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NAO Consultation – Reducing Regulation

11 March 2016
About CTG
The Charity Tax Group (CTG) has almost 500 members of all sizes representing all types of charitable activity. It was set up in 1982 to make representations to Government on charity taxation and it has since become the leading voice for the sector on this issue.
CTG welcomes the opportunity to respond to this consultation and would be happy to meet officials to discuss our answers in greater detail.
The Consultation
1. What, in your experience, are the costs and benefits of regulations?
Regulations are an important factor in safeguarding the integrity of charity tax reliefs, and protecting the Exchequer and charities from fraud and abuse. CTG wholeheartedly supports Government efforts to stop charities being used as vehicles for tax evasion, and avoidance of tax which should be paid by private individuals or non-charitable companies, but believes that regulation must remain proportionate and targeted if it is to avoid inadvertently catching innocent donors or charities, which make up the vast majority of the sector.
Charities are entirely dependent on the goodwill, both of their donors and of the volunteers who often run them on a day-to-day basis. Overly stringent regulation can contribute to restricting both parties; with potential donors believing that donating is not worth the trouble or with volunteers finding regulation too complicated to implement properly. 
2. How does regulation impact on your organisation?

Regulation impacts the sector in a positive manner where it is proportionate and targeted, dealing with fraudulent activity and enhancing the reputation of the charity sector as a whole. On the other hand, where it inconveniences innocent donors or charities it has a distinctly negative impact. 
For example, in the context of the Gift Aid Small Donations Scheme, some charities have found the requirement of a Gift Aid history before using the Scheme to be too stringent leading to lower than expected take-up. This rule is designed as a safeguard for the Exchequer, but in reality it seems to be too onerous for many charities, and there is evidence of it acting as an impediment to honest organisations; whereas we have not seen evidence of how it achieves its purpose as a safeguard. In a different context, the inflexibility of regulation can mean that charities are unable to benefit fully from Government schemes, such as the Apprenticeship Levy, with most charities not set up to utilise training for existing apprentices and with many larger charities likely to have to contribute more than they receive in return.
Another concern for charities is where there is duplication of regulation, or in most cases, duplication of material required to be provided to regulators. It is important that different regulators also use consistent terminology to avoid uncertainty and confusion in the sector. CTG was pleased that HMRC decided to reverse its decision to introduce a new definition of charity for tax purposes after CTG raised concerns that this was unnecessary, poorly targeted legislation, which could have adversely affected the majority of law-abiding charities. 
There are also often occasions when regulations are introduced which inadvertently affect charities. In recent times, CTG has had to obtain a charity exemption from the Diverted Profits Tax and close company loans to participators rules, after legislation targeting big corporates was found to unintentionally penalise charities. Charities were thankfully exempted from reporting under FATCA, but we are concerned about the unknown administrative and compliance burden that the new Common Reporting Standard rules may mean for certain types of charities. Where regulations are not meant to apply to the charity sector, CTG welcomes clear exemptions from the outset, for the avoidance of doubt.
3. Do departments and regulators consult your organisation when measuring and evaluating the actual impact of regulation?  

CTG is a member of HMRC’s Charity Tax Forum and is regularly consulted on matters relating specifically to charity tax. We do feel, however, that in some instances more research could be done into the effects of certain regulation on the charity sector, even when it is not obvious at first glance that it should affect the sector. In some cases, regulation has been applied after little or no consultation with the charity sector, only to find that it does have an unintended consequence, which the sector could have highlighted. Instead of having to seek retrospective exemptions, CTG would welcome more regular discussions with departments and regulators on the actual impact of proposed regulation.
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