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HMRC Call for Evidence – Gift Aid Small Donations Scheme review
Response by the Charity Tax Group
2 March 2016 
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 tax issues. 

CTG welcomes the opportunity to respond to this Call for Evidence and would like to thank officials from HMRC and HM Treasury for attending a recent consultation event held by CTG members. We should be happy to discuss our response further with officials if that would be helpful.

Factual understanding and accessibility of the current scheme rules

1) Are you aware of the scheme and familiar with the current rules? If not please provide details. 

From the evidence that we have received, it is clear that there is generally good awareness of the Scheme, although we know that this varies in different parts of the charity sector. For example, the larger church denominations and charity groups tend to know about the scheme but some small charities that could benefit from the Scheme, including independent churches and Community Amateur Sports Clubs (CASCs) are less familiar with the rules.

Generally, where the scheme is understood and where organisations are clear on the rules, it is used to good effect. We would suggest, though, that more should be done to improve publicity of the scheme, so that both awareness and therefore uptake are increased.
2) Has your charity made a claim under the small donations scheme? If so, how many claims on average does your charity make a year? If not, what is the reason for this?

CTG is not a charity and therefore does not make a claim.   Our submission is based on the experiences of our members whom we have consulted on their experiences.
Take-up across the sector appears to have been varied, making the exact volume of claims made in a year difficult to approximate. We have evidence of high levels of use – with a Church of England survey having found that around 80% of parishes used the scheme in 2014/15 – as well as parts of the sector where it is barely used at all: out of approximately 7,000 CASCs in the country, almost none use GASDS. Of those charities that do make a GASDS claim, most make only one claim per year, or make them each time they make a Gift Aid claim.
CTG hopes that the next set of official statistics will show a significant increase in the level of take-up given that just £21m was claimed in the year to March 2015. It is hoped that this will be boosted by growing awareness of the Scheme and charities making claims for previous years. 
Where there have been low levels of take-up this has been attributed to a number of factors:

· A lack of information about the scheme’s existence or about charities’ eligibility

· The inflexibility of the eligibility criteria 

· The perceived complexity of the rules which makes the cost of using the scheme outweigh its benefits

3) Please indicate if you are a singleton charity, unconnected charity affiliated by membership of a union/ association or a connected charity claiming under:  

· main top-up payment only 

· community building amount only 

· both the main top-up payment and the community building amount

N/A

4) Does your charity receive sufficient eligible small cash donations allowing you to benefit from the full £5,000 small donations amount? If not, please indicate the range in which your charity’s annual small donations usually fall. Small donations amounts range between: £1 - £2,000; £2,000 – £4,000; £4,000 - £5,000.

Approximately half of the charities from which we received information reach the full £5,000 amount every year. We regard the increase in the threshold from £5,000 to £8,000 as a welcome development, but believe that it is unlikely to increase take-up from a wider audience. 
Whether a charity reaches the threshold is largely affected by the structure of fundraising at the given charity – some charities have very few collections of loose cash donations that are not covered by Gift Aid claims. It was clear that even some very large charities might not reach the threshold if their primary means of fundraising did not include the appropriate sort of collection.  However, those charities that reached the current threshold would tend also to use the full extent of the revised threshold, so any future increases would remain a welcome development.
Some charities have expressed frustration at the £20 minimum rule on donations, suggesting that it was rarely possible to know, in any case, how much had been given in individual amounts when it was collected together. We would suggest that best practice guidance be clearer and the operation of cash-handling and recording be more flexible and pragmatic. 

A number of charities have expressed interest in including contactless payments in the Scheme (and therefore, perhaps, to raise the £20 minimum to match the £30 contactless maximum). Contactless payments are increasingly replacing conventional payment methods and have started to be used by charities (for example Cancer Research UK recently let donors make a £2 donation by tapping their contactless card against small portable readers on World Cancer Day, and this trend is likely to expand further in years to come). We believe that such payments would rightly be regarded as the modern equivalent of putting cash in a bucket and these donations are small, anonymous and often impulse decisions with the charity having no reasonable expectation of receiving a Gift Aid declaration either at the time (as people will be on the move) or later (for data protection reasons the charity will only receive notification of the time and amount donated and not information about the donor). Subject to charities being able to demonstrate their ability to reconcile information received from the bank to contactless payments (which should be possible to tag) we think this proposal should be given serious consideration and would encourage HMRC to discuss the mechanics of this with charities and their representative bodies.

5) Have you encountered any problems and barriers during the claiming process? If so, please provide details and examples

Most charities have not found any particular problems with the claims process itself, other than the general teething issues of getting used to a new process.  A few specific instances have, however, been brought to our attention:

· In one case, a series of collections had raised £7,000. The full amount was logged on the website to ensure clarity and honesty. Rather than cap the claim at £5,000, the website registered this as a claim to check and put the charity on a working list, delaying the payment. Some form of automatic capping of claims would be helpful.

· Charities Online does not allow charities to make a negative claim to rectify overpayments. This is often exacerbated by the inability to link the incorrect claim to the individual overpayment (by, for example, putting the full address details of the relevant community building). This is known to be a wider problem for correcting Gift Aid claims too.
Eligibility conditions and matching rule

6) Are there any eligibility criteria that your charity is struggling to meet? If so, what is the reason for this? (For example, the charity has not existed for two tax years).

Take-up of GASDS has, so far, been lower than originally expected. It is clear that this is, at least in part, down to confusion over the eligibility criteria. Either the criteria are excluding charities which could benefit from the scheme, or they are perceived to be too complicated to engage with. If these rules could be simplified, a number of charities that are currently able to claim but do not do so would undoubtedly start and take-up would almost certainly increase.

The application of the Gift Aid history requirement (and the need for two consecutive years of claims) has stopped some charities from otherwise being able to benefit from the scheme. We have been given an example of a small, new charity, which the London Mayor had chosen as his charity of the year. Street collections had become a particularly popular income stream for this charity because of this endorsement, but it was unable to benefit from GASDS, because it could not meet the Gift Aid history criteria. In practical terms it will usually take a charity at least three years to become eligible for GASDS, as the charity would be unlikely to be making Gift Aid claims straight away in the first year after formation.

Other charities have been unable to meet the Gift Aid history requirement, not because they are ineligible, but because they struggle to recruit volunteers with the appropriate skills for regularly making Gift Aid claims. Being unable to make a Gift Aid claim because there is no appropriate finance person/treasurer at a given moment, for example, might have the knock-on effect of stopping that charity from claiming under GASDS.

There is a general lack of understanding about a charity’s eligibility for GASDS where its Gift Aid claims were claimed exclusively through intermediaries. We understand that a charity that satisfies the Gift Aid history requirement in this way, is eligible for the Scheme and we would urge active promotion of this point in the guidance.

We understand that the key reason behind the eligibility criteria is one of safeguarding the Exchequer against false claims. We would therefore be interested to know whether there has been any actual evidence of fraud so far and, if not, whether that might be a reason to relax the Gift Aid history requirement and so increase legitimate take-up. This might also make it possible to relax the requirement that all eligible cash donations for GASDS be banked (which is an understandable precaution), instead of being usable as petty cash, as some members have found this overly rigid and impractical for smaller charities trying to manage their cash flow.
7) Please give an indication of the amount your charity could be claiming if it met the eligibility conditions? Please also specify if you are a small (total income £10-£100K), medium (£100K - £1 million) or a large (£1 -£10 million) sized organisation?

N/A

 

8) Does your charity claim under Gift Aid? If not what is the reason for this? 

N/A

9) Does your charity receive sufficient Gift Aid donations to allow it to meet the matching criteria and claim under GASDS in respect of all its eligible small cash donations (up to £5000)? If not, is there a particular reason for this?

N/A

10) Do you feel that the current matching rule prevents your charity from accessing payments under GASDS? If so, what are the reasons for this?

It is clear that the easiest way to maximise take-up of the Gift Aid Small Donations Scheme would be to remove the link to Gift Aid. However, we understand the logic of combining the two systems and the advantages of charities being within the Gift Aid system too. The current matching rule of 10:1 is reasonable. We do not believe that the threshold should be reduced, and while we have not received representations on increasing it, we believe that this should be kept under review, particularly in the light of the increase in the overall threshold to £8,000 of donations. A much more effective simplification would be to remove the requirement for a two year Gift Aid history.

Connected charities and community building rules

11) If your charity operates in a community building, does it currently claim under the community building amount? If so, please indicate the small donations range, as listed in question 4, applicable to your charity’s community buildings relief claim. If not, why not?

The primary beneficiaries of the community buildings rules are churches, but this was expected given the original intentions of the Scheme. We are not aware of many non-church charities that have benefitted from the community buildings provisions. 

It is clear that not all charities (including a number of non-church charities) that could benefit from the Community Buildings rule are doing so, and it would therefore be useful if HMRC’s guidance could be clearer on this point and include some practical examples. There is also a requirement on the sector to communicate this opportunity to eligible charities.

12) Have you claimed under the community building amount for more than one community building? If so, please advise: 

· if you are a singleton charity, unconnected charity affiliated by membership of a union/association or a connected charity 

· the number of community building allowances claimed for each year and the amounts claimed in respect of each building. 

 N/A

13) Have you claimed under both the main top-up payment and the community building amount? If so, please advise the amounts claimed for each year. 

N/A

14) Has your organisation found any part(s) of the community building rules to be problematic? If so, please provide specific details and examples. 

Some charities – mainly smaller churches – have reported that they struggle to meet the “10 person” rule on a regular basis. This can create uncertainty and administrative complexity and we would support calls for an averaging calculation to be introduced across a certain number of events.

The exclusion of residential properties as eligible community buildings has caused some charities problems as hiring a space to meet can make the exercise prohibitively expensive. Some charities have also reported being unaware that community buildings can include properties not owned by the charity.
One of our members, the Scout Association, has made representations to HMRC questioning the view that scouting charities should be connected for the purposes of GASDS. We fully support the Association’s representations on this matter.
15) Is there a better way than the current approach to create a level playing field as far as possible between charities that are undertaking similar activities but structured differently so that the original policy intention of the scheme can be implemented i.e. for each eligible charity to get one £5,000 allowance.

We acknowledge that making a system more equitable, while taking into account the situations of as many affected groups as possible, is always liable to make the system more complicated. It may well be that the current system, while it does not suit every charity’s individual situation, may be difficult to improve upon without radical reform of the system itself.

16) If there are other ideas and views that have not been covered in the above discussion areas respondents are invited to provide details along with any supporting evidence that helps to explain why their ideas should be considered for future policy making.

As indicated throughout this response, CTG would welcome additions to the guidance to reflect worked examples of how GASDS applies in different scenarios. Before the transition to gov.uk, HMRC had included guidance on the correct way of claiming the GASDS and Community Buildings top-ups, with screenshots of example claim forms. Members found this very useful, and would keen to have an equivalent accessible on the new website.
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