29 October 2004 

Minister Brian Cowen, TD

Minister for Finance

Department of Finance

Government Buildings

Upper Mount Street

Dublin 2

Dear Minister Cowen, 

The Irish Charities Tax Reform Group (ICTRG) represents over 150 of Ireland’s leading charities that in themselves interact with close to one million people annually.  Many of the members benefit from Government funding, however, the key to all charities providing the necessary services required, is their capacity to fundraise in both the corporate and private sectors.

Your predecessor, Minister McCreevy, has been very helpful in introducing legislation which has enhanced the tax benefits of ‘making donations to charity’ – and this has certainly increased income across the sector.  The main changes to the legislation were introduced in the Finance Bill 2001.

As we are now dealing with the 2005 Finance Bill – some four years later, we believe it is timely that you as the newly appointed Minister for Finance might look at some amendments to this legislation. We are also asking that the issue of the VAT burden on the sector be addressed.  We have endeavoured to have these matters addressed in recent years – but have not had a positive response from the officials of your Department or the then Minister.

The two areas we request you as Minister to consider are:

· A reduction in the minimum threshold for donations from €250 to €100 and to extend the current tax reliefs on donations to cover gifts of non-cash assets.

· The introduction of a VAT refund mechanism, probably by Ministerial Order.

Significant detail on these areas, which includes VAT research conducted by Ernst & Young, is included in our accompanying submission.

I would also like to take this opportunity to respond to some correspondence from your Department on these matters earlier this year.  It was indicated that government refunds in respect to donations increased from 12m euro in 2001 to 21m euro in 2003.  Some adjustments have been made to the legislation in relation to religious, which will actually reduce this refund total.  In the first (9 month) period of this relief €9M of the €12M was religious salaries and this has now been specifically excluded. There is no evidence at this time to suggest that the refund figure will greatly increase. 

It must also be borne in mind that the NGO Sector provides immense value for this refund amount.  By their very nature, Charities are cost effective and efficient.  It is also well recognised that despite our immense wealth as a nation, several sectors of our society are deeply in need of further assistance – and the NGO sector is endeavouring to respond to those needs on a daily basis.  There is ample scope and need to reduce the donation threshold from €250 to €100 and we request that you consider this in the context of the December Budget statement and 2005 Finance Bill.  Prior to the rationalisation of this area of relief in 2001 Arts charities did qualify for relief based on €100, so the situation has actually worsened for them since the new relief. We would also like you to consider extending the definition of the term ‘donation’ to cover items such as shares and other non-cash items – as is the case in the UK and US.  The easiest example of non-cash assets is publicly quoted shares as these have an objective value.

Correspondence from the Department of Finance earlier this year also dealt with the decision not to ‘tamper’ with the VAT issue for charities. We ask you to revisit this issue, as the benefits to the sector can be significant.  The ICTRG believes that by providing refunds to charities through Ministerial Order, the VAT system is not tampered with and the refunds are controllable. The sector continues to prove that it is an effective and efficient user of funding.

The Charities Sector pays VAT- all of which is unrecoverable - on general overheads, capital expenditure, consumables and even professional fees.  This figure is approximately €18m annually and whereas 50% of this is funded by Government Donations the other 50% must be achieved through fundraising activity and paid to Government.  We believe this is unfair and not justifiable and indeed is a cyclical use of Government funds with one arm of the Government taking back what another arm has provided..

It is now accepted that you as Minister for Finance can deal with the VAT issue independent of the EU.  We have provided correspondence to your department, which confirms this level of independence.

In correspondence from your Department, there is a concern that a VAT refund decision would need to be extended to other sectors if the charity sector is facilitated.  This, of course, is not so – as there are many precedents where ring fencing can apply in regard to specific legislation.

There are already precedents in the legislation where some equipment in used by people with disability can be purchased on a VAT refund basis.  It is only necessary to expand on this benefit to ease the VAT burden, which now exists.

We would welcome a meeting with you to discuss our submission prior to the publication of the budget statement in December.  

Best wishes from the ICTRG in the most important office of Minister for Finance.

Yours sincerely

Niamh Ní Chonghaile

Chairman 

