Committee Stage Debate on Joan Burton’s proposed amendment re charity accounts 25.02.03 and Min. McCreevy’s cap of 10% on donations from associated persons.


   Ms Burton: I move amendment No. 67: 

In page 48, before section 21, to insert the following new section:

21.-An approved body pursuant to section 848A of the Principal Act shall make available to the public sufficient particulars of its accounts and such other information as may be required by the Revenue Commissioners.

When I was Minister of State in the Department of Foreign Affairs, I suggested this scheme for the recovery of tax for charitable donations.  It initially applied to Third World charities and was introduced by the Minister's predecessor, Deputy Ruairí Quinn.  There is no legislation dealing with charities, however, other than that which provides for their registration.  Most reputable charities, particularly the larger ones, are registered companies that present accounts to their donors and the general public.  While I was in the Department of Justice I published the heads of a Bill on charity law.  It is probably lying gathering dust in the Department.

   Mr. McCreevy: The Department has moved.

   Ms Burton: It is probably in a dusty file in some other Department.

   Mr. McCreevy: The Deputy should try Minister Ó Cuív's Department.  It is in a state of limbo in the old Department of Social, Community and Family Affairs.  It will probably end up with us eventually.

   Ms Burton: The Minister spoke earlier about protecting the taxpayer.  Charities are big business in this State.  They range from small sports clubs raising funds to large religious bodies with charitable status.  Valuable tax exemptions are granted.  

  I initiated this exemption in the context of the dreadful suffering in Africa to allow generous people to make their giving more efficient.  The major charities want public accountability because if they do not produce accounts, there could be one or two scandals and the good name of a vital sector in this State, to which taxpayers subscribe generously, would be gravely damaged.  

  Why is there no legislation for the charity sector?  In the absence of any legislation, could we insist that charities benefiting from this important relief should be required to produce accounts?

   Mr. Boyle: I wanted an explanation of the section because on the surface it could be seen as petty.  I understand that in the absence of charity legislation there might be a need for some form of control but to limit the contributions of those people involved in voluntary organisations disregards the fact that many of these organisations are staffed voluntarily.  The State attaches no economic value to their work but they help in the delivery of social services, saving the State an enormous amount.  

  To make a proposal in this area without looking at the totality of social service provision and its economic value smacks of a very narrow definition of what these bodies can achieve.  On those grounds I oppose the section.  If the Minister can explain it I might change my mind but in the absence of any firm commitment to introduce a charities Bill, to take this action is mean-spirited and it will send out the wrong message to the dwindling numbers involved in voluntary activity. 

   Mr. R. Bruton: I received an amendment that the Irish Charities Group was seeking to have inserted.  I appear to have been too late in submitting it.  

   Mr. McCreevy: It is further on in the list.

   Mr R. Bruton: I did not see it in the list so I thought I was too late.

   Mr. McCreevy: It relates to section 55.  It is on tomorrow's race card. 

  This amendment proposes the publication of accounts and other information concerning approved bodies which the Revenue Commissioners may require resulting from their administration of section 848A of the Taxes Consolidation Act 1997.  That section is concerned with the scheme of income tax and corporation tax for donations to such approved bodies and includes eligible charities, first and second level schools, third level institutions, including universities, as well as other main bodies.

  In relation to charities the Revenue Commissioners impose a strict set of conditions on bodies newly granted tax exemption as charities.  These include keeping of satisfactory financial records that must be available for inspection by the Revenue Commissioners, proper controls to be in place where funds are raised by public subscription and the first year's financial accounts to be submitted to the Revenue Commissioners within 18 months of an exemption being granted.  Failure to satisfy these conditions will result in the exemption being withdrawn.  In addition, since over 75% of charities and most of the approved bodies, apart from schools, are incorporated, they are already obliged under company law to lodge annual accounts with the Companies Office.  

  Under section 848A approved bodies are receiving, either directly or indirectly, a very substantial tax benefit paid for by the Exchequer and in that context I agree with Deputy Burton that there must be openness and transparency in the way they operate and, in particular, how their funds are applied.  I have no difficulty with that objective.  This issue, however, forms part of a larger review of the whole area of charities regulation.  The Department of Community, Rural and Gaeltacht Affairs will embark this year on a public consultation process as a step towards providing a legislative basis for such regulation.  Consequently, I cannot accept the amendment.  

  When Deputy Quinn was Minister for Finance and Deputy Burton was Minister of State in the Department of Foreign Affairs, she initiated this relief for Third World charities.  I was in Opposition at the time and called for it to be extended to Irish charities but the Minister did not agree.  When I became Minister for Finance it was in my first Finance Bill.  

  Subsequently, in last year's Finance Bill, I made major changes to the whole area based on the method employed in the United States.  After all the controversies, praise and criticism I have endured over six years, this change will have more lasting benefit than many of the other things I have done in Finance Acts.  It includes schools at every level and third level institutions.  I was sick signing forms in the Department of Finance approving this, that and the other.  I brought everything together and made it the same.  If a self-employed person, a company or an individual through PAYE gives over €250 there is tax relief on it.  

  Each year $190 billion is triggered in the United States for charities as a result of tax relief and I thought it was a good idea.  When I put the idea to the officials in the of Finance Department, they came up to me, as is their job, and said that I could not do it because it would cost too much.  The men and women in the Revenue Commissioners interpret the law and collect the money, they do not take a moral position on such matters, while people in my Department do.  Their last refuge was to say that charities are not regulated.  For more than 20 years we have been promising charities legislation in the light of the Costello report.  Approximately three years ago I indicated I had been assured that the necessary changes would be introduced by the Department of Justice, Equality and Law Reform.  I decided last year to proceed with introducing the changes affecting my Department in the expectation that it might encourage the Department of Justice, Equality and Law Reform to proceed.  Accordingly, I introduced significant tax changes, which in time will generate a lot of money.  However, many are unaware of the changes because they have not been strongly advertised.

  When Deputy Quinn was Minister for Finance he promised change in this area.  The matter was eventually transferred to then Department of Social, Community and Family Affairs.  I do not know if the Department acted, but following the election of the new Government it has now been transferred to the Department of Community, Rural and Gaeltacht Affairs.  The Deputy's former party leader suggested that consultants be employed by the Department to draft this difficult legislation.  As it took almost 30 years for the Department of Justice, Equality and Law Reform to act I communicated to my officials on the public expenditure side that assistance could be provided to the Department of Community, Rural and Gaeltacht Affairs.  I agree in principle with Deputy Burton's views on this matter.  I hope the regulation of the charities will be implemented, but I do not consider that amending this section is the way to proceed.

  Deputy Boyle appears to misunderstand the purpose of the section.  It seeks to close off a loophole that has arisen because of some of the changes I introduced.  Since I abolished upper limits, those associated with specific orders have transferred the whole of their income to the order and have therefore attracted total tax relief.  Their full PAYE liability was set off by the relief on the charitable contribution.  Of the €11 million foregone, €9 million is derived from this aspect.  I do not wish to classify it as avoidance speculation because in many instances it has probably been done by those in religious orders for sound reasons.  That was never the intention.  In view of this I propose to limit the amount of relief available to those closely connected to these orders to the effect that they will be only able to transfer 10% of their income.  In view of this I believe Deputy Boyle is opposing the section for the wrong reasons.

   Ms Burton: When I was a Minister of State at the Department of Foreign Affairs I also had a function as Minister of State at the Department of Justice.  With the former Minister for Finance, Deputy Quinn, I sponsored the introduction of the initial relief measure, which was confined to see how it would work.  Much concern was expressed by the Minister's able officials that the floodgates would open and that money would vanish.

   Mr. McCreevy: The floodgates are always going to open.

   Ms Burton: It was done on an experimental basis and also because the bulk of Third World charities are companies, therefore, their accounts are available.  Given my additional function as Minister of State at the Department of Justice, a complete consultation process was undertaken with the entire charity sector.  This entailed updating the Costello report.  Charities large and small throughout the country made presentations about the kind of legislation they wanted.  Smaller charities wanted simple legislation while the larger charities wanted the equivalent of company legislation and accounting rules.  It was suggested that a charities regulator and office be established.

  Nothing has happened because of what the Minister identified as the problem with the disappearance of taxable income, in this instance €11 million.  A significant number of religious bodies and orders of one faith have not had a tradition of accounting system records and publication of accounting information in this jurisdiction, although as members of a worldwide faith, they have had such a tradition in other jurisdictions.  That is why there is no charities legislation.  Given that Irish people are generous and wish to contribute, it is long overdue.  It will be helpful to the religious orders concerned if they accept that accountability should be a fact of modern life.  They should produce accounts like everybody else.

   Mr. Boyle: I thank the Minister for his explanation.  I suspected the purpose of the section was to address an abuse or at least an over enthusiastic pursuit of an opportunity.  However, does the Minister not agree that it is too broad and that the issue should be addressed within the broader context of the charities legislation?

   Mr. McCreevy: I accept that.  In response to Deputy Quinn's concern on the Order of Business last week, I suggested that outside expertise should be provided in drafting that legislation and I suggested to my officials that they become involved if requested by the Department of Community, Rural and Gaeltacht Affairs.

   Ms Burton: The legislation is drafted and is in the Department of Justice, Equality and Law Reform.

   Mr. McCreevy: It is now in the Department of Community, Rural and Gaeltacht Affairs.  This section contains a reasonable provision.  As Minister of Finance I have the power under the provisions of the Taxes Consolidation Act to require eligible charities to publish financial information, including audited accounts.  I understand this power has never been used.  However, I do not consider it would be best way to proceed.  The Revenue gets this information, but if this power was to be enforced the question of the means of publication would arise.  I agree with the proposal of Deputy Burton and others that charities legislation should be enacted which would provide for a charities regulator and so on.  Perhaps the Minister for Community, Rural and Gaeltacht Affairs, who is inclined to progress matters, will act on this.  I will give him every assistance if he needs expert advise.

   Amendment, by leave, withdrawn.

   Section 21 agreed to.
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