations 
exceeds the above limit, the excess amount is treated as ordinary donations and contributions in the third 
category.   

                                                 
8 The tax exemption system for NGOs in Japan [Ri ben fei ying li zu zhi de mian shui zhi du], available at 
http://gongyi.qq.com/a/20111116/000023.htm. 
9 KPMG, Asia Pacific Taxation – Japan (2011 Edition), available at http://www.kpmg.com/Global/en/WhatWeDo/Tax/regional-tax-centers/asia-
pacific-tax-centre/Documents/Asia-Pacific-Taxation/Japan.pdf. 



7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

Yes.  Generally, beneficiaries domiciled in Japan are subject to inheritance tax on assets of a 
Japanese decedent received regardless of the location of those assets, while beneficiaries not domiciled in 
Japan are subject to tax only if the particular assets are situated in Japan.  However, a non-domiciled 
person who (i) has Japanese nationality and (ii) either the person or decedent/donor had domicile in 
Japan at any time within five years before the decedent’s death is subject to Japanese inheritance tax 
even when the person inherits non-Japanese assets10.  Tax rates range from 10 percent to 50 percent and 
charitable donations are partially deductible on the basis of the type of recipient organization.   
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10 Id. 



 

Korea (Republic of Korea) 

1.  Does the country have a tax system in place? 

 Yes. In Korea, tax is imposed on a national and local level under the Income Tax Act. National 
taxes include internet tax, custom duties, education tax, and international tax. Local taxes include 
property tax, automobile tax, and license and registration tax.1 
 
2.  If yes to 1, then does the country provide tax exemption for non-profits? 
 
 Yes, although many non-government organizations (NGOs) are not registered and Korea has 
many different names for NGOs.   Organizations that are non-profit and address religious, educational, 
welfare, art and culture, and medical issues are tax exempt.2 
 
3.  If yes to 2, then does the country provide reporting requirements for non-profits? 
  
 Yes. South Korea is a self-assessed country and every taxpayer must file his/her own taxes3. 
 
4.  If yes to 3, then are those reporting requirements sensitive to the size of organizations? 
 
 No. Under the Income Tax Act, Reporting requirements are consistent across organizations of 
all sizes.4 
 
5.  If yes to 1, are there tax incentives in place to encourage philanthropy? 
 
 Yes. Form 45 of the Statement of Donations allows certain amounts to be deducted for 
donations, within the deduction limit, based on the type of donation.5 Types of donations include 
donations to political funds or religious organizations, statutory donations, and special donations.  
 
6.  If yes to 5, then do individuals and corporations have different incentives? 
 
 Yes. For individuals, there are legal donations and designated donations (up to 15 percent of 
global income). These include donations to public interest entities, social welfare organization and 
religious organizations (up to 10 percent of global income). In addition, donations and scholarships for 
academic research, technical development, and athletic skill development are deductible. Other 
donations to public entities are prescribed by Section 80 of the Enforcement Decree of the Income Tax 
Act.6 For corporations, donations to public interest entities such as government authorities and social 

                                                 
1 South Korea Tax Structure, www.asiatradehub.com/s.korea/tax1.asp. 
2 Inchoon Kim and Changsoon Hwang, Defining the Non-Profit Sector: South Korea available at 
zunia.org/uploads/media/knowledge/skorea.pdf. 
3 National Tax Service, www.nts.go.kr/eng. 
4 Id. 
5 Id. 
6 Id. 



welfare organizations, as well as donations for academic research and technical development are 
classified as Bub-jung donations. Bub-jung donations are tax deductible up to 50 percent of the total 
taxable income for the relevant fiscal year after deduction of net operating loss (NOL). Ji-jung donations 
to public entities prescribed by Corporate Income Tax Law (CITL) are also tax deductible up to 10 percent 
of the total taxable income for the fiscal year after the deduction of Bub-jung donations and NOL.7 
 
7.  Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 
 
 No. There is no evidence of an estate tax or any similar tax.8 
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7 PriceWaterhouseCoopers, A Summary of Korean Corporate and Individual Income Taxes 2011, available at 
http://www.pwc.com/kr/en/publications/korean-tax_2011.jhtml. 
8 Id. 



 

Luxembourg 

1. Does the country have a tax system in place? 

 Yes.  Luxembourg imposes on individuals separate taxes on income, gifts and inheritances.  Social 
security contributions also are imposed on wages and salaries.  Companies are subject to tax on income.  
A value added tax (VAT) applies to the supply of goods and services within Luxembourg and the import of 
goods and services into Luxembourg.  Municipalities in Luxembourg impose a land tax on real property 
that varies by type of real estate and the municipality. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  To be exempt from income tax a foundation must have its creation approved by the Ministry 
of Justice by Grand Ducal decree.  Foundations also are exempt from the VAT tax.  The foundation must 
have as its purpose one or more of the following: religious, charitable, scientific, artistic, educational, 
social, sporting or tourism.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The foundation must provide a complete accounting in accordance with the provisions of the 
Act of the 19th December 2002.  Annual accounts are presented to the Department of Justice, and are 
subject to independent audit. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 [Can’t tell because the controlling document is in French!] [Requested controlling document from 
R. Lang who prepared this report; will have a French speaker in our group read and update as soon as I 
receive.] 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Charitable contributions are tax-deductible if they meet certain criteria.  The total annual 
value of donations must be at least EUR 120 but no more than the lesser of EUR 1 million or 20 percent of 
net income for the year.  Donations exceeding this ceiling may be carried over to the two following years.  
To be deductible, the charitable contributions must be to Luxembourg-approved organizations or to 
organizations similarly recognized in an another State of the European Union or in Iceland, Liechtenstein, 
Norway or Switzerland. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No.  There are no charitable deductions for business entities. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes, there is an inheritance tax.  Bequests to certain registered charities are exempt from the 
inheritance tax. 
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Mexico 

1. Does the country have a tax system in place? 

 Yes.  Mexico imposes a federal tax on all income (i.e., capital gains, certain types of gifts, and all 
other types of income unless expressly exempt), business revenues (in accordance with the business flat 
rate tax (IETU), which is also characterized as an alternative minimum tax), payroll, and goods, services 
and imports.  In addition, states tax land transfers, land ownership and payroll, and some states also tax 
certain forms of income.  Mexico’s tax administration authority is the Tax Administration Service (Servicio 
de Administracion Tributaria, or “SAT”). 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Tax exemption of non-profits is generally governed by Mexico’s Income Tax Law and Flat 
Rate Business Tax Law.  To be exempt from income tax, a non-profit must be organized for one of the 
purposes set forth in Article 95 of the Income Tax Law (which sets forth a broad range of civil associations) 
and must submit a successful application to the Ministry of Finance and Public Credit.  To qualify to 
receive tax-deductible donations, the non-profit must also be dedicated to social services, medical relief, 
human rights,  education, scientific or technological research, or support of the arts, culture, libraries or 
museums, as set forth in Articles 97 and 98 of the Income Tax Law.  To be eligible for government funding, 
non-profits must register with the Registry of Civil Society Organizations (CLUNI) and engage in activities 
that support charitable purposes, the environment, the creation and strengthening of civil society, human 
rights, education, health, consumer rights or sports.  Organizations that are eligible for tax exemption or 
government funding must permanently allocate all assets to the organization’s designated purposes and 
must not engage in political activities. 

 Non-profits generally take the form of Civil Associations (ACs) or Private Assistance Institutions 
(IAPs).  Both ACs and IAPs must register with the Public Registry of Property and the Federal Taxpayers 
Registry.  IAPs are also registered with and supervised by the Private Assistance Board.   

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Non-profits are subject to extensive reporting requirements, including government funding 
reports, fiscal reports to the federal and applicable local government including monthly and annual 
transparency and social security reports, audits, information for the federal transparency web page, 
reports to the government where an organization receives public funds, reports to the ministry of the 
non-profit’s applicable field of activities (such as the Education Ministry), reports to the Labor Ministry, 
reports to the Ministry of Social Development where an organization is registered with the Registry of 
Social Development, reports to federal and state tax authorities, and reports to the Private Assistance 
Board (in the case of IAPs).1 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No.  

                                                 
1 The Int’l Center for Not-for-Profit Law, NGO Law Monitor: Mexico, http://www.icnl.org/research/monitor/mexico.html (last updated May 17, 
2012). 



5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Donations of cash or property to eligible non-profit organizations are deductible from 
income tax.  However, the deduction for charitable donations is limited to 7 percent of a taxpayer’s gross 
income.2   

 The 1994 Mexico-US Tax Treaty also provides that donations from individuals or corporations to 
Mexican non-profits are deductible for U.S. income tax purposes if (i) the income is derived from activities 
in Mexico, (ii) the non-profit is dedicated to the provision of social services, education, scientific or 
technological research, culture, ecology, restoration of endangered or near extinct animal populations, or 
public museums or libraries, and (iii) the non-profit has obtained authorization to receive such donations. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No.  Deductions for charitable contributions are capped equally, at 7 percent of an individual or 
corporation’s gross income. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  Mexico does not impose an estate tax.     
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2 Income Tax Law §§ 31 and 176(III); Income Tax Act Regulation §§ 31-33. 



 

Netherlands 

1. Does the country have a tax system in place? 

 Yes.  The Netherlands imposes tax on individual and corporate income, on transfers of 
real estate and on gifts and inheritances as well as a value added tax (VAT).1  Social security 
contributions are included in the income tax rate, as is a deemed 4% annual yield on capital 
property (in lieu of a capital gains tax).2  Local municipalities also levy a tax on real property.3  The 
primary national tax authority is the Tax and Customs Administration, a part of the Ministry of 
Finance.4 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  A non-profit organization may be generally exempt from corporate income tax if it 
meets the requirements of a multi-part test set out in the Dutch tax code, although such an 
organization will still be subject to tax on income derived from regular engagement in 
commercial economic activity.5  A non-profit organization may be exempt from charging VAT 
when supplying certain kinds of services and goods, but it may not be able to deduct VAT paid for 
the input related to those services and goods, so the exemption is not necessarily favorable.6  
Gifts and inheritances received by certain kinds of charitable organizations are taxed at a 
reduced rate.7 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Some.  Non-profits are not required to file income tax returns if no income tax is due.8  
However, non-profit organizations that receive government subsidies (the primary source of 
funding for Dutch non-profit organizations) must submit an annual report and financial 
accounting to the relevant government authority.9  Furthermore, charitable organizations that 
engage in fundraising efforts may (but are not required to) apply to the Central Bureau of 
Fundraising for an evaluation, based upon which the Central Bureau of Fundraising may issue a 

                                                 
1 See generally René Offermanns, Netherlands – Individual Taxation, Country Surveys IBFD [hereinafter “Individual Taxation”]; René Offermanns, 
Netherlands – Corporate Taxation, Country Surveys IBFD [hereinafter “Corporate Taxation”]; D.C. Verzijl, Foreign Tax & Trade Briefs – Netherlands  
(Matthew Bender & Company, Inc. 2012). 
2 Individual Taxation, supra note 1 at §§ 1.5.1, 3. 
3Corporate Taxation, supra note 1 at § 5.2. 
4 Belastingdienst, The organisation, 
http://www.belastingdienst.nl/wps/wcm/connect/bldcontenten/standaard_functies/individuals/organisation/ (last visited Jul. 27, 2012). 
5 Ary Burger and Vic Veldheer, The nonprofit sector in the Netherlands, Working document 70, § 1.2.6 (Sociaal en Cultureel Planbureau, The 
Hague, April 2001); Joost Rutteman and Thomas Keijser, Co-operation between Non-Governmental Organisations and Public Authorities in the 
Provision of Social Services: The Legal Framework in the Netherlands, § 3.2 (Tacis, November 1999). 
6 Verzijl, supra note 1 at § VI.D; Burger and Veldheer, supra note 5 at § 1.2.6; Rutteman and Keijser, supra note 5 at § 3.3. 
7 Burger and Veldheer, supra note 5 at § 1.2.6; Rutteman and Keijser, supra note 5 at § 3.4. 
8  Philantropia, Inc., Establishing a Nonprofit in the Netherlands, http://philantropia.org/Establishing_Dutch.pdf. 
9 Burger and Veldheer, supra note 5 at § 1.2.5; Rutteman and Keijser, supra note 5 at § 1.2. 



“Declaration of Supportworthiness” to the organization.10  Organizations that qualify for a 
Declaration of Supportworthiness for three years in a row may be granted the Central Bureau of 
Fundraising’s official seal of approval.11 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  
(For  example, are large organizations required to report more than smaller 
organizations?) 

 No.   

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Donations to religious, charitable and cultural institutions by individuals and 
corporations may be deductible for income tax purposes,12 although the institutions must be 
registered with the Tax and Customs Administration in order to qualify for the deduction.13  In 
addition, certain investments in “green” funds (i.e. to benefit the environment) and in funds that 
invest in “social-ethical projects” may be deducted from the tax base used in computing deemed 
investment income.14 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  The minimum threshold and maximum deduction for individuals and corporations 
are different; individuals may take larger deductions relative to their total taxable income than 
corporations.15  Furthermore, an individual’s pledge to make donations with a minimum of five 
annual installments, if set down in a notarial deed, is deductible with no limitations.16 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages 
the creation of donor institutions? 

 Yes.  The Netherlands imposes gift and inheritance taxes, paid by the recipient, on 
lifetime and testamentary transfers, and reduced rates are available to certain kinds of charitable 
organizations.17 
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10 Wino J. M. van Veen, Self Regulation on Monitoring of Fundraising Organizations in the Netherlands: The Central Bureau on Fundraising, 2. 
11 Id. at 3. 
12  Individual Taxation, supra note 1 at § 1.7.1; Burger and Veldheer, supra note 5 at § 1.2.6; Rutteman and Keijser, supra note 5 at § 3.5. 
13 Verzijl, supra note 1 at § II.H.5. 
14  Individual Taxation, supra note 1 at § 1.5.1; Corporate Taxation, supra note 1 at § 1.7. 
15 Burger and Veldheer, supra note 5 at § 1.2.6; Rutteman and Keijser, supra note 5 at § 3.5. 
16 Burger and Veldheer, supra note 5 at § 1.2.6. 
17 Id.; Rutteman and Keijser, supra note 5 at § 3.4. 



 

New Zealand 

1. Does the country have a tax system in place? 

 Yes.  In New Zealand, tax is imposed on income, fringe benefits, goods and services, and imports.1  
Excise duty is levied on certain goods, including alcohol, tobacco and certain fuels.2  There is no payroll 
tax, capital gains tax, real estate tax or net worth tax.  The tax system for the entire country is 
administered by the Inland Revenue Department.  Import duty is collected by New Zealand Customs.  
New Zealand does not have separate state income taxes.  

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Charities registered under the Charities Act 2005 (the “Charities Act”) are generally exempt 
from New Zealand income tax, unless they operate with no written rules, constitution or trust deed, they 
operate under a set of rules, a constitution or a trust deed that does not meet the requirements for 
income tax exemption, or they use business income for charitable purposes in foreign countries.3  To be 
exempt from New Zealand income tax, an organization must qualify as a charitable organization.  
Charitable organizations are organizations (including charitable trusts, incorporated societies and 
companies) that carry out charitable activities or exist exclusively for charitable purposes.  Under the 
Charities Act, charitable purpose includes “every charitable purpose, whether it relates to the relief of 
poverty, the advancement of education or religion, or any other matter beneficial to the community.”4  
Since July 1, 2008, a charitable organization must be a “tax charity” to be eligible for tax exemptions.  The 
primary way to become a tax charity is to register with the Charities Commission.   

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  The Charities Act established the Charities Commission whose role is to maintain a 
registration and monitoring system for charitable organizations and to provide support and education to 
the charitable sector on governance and management.5  The Charities Commission maintains a register of 
charitable entities.  Registration with the Charities Commission is voluntary, but a charity must register in 
order to be exempt from income tax.  Charitable trusts, incorporated societies, and companies also are 
subject to the registration requirements of the Charitable Trusts Act 1957, the Incorporated Societies Act 
1908 or the Companies Act 1993, respectively.  The Charities Act requires all charities registered with the 
Charities Commission to file an Annual Return and provide a copy of their financial statements.6   
 

                                                 
1 Income Tax Act; Goods and Services Tax Act; Tariff Act. 
2 Customs and Excise Act. 
3 Inland Revenue Department, Non-profit Organisations, available at http://www.ird.govt.nz/non-profit/np-charities/. 
4 Charities Act § 5(1). 
5 Charities Commission, Guide to the Charities Act, available at http://www.charities.govt.nz/setting-up-a-charity/registration-
guidelines/charities-act/. 
6 Charities Commission, Annual Returns under the Charities Act Information Sheet, available at http://www.charities.govt.nz/news/information-
sheets/annual-returns-under-the-charities-act/. 

http://www.charities.govt.nz/
http://www.charities.govt.nz/


4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 No.  The Charities Act requires all charities registered with the Charities Commission to file an 
Annual Return.7  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  New Zealand provides a refundable income tax credit of 33 1/3 percent of charitable gifts of 
$5 or more made by individuals to certain donee organizations, up to the individual’s taxable income.8  
Donee organizations are defined in Section LD 3(2) of the Income Tax Act of 2007 and a list of approved 
organizations is provided on the Inland Revenue Department website.9  A donee organization must be a 
New Zealand society, institution, association, organization, trust or fun. This includes approved donee 
organizations, religious organizations, medical research schools and universities, approved overseas aid 
funds, kindergarten associations, state and state integrated schools, or their board of trustees, schools 
who have been approved as donee organizations, and parent-teacher associations.10 
 
6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Corporations may claim deductions for charitable contributions to donee organizations as 
defined in the Income Tax Act 2007 Section LD 3(2), and a list of approved organizations is provided on 
the Inland Revenue Department website.  Although the incentives are similar to those for individuals, 
deductions by corporations are limited to the company’s net income for that year before taking into 
account the donation deduction.11   

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  The gift duty was abolished effective October 1, 2011.12  Prior to the repeal of the gift duty, 
donors of gifts to charities were exempt from the gift duty. 
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7 Id. 
8 Income Tax Act § LD 3(1). 
9 Inland Revenue Department, Donee Organisations, available at http://www.ird.govt.nz/donee-organisations/. 
10 Inland Revenue Department, Individual Income Tax Donations, Childcare and Housekeeper Tax Credits, available at 
http://www.ird.govt.nz/income-tax-individual/tax-credits/dch-taxcredits/. 
11 Income Tax Act § DB41. 
12 Inland Revenue Department, supra note 1. 



 

Kingdom of Norway 

1. Does the country have a tax system in place? 

 Yes.  In the Kingdom of Norway (“Norway”), tax is imposed on income, wealth, delivery of goods 
and services, imports, property, national insurance contributions and inheritance.  Taxes are collected by 
the Norwegian Tax Administration (federal government) and five local tax offices spread across the 
country.  Income and wealth taxes are assessed and collected at the federal and local level, while property 
taxes are assessed at the local level.1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Charitable foundations, church organizations and companies or organizations that do not 
have business as their purpose are exempt from income tax.  However, if an exempt organization has 
income from any business or commercial activity, including rental income, that income is taxable.2   

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 No. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Individuals may claim a deduction for all gifts made to companies, foundations or 
cooperatives which have their registered office in Norway or another European Economic Area country, 
do not have trade as their purpose and carry on the following activities: (i) care and health promotion for 
children or adolescents, elderly, sick, disabled or other disadvantaged groups; (ii) children and youth-
oriented music, theater, literature, dance, sports, outdoor activities; (iii) religious or other beliefs related 
activities; (iv) activities for the protection of human rights or development aid; (v) disaster relief 
operations and the prevention of accidents and injuries; and (vi) cultural heritage, environmental 
protection, nature conservation or animal protection.  In order to claim the deduction, the donation must 
be above NOK 500 and the deduction cannot exceed NOK 12,000 per year.  Additionally, the Tax Director 
prepares an annual list of all organizations that receive deductible gifts.3 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Corporations are not entitled to deductions.  Individuals are entitled to deductions as 
discussed in the response to question 5. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  Gift and inheritance taxes are levied on gifts and estates of citizens and residents of Norway.  
However, because the tax is levied on the donee, not the decedent or donor, there is little 
encouragement to donate to charitable organizations.4 
 
FINAL SCORE:  4 

                                                 
1 Norwegian Directorate of Taxes, Guide to the Norwegian Tax Administration, available at 
http://www.skatteetaten.no/upload/PDFer/Guide_taxadministration.pdf. 
2 Income Tax Act § 2-32. 
3 Income Tax Act § 6-50. 
4 Norwegian Directorate of Taxes, supra note 1.  



 

Poland 

1. Does the country have a tax system in place? 

 Yes.  Poland imposes taxes on individual and corporate income (including separate taxes 
on some capital gains and corporate dividends) on transfers of real estate and on gifts and 
inheritances as well as a value added tax (VAT).1  Social security contributions and health 
insurance contributions are withheld from payroll.2  Transfers of real property are subject to a 
flat transfer tax, and transfers of many kinds of personal property are subject to a stamp tax.3  
Local jurisdictions also levy a tax on real property.4   

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Some.  A non-profit organization may apply for tax exempt status with respect to income 
tax.5  Services connected with science, education, culture, the arts, sports and health care are 
exempt from VAT.6 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes, although the reporting requirements appear to be connected to whether the 
organization is a “public benefit” organization (and thus eligible to receive tax-deductible 
donations) as opposed to whether the organization is exempt from income taxation.  Public 
benefit organizations are required to register with the state registry, must comply with 
organizational requirements, and must file detailed program reports.7 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  
(For  example, are large organizations required to report more than smaller 
organizations?) 

 No. 

 

                                                 
1 See Magdalena van Doorn-Olejnicka, Poland – Individual Taxation, Country Survey IBFD [hereinafter “Individual Taxation”]; Magdalena van 
Doorn-Olejnicka, Poland – Corporate Taxation, Country Survey IBFD [hereinafter “Corporate Taxation”]; Foreign Tax & Trade Briefs – Poland 
(Matthew Bender & Company, Inc. 2012) [hereinafter “Foreign Tax & Trade”]. 
2 See Individual Taxation, supra note 1 at § 3; Foreign Tax & Trade, supra note 1 at § 10.1. 
3 See Foreign Tax & Trade, supra note 1 at §§ 7, 9. 
4 See Individual Taxation, supra note 1 at § 4.2. 
5 See Douglas Rutzen, David Moore, and Michael Durham, The Legal Framework for Not-for-Profit Organizations in Central and Eastern Europe, 11 
Int’l J. Not-for Profit L., Feb. 2009, § VII.A.1; Foreign Tax & Trade, supra note 1 at § 3.2. 
6 See Corporate Taxation, supra note 1 at § 8.5. 
7 See Rutzen, Moore and Durham, supra note 5 at §§ I.E.5, I.F and IV.B. 



5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Donations to public benefit organizations may be deductible for income tax 
purposes.8  Furthermore, individual taxpayers may designate 1-2% of their paid income taxes to 
be distributed to specific charitable organizations.9 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  The maximum deduction for individuals and corporations are different; corporations 
may take larger deductions relative to their total taxable income than individuals (except for 
donations for religious purposes, which individuals can deduct without limitation).10 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages 
the creation of donor institutions? 

 Unknown.  While Poland imposes gift and inheritance taxes, paid by individual recipients, 
on lifetime and testamentary transfers, it is unclear whether charitable organizations are liable 
for this tax.11 
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8 See Individual Taxation, supra note 1 at § 1.7.1; Foreign Tax & Trade, supra note 1 at § 10.1; Rutzen, Moore and Durham, supra note 5 at § VII.B. 
9 See Rutzen, Moore and Durham, supra note 5 at § VII.B. 
10 See Individual Taxation, supra note 1 at § 1.7.1; Rutzen, Moore and Durham, supra note 5 at § VII.B. 
11 See Individual Taxation, supra note 1 at § 5.2. 



Portugal 

1. Does the country have a tax system in place? 

  Yes.  In Portugal, corporations are taxed on their profits, including business/trading income, 
passive income and capital gains.  Individuals are taxed on their income at progressive rates.  There are six 
categories of income that are subject to personal income tax: employment income, business and 
professional income, investment income, real estate income, increases in net worth and pensions.  Most 
investment income is taxed at a flat 25 percent rate; there are various exemptions available for capital 
gains.12  In addition, real property tax, real estate transfer tax and stamp duties are imposed on the 
federal level. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes, organizations that pursue exclusively or predominantly objectives of a charitable or 
benevolent nature are tax-exempt.13 
 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

  Yes.  Corporate taxpayers must annually file a tax return  and no special exemption appears to be 
made for tax-exempt organizations, even though they pay no tax.14 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 Unknown.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Corporate taxpayers may deduct donations in cash or in kind to qualifying non-governmental 
organizations engaged in the pursuit of scientific, cultural or charitable goals, provided that the donor is 
not entitled to any monetary or commercial benefit in respect of such donation.15 
 

 Donations by individuals to churches, religious institutions, qualifying religious charities and 
organizations specified by law and engaged in the pursuit of scientific, cultural or charitable goals are 
creditable in the amount equal to 25 percent of 130 percent of the donation made (however, in certain 
cases the credit may not exceed 15 percent of the donor’s income tax liability).  The tax credit is granted 
provided that the donor did not treat the donation as a business expenses.16 

6. If yes to 5, then do individuals and corporations have different incentives? 

                                                 
12 V. Arruda Ferreira, Portugal - Corporate Taxation, Country Surveys IBFD (accessed 22 June 2012) [hereinafter “Corporate Taxation”]; V. Arruda 
Ferreira, Portugal - Individual Taxation, Country Surveys IBFD (accessed 20 June 2012) [hereinafter “Individual Taxation”]. 
13 10 CITC § 1(c) (2012) (Port.). 
14 Corporate Taxation, supra note 12, at § 1.8.2. 
15 Id. at § 1.3.3.1. 
16 Individual Taxation, supra note 12, at § 1.7.3.7. 



 Yes.  See response to question 5. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  A stamp duty is levied on various events including inheritances and gifts.  However, transfers 
to spouses, descendants and ascendants are exempt from this stamp duty.  Portugal adheres to the 
territoriality principle for the purposes of this stamp duty.  Accordingly, a gratuitous transfer by reason of 
an inheritance or gift is taxable if the property transferred is situated or presumed to be situated in 
Portugal.17  
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17 Id. at § 5. 



 

Slovakia 

1. Does the country have a tax system in place? 

 Yes.  In the Slovak Republic (“Slovakia”), there are corporate and personal income taxes, standard 
value added tax (VAT), taxes levied on selected assets (such as real estate, motor vehicle tax), and excise 
duties levied on specific goods (e.g., alcohol or tobacco products).1  Taxes are administered on three 
levels: (i) by the Ministry of Finance of the Slovak Republic, (ii) by the Tax Directorate of the Slovak 
Republic with 8 regional offices, and (iii) by Local Tax Offices. There also is a Tax Office for Selected 
Taxpayers (i.e., banks, insurance companies and tax payers with annual income exceeding 
33,139,918.87 €).2 However, as of January 1, 2013 the Tax Directorate shall be abolished and replaced by 
a Financial Directorate of the Slovak Republic covering both the tax administration and the customs 
administration area, while local tax administration authorities shall be abolished and replaced by local 
financial offices as the tax and customs local administration bodies.3 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  In general, tax exemptions are related to the specific taxes and activities, not the legal form 
or benefit status of an NGO.4 Income of NGOs from donations and inheritance is generally exempt from 
income tax, as is other income from statutory activities, including membership fees. Also exempt from 
income tax are grants covered by international agreements binding upon the Slovak Republic. Certain 
NGOs are generally exempt from tax on donation, including those whose statutory activities relate to 
health care, humanitarian assistance, social care, the operation of schools and other educational 
activities, science, physical fitness and sports for children and youth, and the protection of the 
environment.5  The non-statutory economic activities of NGOs are taxed at the general income tax rate.6 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No.  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

                                                 
1 Lex Mundi, Guide to Doing Business in Slovakia (12/1/2011), 50, available at 
http://www.lexmundi.com/lexmundi/Guides_To_Doing_Business.asp.  
2 See http://www.drsr.sk/drsr/english/authority.html.  
3 Lex Mundi, supra note 1. 
4 European Foundation Centre (EFC), Country Profile Slovakia, 15, available at http://www.efc.be/programmes_services/resources/Pages/Legal-
and-fiscal-country-profiles.aspx. 
5 U.S. Int’l Grantmaking, Country Information: Slovakia, http://www.usig.org/countryinfo/PDF/slovakia.pdf. 
6 Id. 



 Yes. The Income Tax Law permits deductions for donations to non-governmental organizations 
(NGOs) through the special procedure provided in Section 50.  Under this provision, a natural or legal 
person may request to the financial office that the taxpayer’s paid income tax be allocated to one (in the 
case of a natural person) or more (in the case of a legal person) NGOs of the taxpayer’s choice.  A natural 
person may allocate up to 2% of his or her paid tax to an NGO that is registered on a special public list, or 
up to 3% of his or her paid tax if the taxpayer can prove that the taxpayer has been involved in voluntary 
work for more than 40 hours during the tax period.  Further, a legal person may allocate up to 2% of its 
tax base if the taxpayer can prove that a minimum of .5% of its paid tax has been donated to non-profit 
organizations.7 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes. See the response to question 5. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Unknown. 
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7 See http://www.usig.org/countryinfo/slovakia.asp#deductibility 



 

Spain 

1. Does the country have a tax system in place? 

 Yes.  In Spain, tax is imposed on individuals’ income, including capital gains, both nationally and 
with respect to the autonomous regions, and contributions to social security must be made by employees.  
There is also a wealth tax in effect for this year on a resident individual’s worldwide net wealth.1 There is 
an inheritance and gift tax levied on behalf of the Spanish autonomous regions on the beneficiary or 
donee of the inheritance or gift.  Corporations are subject to a corporate income tax and a local business 
tax as well as value added tax (VAT) and social security contributions and certain indirect taxes such as 
capital duties, transfer taxes and stamp duties. 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Income from the pursuit of a tax exempt organization’s purpose is tax exempt.  Income from 
movable assets and unrelated economic activities, however, are not.2   There is a special tax regime for 
certain foundations that register and ask for special treatment and for other public benefit organizations.3  
Tax exemption is available on income tax if the entity uses at least 70 percent of its net income to pursue 
the entity’s general interest purpose and unrelated economic activities cannot exceed 40 percent of the 
entity’s total revenue.  In addition, income from non tax-exempt economic activities is taxed at a special 
corporate tax rate of 10 percent rather than the general corporate tax rate of 25-30 percent.4 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Annual financial reports and accounts as well as annual action plans must be submitted to 
the Protectorate.   

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

  No. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  There is a tax credit for donations to qualifying non-profit organizations of 25 percent of the 
value of the donation for individual income tax purposes.  You must obtain a certificate from the charity 
showing the donation was made.  In addition, there is a provision of Spanish law that permits the 
application of .7 percent of an individual’s tax to each of the Catholic Church and/or to certain non-
governmental organizations active in social action and cooperation.  There is a 35 percent tax credit for 
gifts to qualifying organizations by corporations if certain requirements are met, subject to a limitation of 

                                                 
1 See Royal Decree Law 13/2011 of 17 September 2011. 
2 Corporate Tax Law arts. 133-135.  
3 See Law on Patronage. 
4 Law on Patronage art. 7. 



.1 percent of their turnover.  However, for both individuals and corporations, the tax base of the 
deduction cannot exceed 10 percent of the total taxable base for the period. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  There is an inheritance and gift tax levied on the recipient.  In most regions, however, the tax 
has been substantially reduced for resident individuals by a 99% allowance for descendants, ancestors 
and spouses. 
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Kingdom of Sweden 

1. Does the country have a tax system in place? 

 Yes.  In the Kingdom of Sweden (“Sweden”), tax is imposed in the Kingdom of Sweden (“Sweden”) 
on income and profits, property, imports, delivery of goods and services, social security contributions and 
payroll at the central government (federal) level and at the municipal and county council (local) level.  At 
the federal level, there is one main tax administration authority, the Swedish Tax Agency (income and 
profits), and two other smaller agencies, the Enforcement Agency (collection of taxes) and Customs (value 
added tax (VAT) and customs and excise duties on imports).  The central government and the local 
governments collect a tax on all employment and business income, with the local government rates 
varying by jurisdiction.  The central government also imposes a payroll tax, paid by employers, that makes 
up part of the social security contributions.  Sweden also imposes a VAT on the delivery of all goods and 
services purchased in the country.1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  To be exempt from income tax an entity must qualify as either a foundation, a non-profit 
association or a registered religious community.  The level of tax exemption granted to an entity depends 
on the type of entity and the classification within that level of entity.   

 A foundation holds assets transferred to it by one or more individuals or legal entities to a 
custodian, to be held for a permanent or long-term given purpose.  To enjoy tax privileges, the foundation 
must be listed in a special catalogue in the Income Tax Act or have one of the six purposes listed in the 
Income Tax Act.2  Depending on the classification of the foundation, either all of its income is exempt or it 
must pay tax on its income from real property and/or business income.  A non-profit association is an 
agreement between at least two individuals or legal entities to pursue non-commercial activities for 
either non-commercial purposes or purposes that promote the financial interests of its members.  Its non-
qualified purposes cannot account for more than 50 percent of its activities, it must spend at least 75-80 
percent of its income on its qualified activities and it must let any person join, unless it can show specific 
grounds for refusing membership.  Examples of non-profit associations include sports clubs, political 
parties and labor unions.  Non-profit associations are exempt from paying tax on income, except for 
income from real property and business income that is not connected to its exempt purpose.  A registered 
religious community is a community for religious activities that is registered under the Act on Religious 
Communities.  Registered religious communities are subject to the same tax exemptions as non-profit 
associations. 

 Foundations, non-profit associations and registered religious communities may also enjoy a VAT 
exemption on services they supply, but most likely will not be exempt from collecting a VAT on sales of 

                                                 
1 Swedish Tax Agency, Taxes in Sweden 2011, http://www.skatteverket.se/download/18.71004e4c133e23bf6db800030152/10412.pdf. 
2 The six purposes are: (i) to promote the care and upbringing of children; (ii) to make contributions to teaching or education; (iii) to engage in 
charitable activities for poor and needy; (iv) to promote scientific research; (v) to promote Nordic cooperation; and (vi) to strengthen Sweden’s 
defense in cooperation with military or other government authorities. See Inkomstskattelag (SFS 1999:1229) ch. 7 § 4, available at 
http://www.notisum.se/rnp/sls/lag/19991229.HTM. 



goods.  Additionally, the exemption only applies to the VAT that the organizations would collect from the 
sale of their goods or services. The organizations would still have to pay the VAT on purchased goods and 
services.3 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Unknown.  

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 Unknown. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  Prior to 2012 there was no deduction for donations to charitable entities.  However, as of 
2012, individuals may claim a 25 percent deduction for all monetary gifts made to non-profit 
organizations that are recognized by the Swedish Tax Agency as entitled to receive deductible gifts.  Only 
donations to organizations that engage in charitable activities for the poor and needy or promote 
scientific research are entitled to the deductible gift.  In order to claim the deduction, the donation must 
be above SEK 2,000 and the deduction cannot exceed SEK 1,500.  All recipients of a donation exceeding 
SEK 200 must submit a tax return to the Swedish Tax Agency listing the donor and the amount.  Donations 
to equivalent foreign entities may be entitled to a deduction if the entity is located in an European 
Economic Area nation or in a country that has a tax treaty with Sweden that recognizes such exchanges.4 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  In order for a donation to qualify as deductible against business income, the donation must 
be a deductible operating cost for the business, meaning the contributor must receive something in 
return, such as goodwill or the results from scientific research.  Individuals may also take this deduction if 
the contribution is in the course of his or her business activities.  Companies are also entitled to take a 
deduction for contributions to research and development as long as the research and development has 
significance to the company’s primary commercial activity.5 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 No.  The inheritance and gift taxes were abolished in 2004 and the wealth tax was abolished in 
2007.6  
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3 Richard Arvidsson, Swedish National Report, Taxation of Charities, available at 
http://eatlp.org/uploads/public/Reports%20Rotterdam/National%20Report%20Sweden.pdf.  
4 Id. 
5 Id. 
6 Swedish Tax Agency, supra note 1. 



 

Switzerland 

1. Does the country have a tax system in place? 

 Yes.  In Switzerland, tax is imposed at both the federal and cantonal level, and to a lesser extent, 
at the municipal level.  The federal government imposes taxes on both personal and corporate income.  
The federal government also levies a value added tax (VAT) designed to reflect the Sixth EU VAT Directive.   

  In addition to taxes levied at the federal level, the 26 cantons are fiscally sovereign and have full 
rights to impose cantonal taxes.  For example, most cantons impose taxes on property, inheritance, gifts, 
and net wealth, while the federal government does not.  Also, cantons administer tax assessment and 
collection on behalf of the federal government.1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Switzerland exempts from income tax organizations dedicated to public service or public 
utility from corporate income tax, though these organizations can be liable for capital gains.2 Switzerland 
also exempts from the VAT charitable organizations generating turnover from taxable supplies of less than 
150,000 francs (measured without the tax), unless the exemption is waived.3   

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

Yes.  Both associations and foundations have reporting requirements that vary depending on the 
size of the organization. In addition to the requirements below, cantons and municipal governments have 
regulatory authority to impose reporting requirements. 

 
Associations must submit their financial information annually for a full audit to the federal 

government if it meets two of the three following criteria during two consecutive years: (i) total assets of 
10 million francs; (ii) Revenue of 20 million francs; and (iii) 50 full-time employees.4  Additionally, if a 
member of the association is personally liable for the financial well-being of the association, he or she 
may request a limited external audit.5 

For foundations, the reporting requirements also depend on the foundation’s size, though Swiss 
law mandates that all foundations name external auditors unless exempted by the Federal Council.6  For 

                                                 
1 Switzerland – Corporate Taxation, Country Surveys IBFD [hereinafter “Corporate Taxation”]; Switzerland – Individual Taxation, Country Surveys 
IBFD.  
2 Loi fédérale sur l’harmonisation des impôts directs des cantons et des communes art. 23, available at 
http://www.admin.ch/ch/f/rs/642_14/a23.html (last visited July 23, 2012). 
3 Value Added Tax Act art. 10, available at http://www.admin.ch/ch/e/rs/6/641.20.en.pdf (last visited July 23, 2012). 
4 Swiss Civil Code art. 69b, available at http://www.admin.ch/ch/e/rs/2/210.en.pdf (last visited July 23, 2012). 
5 Id. 
6 Id. at art. 83b.  



instance, foundations that satisfy two of the following three criteria during two consecutive fiscal years 
are required to submit a full/ordinary audit: (i) total assets of 20 million francs; (ii) revenue of 40 million 
francs; and (iii) 250 full-time positions.7  For foundations that do not meet two of the three criteria above, 
the government requires a limited audit.8  However, foundations with fewer than ten full-time employees 
are exempt from filing a limited audit if approved by the foundation’s board.9  The government also 
reserves the right to require foundations that have submitted a limited audit to supplement that 
information and submit a full audit “where necessary for a reliable assessment of the foundation’s 
financial situation.”10 

 
5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

Yes.   

6. If yes to 5, then do individuals and corporations have different incentives? 

Yes. Individuals are allowed to deduct donations to approved charities up to 20 percent of their 
annual income minus deductions, as long as the donation totals at least 100 francs.11  At the federal level, 
corporations can deduct both in-kind and cash gifts as business expenses up to 20 percent of net income 
as long as the recipient organizations are tax-exempt public service or public utility organizations situated 
in Switzerland.12  Incentives vary at the canton level, though most mirror the federal thresholds.   

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

Yes.  The federal government does not impose any type of estate tax.13  However, most cantons 
(22 in total) impose their own inheritance, gift, and/or wealth taxes.  Most cantons provide an exemption 
from gift and inheritance taxes for donations to certain charities.14 
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7 Federal Act on the Amendment of the Swiss Civil Code art. 727, available at http://www.admin.ch/ch/e/rs/220/a727.html (last visited July 23, 
2012). For information on the contents of a full/ordinary audit, see art. 728a, available at http://www.admin.ch/ch/e/rs/220/a728a.html (last 
visited July 23, 2012). 
8 Id. For information on the content of a limited audit, see art. 729a, available at http://www.admin.ch/ch/e/rs/220/a729a.html (last visited July 
23, 2012). 
9 Federal Act on the Amendment of the Swiss Civil Code, supra note 7. 
10 Swiss Civil Code art. 83b, available at http://www.admin.ch/ch/e/rs/2/210.en.pdf (last visited July 23, 2012). 
11 Loi fédéralesur l’impôt fédéral direct(LIFD) art. 33a, available at http://www.admin.ch/ch/f/rs/6/642.11.fr.pdf (last visited July 23, 2012). 
12 Id. at art. 59.  
13 Corporate Taxation, supra note 1.   
14 Nedim Peter Vogt, Tina Wustemann and Christoph Oliver Schmid, Switzerland: Charitable Giving and Taxation of Charities, 15 Trusts & Trustees 
5 (July 2009).  
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Turkey 

1. Does the country have a tax system in place? 

 Yes. The tax system in Turkey is progressive (i.e., higher tax rate applies to higher income); 
individual tax rates in 2012 vary from 15 percent to 35 percent, and the standard rate of corporate tax is 
20 percent. An individual in Turkey is liable for tax on his income as an employee and on income as a self-
employed person. An individual’s taxable income includes capital gains. In the case of an individual who 
satisfies the test of a “permanent resident” (residence of over 6 months in Turkey during any calendar tax 
year must be established), the tax is calculated on income earned in Turkey and overseas. A foreign 
resident employed in Turkey pays tax only on income received in Turkey. A company resident in Turkey 
(i.e. with its legal seat or place management in Turkey) will be liable to pay corporation tax at 20 percent 
(in 2012).1 

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 No. There are two types of charitable institutions in Turkey: (i) foundations (transfer of benefits 
arising from specific private assets to public property by allocating those assets to charitable, social or 
cultural services)2; and (ii) associations (legal entities founded by at least seven individuals who join 
knowledge or activities for a specific and common non-economic goal)3.  

 Tax-exempt status4 may be granted to foundations as well as associations under certain 
conditions, including if such organizations pursue public benefit. However, this status does not generate 
an income tax exemption and has limited impact on other obligations arising from other taxes and duties.  
Tax-exempt status does not have any effect on corporate income tax applied on profits of business 
enterprises of organization or on interest income, dividends, rents or capital gains received by the 
organization itself. Nevertheless, the tax-exempt status grants donors the right to deduct their donations 
to tax-exempt organizations from their taxable income to a certain extent.  

 Similarly, tax-exempt status does not generate a general exemption from the value added tax 
(VAT) applied on the supplies of goods and services of an organization or vice versa. However, the supply 
of goods and services conducted for the purpose of cultural, educational and social purposes by tax-
exempt organizations is exempt from VAT. In addition, certain supplies made by taxable persons to tax-
exempt organizations benefit from exemptions specified by the law. 

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes. All limited companies must submit financial statements. 

                                                 
1 Corporate Income Tax Act, Tax Procedures Code, Personal Income Tax Act, and VAT Act. 
2 Regulated by the Turkish Civil Code and the Foundations Law. 
3 Turkish Civil Code art. 56; Associations Act art. 2(a).  
4 Public benefit association status is also granted by the Council of Ministers upon the advice of the relevant Ministry and the Ministry of Finance 
and on the proposal of the Ministry of Internal Affairs. In order to obtain public benefit status, an association must be operating at least for a year 
and must pursue public benefit, Law No. 5253, Art. 27.  See also Dernekler Yonetmeligi (Official Gazette of 31.3.2005, No. 25772) art. 48 et.seq.   



4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?  

 No. 

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes. The tax-exempt status of organizations grants donors the right to deduct their donations to 
such organizations from their taxable income to a certain extent. The allowable donation, for which a 
receipt should be obtained, may not exceed 5 percent of the taxable income of the donor in the relevant 
taxable period5. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 No. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes. Under the Inheritance and Transfer Tax Law, the transfer of any immovable and movable 
property, wherever situated, as inheritance or gift is subject to the inheritance and transfer tax rules. 
However, asset allocations to tax-exempt charitable organizations are exempt from inheritance and 
transfer tax.6 
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5 Corporate Income Tax Law art. 10(1)(c); Individual Income Tax Law art. 89(4). 
6 Inheritance and Transfer Tax Law art. 3(b).  



 

United Kingdom 

1. Does the country have a tax system in place? 

 Yes.  In the United Kingdom (“U.K.”), tax is imposed on income, profits of a trade or profession, 
transfers of an interest in U.K. land, capital gains, imports, duty on the sale of certain goods including 
tobacco and alcohol, estates and some lifetime gifts.  The tax system is administered by Her Majesty’s 
Revenue & Customs (“HMRC”).  Wages and salaries are subject to employer and employee National 
Insurance Contributions.  The U.K. has a value-added tax on goods and services, including on some 
imported goods and services.    

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  Organizations which qualify for charitable status under English law may claim an exemption 
from tax on most forms of income and capital gains, including trading income of the charity provided 
certain conditions are met.  All charitable tax exemptions are subject to the condition that the income 
(and gains) are applied to the charity’s charitable purposes.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Organizations which qualify for charitable status under English law will normally be required 
to register with the Charities Commission, the regulatory body for charities.  Registered charities are 
required to file annual reports with the Charities Commission.  Charities which are not required to register 
with the Charities Commission may apply to HMRC for tax exempt status as a charity. 

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 Yes.  Charities with income of less than £5,000 per annum cannot register with the Charities 
Commission.  Certain other charities do not have to register but this is determined partly by their status.  
Such charities are either excepted (mainly churches and chapels of some Christian denominations and 
funds connected with them, charitable service funds of the armed forces and Scout and Guide groups) or 
exempted (including most universities, national museums and galleries and governing bodies of voluntary 
and foundation schools) from registration.  Charities may only be excepted if their income is below 
£100,000 per annum.   

 The information which must be reported to the Charities Commission depends on the amount of 
income received by the registered charity.  A charity with income of less than £10,000 may not be 
required to file a return, but it is a legal requirement for charities with income over £10,000 to complete 
an Annual Return.  The information which must be included in the Annual Return increases as the level of 
income increases with different reporting requirements for charities in the following income bands: 
annual income £10,000 or less, annual income over £10,000 and up to £25,000, annual income over 
£25,000 and up to £500,000, annual income over £500,000 and up to £1 million, annual income over £1 
million.    

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 



 Yes.  The U.K. provides relief on charitable contributions for income tax, capital gains tax and 
corporation tax purposes, provided certain conditions are met.  Generally, a charitable donation of 
money, of certain shares, securities and other investments or of land and buildings, made by an individual 
who has paid, or will pay U.K. income and/or capital gains tax, will qualify as a Gift Aid donation.  A Gift 
Aid donation is treated as if the donor has already paid the basic rate income tax upon the amount of the 
donation.  The donor must provide a Gift Aid declaration to the charity, which can then reclaim the basic 
rate tax amount.  The donor, on the other hand, can claim relief for any higher or additional rate tax paid 
on the Gift Aid donation above the basic rate.  At present, there is no upper limit on what an individual 
donor can give to charity and still qualify for Gift Aid.   

 Generally, companies can claim relief for qualifying donations paid to charities for the accounting 
period during which the donation is made.  Donations can be of money, of certain shares, securities and 
other investments or of land and buildings.  Donations paid by companies are paid gross so that no tax is 
repayable to the charity.  For the charity, the donation is treated as potentially taxable income but is 
exempt from tax provided it is applied for charitable purposes.  The company can set the amount of the 
donation against profits for corporation tax purposes.  Although there is no limit on the amount of 
qualifying donations a company can make, such donations cannot be used to create or add to the 
company’s trading losses, nor can excess donations be carried forward or back.   

 An inheritance tax deduction is also available for gifts to charity.  Gifts to charities outside the 
European Union are generally not deductible for tax purposes, however, many foreign charities have 
associated U.K. tax-exempt organizations to receive gifts from U.K. donors. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  See response to question 5.   

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Inheritance tax is payable on the estates of deceased persons and on certain lifetime gifts.  
The value of any charitable gifts made from an individual’s estate (whether during his or her lifetime or 
upon death) are exempt from inheritance tax.  For deaths on or after April 6, 2012 a new 10 percent 
incentive relief may be applied to charitable gifts from the estate.  The relief will be available where 
charitable legacies make up 10 percent or more of the net estate.  If all the conditions are met, the rate of 
inheritance tax payable by the estate will be reduced from 40 percent to 36 percent.  This new relief is 
due to become law in Finance Act 2012. 
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United States of America 

1. Does the country have a tax system in place? 

 Yes.  In the United States of America (“U.S.”), tax is imposed on income, property, sales, imports, 
payroll, estates and gifts at the federal level and, in certain instances, at state and local levels.  On the 
federal level, there are three tax administrations: the Alcohol and Tobacco Tax and Trade Bureau (i.e., 
taxes on alcohol, tobacco and firearms), the U.S. Customs and Border Patrol (i.e., taxes on imports) and 
the Internal Revenue Service (the “IRS”), which taxes all other domestic activities (e.g., income, estates, 
gifts, etc.).  The U.S. has no sales or value added tax (VAT) at the Federal level, but most states, and some 
cities, have a sales tax.  The IRS is a division of the U.S. Department of Treasury.  The organization of state 
and local tax administrations varies widely by jurisdiction.  

2. If yes to 1, then does the country provide tax exemption for non-profits? 

 Yes.  To be exempt from federal income tax and many state income taxes, an organization must 
qualify as a charitable organization pursuant to the requirements set forth by the IRS.1  Qualification 
requires that the organization be created or organized and operated exclusively for religious, charitable, 
scientific, literary or educational purposes, as those terms are used in Section 501(c)(3) of the Internal 
Revenue Code of 1986, as amended (the “Code”), and which otherwise qualifies as an organization 
described in Section 501(c)(3) or 170(c)(2) of the Code.  The U.S. does not restrict the number of 
organizations of any type that may qualify as tax-exempt, but does require that they be organized and 
operated for their exempt purposes, and not to benefit individuals controlling the organization.  

3. If yes to 2, then does the country provide reporting requirements for non-profits? 

 Yes.  Every qualified charitable organization exempt from federal income tax must file an annual 
information return (i.e., Form 990, Return of Organization Exempt From Income Tax) unless the IRS has 
exempt such organization, or type of organization, from filing.2  Organizations generally exempt from 
filing annual information returns include: religious/church affiliated organizations; state institutions; 
certain corporations organized by an Act of Congress; governmental units or affiliates of a governmental 
unit; private foundations (private foundations are required to annually file Form 990-PF, Return of Private 
Foundation); and political organizations.3     

4. If yes to 3, then are those reporting requirements sensitive to the size of organizations?   

 Yes.  Qualified tax-exempt organizations whose annual gross receipts are greater than $200,000 
or total assets are greater than $500,000 must file Form 990, Return of Organization Exempt From Income 
Tax.4  Qualified tax-exempt organizations whose annual gross receipts are less than $200,000 or whose 
total assets are less than $500,000 may file a short form return, Form 990-EZ, Short Form Return of 
Organization Exempt From Income Tax.5  Small tax-exempt organizations whose annual gross receipts are 

                                                 
1 I.R.C. §§ 501(c)(3) and 170(c)(2). 
2 I.R.S. Resources, Annual Exempt Organization Return: Who Must File, available at http://www.irs.gov/Charities-&-Non-Profits/Annual-Exempt-
Organization-Return:--Who-Must-File. 
3 Id. 
4 Id. 
5 Id. 



less than $50,000 (or less than $25,000 for tax years ending before December 31, 2010) may file a simple 
electronic annual report (i.e., Form 990-N, Electronic Notice (e-Postcard)).6  

5. If yes to 1, are there tax incentives in place to encourage philanthropy? 

 Yes.  The U.S. provides charitable contribution deductions for federal income tax purposes.  Such 
deductions are allowable for contributions of cash, property or, in limited cases, services to (or for the use 
of) qualified tax-exempt organizations, subject to deduction rules set forth by the IRS.7  Generally, 
contributions to qualified tax-exempt organizations are deductible to the donor up to 50 percent of the 
donor’s adjusted gross income, unless the donee organization uses earnings to benefit a private 
shareholder or if it attempts to influence political campaigns or legislation.  In most states, charitable 
deductions are available for state income tax purposes.  Gifts may be of capital and still get an income tax 
deduction, although the annual limitation for individuals is lower (30 percent of the donor’s adjusted 
gross income rather than 50 percent) for non-cash gifts, and there are further limits on deductions for 
gifts of art or other collectibles, or inventory property.  Estate and gift tax deductions are also available for 
gifts to charity.  Gifts to foreign charities are generally not deductible for income tax purposes, however, 
many foreign charities have associated U.S. tax-exempt organizations to receive gifts from U.S. donors. 

6. If yes to 5, then do individuals and corporations have different incentives? 

 Yes.  Corporations may claim deductions for charitable contributions, in cash or other property to 
(or for the use of) qualified tax-exempt organizations.  Although the incentives are similar to those for 
individuals, there is a limitation on such deductions by corporations.  Generally, a corporation cannot 
deduct charitable contributions that exceed 10 percent of the corporation’s taxable income for the tax 
year.8  Any contributions in excess of the 10 percent limit may be carried over to each of the subsequent 5 
years; a corporation loses any excess not used within the 5 year period.9  In most states, charitable 
deductions are available for state income tax purposes, subject to similar limits as imposed at the federal 
level. 

7. Finally, does there exist an “estate tax” or some equivalent mechanism that encourages the 
creation of donor institutions? 

 Yes.  Federal estate tax is imposed on the transfer of the taxable estate of every decedent who is 
a U.S. resident or citizen.10   The taxable estate of a decedent does not include charitable contributions 
(i.e., any portion of an estate going to charity is not subject to the federal estate tax).11  For states which 
that impose an estate tax, charitable deductions are generally available for state estate tax purposes.     
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6 I.R.S. Exempt Organizations Annual Reporting Requirements - Annual Electronic Notice (Form 990-N) for Small Organizations: Who Must File, 
http://www.irs.gov/Charities-&-Non-Profits (follow “Annual Reporting & Filing” hyperlink; then follow “Annual electronic notice (e-Postcard) for 
small exempt organizations” hyperlink; then follow “Frequently Asked Questions” hyperlink under “Additional Information” heading. 
7 Treas. Dept., I.R.S. Publication 526 (2011), available at http://www.irs.gov/pub/irs-pdf/p526.pdf. 
8 I.R.C. § 170(b)(2). 
9 Treas. Dept., I.R.S. Publication 542 (Rev. March 2012), available at http://www.irs.gov/pub/irs-pdf/p542.pdf. 
10 I.R.C. § 2001(a). 
11 I.R.C. § 2055. 
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