How to reimburse expenses

Stick to “out of pocket” or actual expenses
It’s extremely important to reimburse “out of pocket” expenses only. This means reimbursing against receipts, bus tickets etc. Some organisations prefer to pay a flat rate – eg £5 per day. While this might be simpler to administer in terms of paperwork, it can cause problems for both the organisation and its volunteers.

Volunteers in receipt of state benefits are entitled to receive out of pocket expenses only. Claimants receiving more than their actual expenses may lose part of their means tested benefit, and the nature of their volunteering may also be called into question. Also, asylum seekers who volunteer are only allowed to receive out of pocket expenses. They must not be given something that would be regarded as income.

Money over and above out of pocket expenses is regarded as income by HM Revenue and Customs, and is therefore taxable. Note that the entire sum a volunteer received would be taxed, not just the portion above the actual expense. It is likely too that the organisation would have to put such volunteers through PAYE, as HM Revenue and Customs would treat such ‘volunteers’ as they would employees.

Local tax offices may in rare circumstances agree flat rates for volunteer expenses, but this would not prevent the payments being regarded as income for the purpose of state benefits. The flat rate expenses could also be regarded by a tribunal or similar body as payments forming part of a contract for work.

Expenses payments that exceed volunteers’ actual costs may be regarded as a payment in return for the work they have carried out. This could be regarded as a contract by a tribunal or similar body, giving the volunteers the same rights as workers or employees – including the national minimum wage. This is a complex issue. For more information please refer to the guidance mentioned at the end of this document. 

Some organisations try to avoid the above problems by referring to payments to volunteers as ‘honoraria’. While HM Revenue and Customs does accept genuine one off payments as non-taxable gifts, such payments are likely to affect state benefits. If the honorarium is in any way expected it may also be regarded as a payment for work or services, and potentially affect the legal status of a volunteer.

In any case, even for tax purposes, an honorarium should be a genuine one-off ‘thank you’ payment. If it is expected, hinted at or regularly given it would be treated as any other taxable income.

Use clear record-keeping
For all the above reasons it is important to reimburse out of pocket expenses only, which means asking volunteers to produce receipts, bus tickets etc. It makes sense to create a simple claim form that you can keep with copies of the documentation. A template expenses claim form is available in the 'Expenses' section of the Good Practice Bank on Volunteering England’s website.

Have volunteer-friendly procedures
Some organisations only reimburse expenses on a monthly basis. This might be easier for the organisation to manage, but it can be very difficult for people on low incomes to wait that long to be reimbursed. Volunteers should be able to claim back expenses as soon as possible. Also, it’s generally much better for volunteers to receive their expenses as cash rather than a cheque. Some people do not have bank accounts, and in any case cheques have to clear.

For this reason, your organisation should consider reimbursing expenses in advance. This is now permissible for volunteers on benefits under the Social Security Amendment (Volunteers) Regulations 2001. This was introduced to recognise that it can be difficult for a person on benefits to find the money for travel, food etc even if it is reimbursed later. Note that this is still reimbursement. Any unspent money should be returned, and evidence of the expenses should still be collected.

Encourage all volunteers to claim expenses
As mentioned earlier, some volunteers may feel that they do not need or even should not be offered expenses. Explain the equal opportunities issue – that not everyone can afford to write off costs incurred through volunteering. It’s important that there is no stigma attached to claiming expenses, so it would be better if everyone put in a claim, even if they returned the sum as a donation. Another key reason for encouraging everyone to take their expenses is so that organisations have an accurate picture of volunteer costs for funders.

Further information

Volunteering England Information Sheets
“Saying ‘Thank You’ to Volunteers”


 HYPERLINK "http://www.volunteering.org.uk/resources/goodpracticebank/Information/nationalminimumwageandvolunteers.htm" “National Minimum Wage and Volunteers”


 HYPERLINK "http://www.volunteering.org.uk/resources/goodpracticebank/Information/volunteertravelexpenses.htm" “Volunteer Travel Expenses”


 HYPERLINK "http://www.volunteering.org.uk/resources/goodpracticebank/Information/volunteercareexpenses.htm" “Reimbursing Care Expenses to Volunteers”
Volunteering England Good Practice Bank
Includes a section about 'Expenses and State Benefits'
http://www.volunteering.org.uk/goodpractice 
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