Committee Stage Debate on ICTRG proposed amendments re lowering the threshold and extending the relief to non-cash assets.  26.02.03


   Mr. R. Bruton: I move amendment No. 118:

In page 109, between lines 25 and 26, but in Chapter 3, to insert the following new section:

"55.-Section 848A of the Principal Act is amended-

(i) in subsection (1)(a) by substituting the following for the definition of 'relevant donation':

‘ "relevant donation" means a donation which satisfies the requirements of subsection (3) and takes the form of 

(a)the payment by a person (in this section referred to as the "donor") of a sum or sums of money amounting to at least €100, or

(b) the donation of any non cash asset by a person (in this section referred to as the "donor") with a market value at the date of the donation of at least €100,

to an approved body which is made-

 (i)
where the donor is a company, in an accounting period, and

(ii)
where the donor is an individual, in a year of assessment.’,

(ii)
by inserting after the definition of ‘approved body’ the following definition:

‘ "market value" has the meaning assigned to it by subsection (3A);’,

(iii)
by amending the definition of ‘appropriate certificate’ as follows:

(i) substituting in subparagraph (ii) ‘year of assessment’ for ‘year of assessment, and’,

(ii) substituting in subparagraph (iii) ‘of the donor, and’ for ‘of the donor;’,

(iii) inserting after subparagraph (iii) the following subparagraph:

(iv)
‘in the case of a non cash donation a statement specifying a description and the market value of the donated asset.’,

(iv) by inserting the following subsection after subsection (3):

‘(3A)(a) For the purpose of this section, the market value of any non cash asset (in this subsection referred to as "the property") shall, subject to paragraph (d) be estimated to be the price which in the opinion of the Revenue Commissioners the property would fetch if sold in the open market on the valuation date in such manner and subject to such conditions as might reasonably be calculated to obtain for the vendor the best price for the property.

(b) The market value of the property shall be ascertained by the Revenue Commissioners in such manner and by such means as they think fit, and they may authorise a person to inspect the property and report to them the value of the property for the purpose of this section, and the person having custody or possession of the property shall permit the person so authorised to inspect the property at such reasonable times as the Revenue Commissioners consider necessary.

(c)
Where the Revenue Commissioners require a valuation to be made by a person authorised by them, the cost of such valuation shall be defrayed by the Revenue Commissioners.

(d)
Where the property is acquired at auction by the person making the gift, the market value of the property shall, for the purposes of this section, be deemed to include the auctioneer's fees in connection with the auction together with-

(i) any amount chargeable under the Value-Added Tax Act 1972, by the auctioneer to the purchaser of the property in respect of those fees and in respect of which the purchaser is not entitled to any deduction or refund under that Act or any other enactment relating to value-added tax, or 

(ii) in the case of an auction in a country other than the State, the amount chargeable to the purchaser of the property in respect of a tax chargeable under the law of that country which corresponds to value-added tax in the state and in relation to which the purchaser is not entitled to any deduction or refund.’,

(v)
in section 547 by the insertion of a new subsection (5) as follows:

‘(5) This section shall not apply in respect of gifts of assets which are "relevant donations" for the purposes of section 848A.’,

(vi)
by the insertion of a new section 547A as follows:

‘547A."Notwithstanding any other provision of the Capital Gains Tax Acts where a person disposes of an asset which is treated as a "relevant donation" for the purposes of section 848A, the consideration for the disposal shall be deemed to be of such amount as would secure that on the disposal neither a gain nor a loss would accrue to the person making the disposal.’.".

This is an amendment sponsored by the charities group.  The group is keen that the benefits of the Minister's project for giving tax relief should be extended, the threshold set at €250 be reduced to €100, and the concession would be extended to non-income tax donations, gifts, etc.  I would be grateful if the Minister would address the case made that this is a useful way of promoting not-for-profit voluntary work and giving a good cost effective yield to the taxpayer for the money put into it.

   Mr. McCreevy: The amendment sets out a number of propositions.  It proposes to reduce the minimum qualifying donation to approved bodies from the current €250 to €100.  It also proposes to allow income tax or corporation tax relief for the donation of non-cash items to such bodies.  The third element of it effectively provides that the donor of the non-cash item is exempt from capital gains tax and the recipient is treated for CGT purposes as having acquired the item at the price paid by the donor.  This means that on a subsequent disposal that full gain accrues to the approved body.  The approved bodies in question are eligible charities and other bodies including first and second level schools and third level institutions, including universities.

  The proposal to reduce the donations limit to €100 has been made on a number of occasions since I introduced this relief in 2001.  I am also aware that the Irish Charities Tax Reform Group has been pressing for this reduction for some time too.  I have considered this question but have decided not to reduce the minimum amount at this time.  Being at the taxpayer's marginal rate of tax, which, for an individual donor, could be as high as 42%, the relief is already generous.  A reduction in the minimum donation would have the effect of increasing the numbers of donations qualifying for relief and could therefore be costly to the Exchequer.  Donations for any year can be on a cumulative basis so that a monthly donation of little more than €20 can qualify for the relief.  Although I understand the desire of those concerned to have the lower limit reduced still further, I am not aware that the €250 limit has had any negative impact on the level of donations generally.  This enhanced relief is relatively new and I consider significant changes should not be considered until it has operated for a few years and can be reviewed and assessed.

  As regards the proposal to allow the donation of non-cash items, under existing law, donations must be in the form of money in order to attract the relief.  This amendment also contains provision for the Revenue Commissioners to be responsible not only for the valuation of the items being donated but also for the costs involved in obtaining such valuations.

  This issue has been raised before.  I am concerned that there could be difficulties in giving relief where, for example, the value of an unusual item is in dispute and I am not satisfied that Deputy Bruton's proposals regarding valuation will solve them.  In addition, the means whereby the relief is given in the case of a PAYE donor presupposes that the individual is making the donation from income on which he or she has paid income tax to the value of the relief being claimed.  While there is some prospect that this is the case when the donation is in the form of money, such a link may be broken where non-cash items are involved.

  The difficulties associated with the donation of non-cash items are not restricted solely to valuation.  There is potential also for abuse, for example, in the case of donations of shares in private companies where share values could be manipulated to enhance relief for the donor.

  The third element to this amendment effectively proposes to exempt the donor from capital gains tax while treating the recipient as if he or she had acquired the asset at the price the donor did.  The effect of this would be that the donor would receive income tax relief at the market value of the asset whereas he or she would be treated, for CGT purposes, as having disposed of the asset at the original price paid even if that was considerably below the current market value.  A CGT exemption for the donor already exists for the donation of non-cash items to charities under section 611 of the Taxes Consolidation Act 1997.  This exemption has existed since capital gains tax came into being in 1974.  Charities are exempt from capital gains tax under section 609 of that Act.

  Charities are exempt from income tax, corporation tax and capital gains tax only if the funds are used for charitable purposes.  These exemptions do not apply to all other approved bodies under the donations scheme.  There is, therefore, a clear distinction in tax law between charities and these other bodies.  Simply because the Oireachtas has decided to allow income tax or corporation tax relief for donations to a variety of bodies, including charities, does not mean it must also give the CGT exemption for the donation of non-cash items to those same bodies.  Charities are a special case, even among approved bodies, and justified on their own merits.

  I am not satisfied that there is sufficient justification to extend this beneficial CGT treatment across the board for donors making donations to all approved bodies.  It is my view that the difficulties associated with this set of proposals outweigh the benefits.  I am not prepared to accept the amendments.

  I remind the Deputy and, through him, the Irish Charities Tax Reform Group of the history in my tenure of tax relief on donations to charity.  When I was in Opposition, the then Minister for Finance brought forward a proposal for tax relief on donations to Third World charities whereby every donation to a registered Third World charity would be topped up by the Revenue Commissioners.  That was sought by the Irish Charities Tax Reform Group, but only for Third World charities.  I proposed at the time that it should be extended to Irish charities but the Minister, for his own reasons, did not accede to the request.

  When I became Minister for Finance, I acceded to the request and went further.  In the budget two years ago, I made a major change of grouping all reliefs with no restrictions as to what bodies donations could be made, be they charities, sports bodies, schools, universities, etc.  This was beyond the wildest dreams of the Irish Charities Tax Reform Group which never lobbied for such a change because it did not believe it would come into existence.

  Having done that, I have since been lobbied extensively by Deputies who have also tabled questions about making charities exempt from VAT or introducing a VAT system that would go in that direction.  Members can check the record and will see that, in the area of tax reform for charities, I have gone above and beyond what was sought and have given what was never sought because it was thought no Minister would grant it.  If charities persist with this lobbying for further tax exemption, I am likely to wake up some morning in a bad humour and withdraw all these reliefs.

   Mr. R. Bruton: That comment is flippant.

   Mr. McCreevy: No it is not.  It may sound flippant, but I have a reputation for doing the things I say I will do.

   Mr. R. Bruton: People involved with charities look to the Government for consistency and not impetuous reactions to ideas put forward which some would say are good and while others would claim are bad.  It would be a poor state of affairs if, because a group lobbied for a certain change, the Minister in a fit of pique withdrew all the reliefs of which it can avail.

   Mr. McCreevy: I have granted more changes than were ever sought and these are above and beyond what was thought a Minister would ever introduce.  Now more exemptions are being sought.  The amendment has been drafted by the group.

   Mr. R. Bruton: The Minister is effectively saying that if the group does not shut up and keep quiet, he will withdraw all reliefs.  That is not consistent with a proper working democracy.  People have a right to put their case.  The Minister would have been better to have stuck to his speaking note because it was sympathetic and suggested that, in the fullness of time, he might reduce the threshold from €250 to €100, but that the system was only recently introduced and that he had not had an opportunity to establish its track record.

   Mr. McCreevy: I have explained in the Dáil on a number of occasions that, having seen how the system operates for a few years, I might be inclined to consider reducing the figure from €250.  I have found that, despite the generosity I have shown in recent years, this group keeps coming back for more.

   Mr. R. Bruton: That is any group's right.  The Minister will see that, over the years, companies have lobbied persistently for certain concessions in the tax regime that applies to them.  People have lobbied for years on deposit interest retention tax since it was introduced.  The fact that the Minister makes concessions does not mean they must put up or shut up, which is effectively what he is saying.

   Mr. McCreevy: The group in question never lobbied for the generous scheme I introduced.  It was astounded by it.

   Mr. R. Bruton: My point is that these types of truculent threats have no place in a consistently applied tax regime and the Minister should not indulge in them.  He showed great foresight in introducing the scheme.  The fact that it is a great success does not necessarily mean he made a mistake.

   Mr. McCreevy: This scheme has not been availed of to the extent it will be in years to come.  The change I made in this area will be of great benefit.  It has not been availed of to a great extent but will be over a period.  There will be considerable benefits for charities. Deputy Burton and others made the case for the regulation of charities when we debated this system.  We should let the major change we have made settle down.

  I have signalled, in respect of other areas of taxation, that the major changes I have made in the past five years must be allowed settle down.  I made significant changes in the personal and corporate taxation regimes and it is now time to let matters settle down.  This also applies to the changes in tax relief on donations to charities.  When I introduced the relief, I set the limit at €250 and said I would be inclined to have it reviewed to see if it could be reduced.  However, I cannot seem to please some of these people.

   Mr. R. Bruton: May I make a constructive suggestion?  I have no doubt the system will be a success and will build over time.  Many people, including myself, have been surprised to receive a letter asking us to sign up to something because our contributions exceeded a certain figure and are eligible for relief.  The system will take hold.

  That said, it has the potential over time to see a consolidation of charitable donations in the hands of a small number of charities with large marketing budgets, and smaller players trying to raise money will effectively be squeezed out.  There is a case for monitoring developments in this area.  One of the merits of reducing the threshold to €100 is that it is just €2 a week which would allow many smaller operators, such as football clubs, to convince people to sign up where the notion of signing up for €250 would be off-putting.  There is a case for reviewing the threshold.

  I accept that the Minister must be careful about how much the system costs and must be satisfied the clubs are being properly administered and give good community and social value.  There is a case for keeping an open mind on it and I am glad the Minister will do so.

  To assist his case, perhaps the Minister should ask the Irish Charities Tax Reform Group to conduct a study of some of the issues he believes need to be addressed and revert to him with a substantive study that adds to the sum total of knowledge on which he might consider change in future.  The Minister would be better engaged in this manner than by uttering truculent remarks to the effect that the group should get off his back or he will revoke all the reliefs.

   Mr. McCreevy: I will bear that in mind.

   Chairman: Is the amendment being pressed?

   Mr. R. Bruton: It is worth pressing it.  I gather there was widespread support in the committee for this amendment which is why I tabled it.

  Amendment put and declared lost.

  Question proposed: "That section 55 stand part of the Bill."

   Mr. N. O'Keeffe: I am not aware there was widespread support for this from the committee.  While I received letters from some charities I did not indicate anything to them.  I was waiting for the counsel of the Minister on this issue.

   Mr. R. Bruton: When the group asked me to table this amendment, it notified me that it had met a number of members of the committee and had received positive answers indicating support.  While I will not invidiously single out the individuals I had understood there were Members on the Government side who were supportive of the proposal.

   Mr. N. O'Keeffe: We have a good party line in our organisation and always stand firmly behind the Minister on a voting issue.

   Mr. R. Bruton: That is why it is so important to eliminate the dual mandate.  Deputies can be devoted to following the will of the Minister on a full-time basis.

  Question put and agreed to.
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