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Introduction

1. The Charity Tax Group (CTG) has over 450 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 is now the main representative body for the sector on tax issues affecting charities.  
2. CTG welcomes this consultation and the interactive consultation process, particularly the chance to discuss the key proposals in the HM Treasury consultation working group and the willingness of officials to participate in a CTG working group on this issue. We would be happy to provide further comments and would welcome continued engagement with the sector before any proposals are implemented.

Overview

3. CTG welcomes the Government’s proposals to make it easier for charities to claim Gift Aid through various digital giving channels. The consultation highlights some important possible areas for reform on which we comment further below.

Promotion of Gift Aid
4. Gift Aid has been very successful for both donors and charities and it should be celebrated. The value of the scheme to charities should be promoted as should the message that Gift Aid is a simple and effective way to maximise a donation.
5. We do not believe that wholesale reform or rebranding is needed, but support targeted improvements to simplify the Gift Aid system and incentivise the use of Gift Aid on all donations which are eligible for it.
Improvements to the Gift Aid declaration

6. CTG welcomes moves to shorten the Gift Aid declaration as the current model declaration is cumbersome and overly long. 
7. In our view, shortening the Gift Aid declaration does not requires a shift in liability from the donor to the charity in the event that the donor has not paid enough tax to cover the Gift Aid. We are not convinced that a longer declaration makes donors any more aware of the liability that they currently face. 
8. Shifting the liability from donors to charities would raise a number of difficult questions relating to accounting issues, questions as to how liability would be spread among charities and the implications this would have for the tone of the declaration wording. In practice, many charities do accept the liability where insufficient tax has been paid, but this is their choice and we believe it should remain that way.
9. We feel strongly that the introduction of a two-tier system of Gift Aid declarations would introduce considerable complexity and would be very difficult for charities to administer.  It would also potentially endanger enduring declarations which are very important for charities

10. We much prefer the simplicity and certainty of retaining a single declaration whereby the liability for the “tax to cover” falls on the donor as at present, with the continuation of the policy whereby HMRC invites the charity to cover the shortfall. We recommend that the existing Gift Aid declaration wording be simplified and improved by removing the dates of the tax year, the reference to Community and Amateur Sports Clubs, and the sentence referring to VAT and Council Tax. This has the advantage of not requiring any legislative change and should present a relatively straightforward solution which is widely supported by the sector. Revised wording should be agreed by HMRC and the charity sector.  We also recommend that donors are asked how they react to the proposed changes, particularly on the question of liability and what will most incentivise them to complete a Gift Aid declaration.

11. We also recommend that the Government re-evaluate the particular position of declarations for text donations and considers the “carry back” solution as a solution to the “tax to cover” problem (ie the tax relief on donations could be covered by income tax or capital gains tax paid in the previous four tax years).
12. CTG would also ask for further consideration of proposals that written Gift Aid declarations should be able to be converted to the equivalent of oral declarations. CTG has separate briefing outlining this proposal which we hope to submit to you later this week.
Intermediaries

13. Charities are frustrated at present as it is not possible for a donor to use the same Gift Aid declaration to cover donations to different charities. It is also not possible for the object of a Gift Aid declaration to be anything other than a named charity. The consultation document includes specific proposals that are intended to help intermediaries administering Gift Aid, in order to make the process less burdensome for donors.  In principle, we welcome this approach. 

14. Proposals 1 and 2 in Chapter 3 go some way towards providing a solution to this problem, and to providing administrative savings for charities; but neither provides a completely satisfactory solution. We believe that it is essential that charities receive full donor information from the intermediary as well as the donation and the Gift Aid, which makes Proposal 3 the more attractive of the proposed solutions.

15. We are clear that any time limit on declarations held by intermediaries is likely to be a significant disincentive for potential intermediaries and for donors to use this scheme.  A much better approach might be to require donors to be reminded of the need to consider their tax status each year asking them to withdraw their Gift Aid declaration where necessary.  

16. The question of liability for invalid declarations is a key concern that is not satisfactorily resolved in either of the proposals. Overall we believe that liability should be attributable to the intermediary where there was an error of process or in the presentation of the Gift Aid Declaration, where it was collected by the intermediary.  We do not believe the liability should rest with the intermediary where the donor simply provides incorrect information, whether in good faith or intentionally; in these circumstances, liability should rest with the donor, with the charity making up the shortfall if it wishes. In any event we anticipate that intermediaries are likely to seek recovery from the charities. 

17. In summary, we believe that a single scheme should be developed based on the advantageous elements of both proposals. Very importantly, it should operate in such a way that in all cases the donors’ Gift Aid declarations and therefore their details are passed to the charity. Again, we would stress the need for donor research to clarify whether this added complexity would be too confusing for donors.

Proposal for a Universal Gift Aid Declaration Database
18. CTG members are generally supportive of a UGADD and would be interested in exploring how it could be developed. Our members feel that a UGADD could simplify some of the data collection and data quality issues which charities currently face. 
19. We are aware that various proposals have been put forward in recent years and many of these have interesting features which could be developed into an outline proposal for further consultation.  We think it important that the key components of Gift Aid, that have been so successful and are so valuable to charities, are protected. Questions also still remain about how practical a UGADD would be and donor research is needed to help clarify some of these concerns. 
20. In order for it to be effective, a single operator would be needed to administer the UGADD, paid for by fees from the charities using it (at a rate reasonable enough to make it viable to all charities regardless of their size). It could be viable even if only a small number of the larger charities used it but mass take-up would be preferred to avoid confusion. As the proposals stand, many charities are likely to treat the UGADD as an additional source of information to help ‘top-up’ their Gift Aid claims and would not expect the UGADD to be the main repository of declarations.  As such, there would be an element of parallel running of systems (resulting in additional  cost) but charities are likely to be prepared to put up with this increased complexity if, overall, the value of Gift Aid claims could be increased.
21. Regulation is important because of the huge amount of taxpayers’ information that could potentially be held. There would inevitably be concerns about data security and these would need to be addressed by requiring the UGADD provider to have transparent and robust controls in place.
22. We understand that HMRC has no current plans to create and operate a UGADD but we believe that in the longer term it would be best placed to operate such a system, particularly if donations could be cross-checked against the HMRC database of tax payers and the tax repaid only on donations where the individual had paid sufficient tax to cover. If such a database were developed it would effectively preclude the need for a traditional Gift Aid declaration. We would suggest that this is considered as part of future HMRC spending plans and Road Map. It would be hoped that reductions in fraud could help to finance the infrastructure costs that would be necessary and it may be possible for charities to help fund some of these costs in the immediate term.
Next steps

23. We believe that a phased implementation of the various proposals in the consultation document is necessary to ensure a smooth transition and to allow for a dialogue between HM Treasury and HMRC and key stakeholders such as charities, intermediaries and donors. 
24. We recommend the development of a long term strategy and timetable for the development of Gift Aid which might be reviewed in detail, say, every five years.
25. It should be possible to agree a shortened Gift Aid declaration within the existing legislation that would make it easier for charities to present the Gift Aid declaration (particularly on digital platforms) and make it easier for donors to understand.  This would hopefully increase the number of Gift Aid claims and should be complemented by efforts to raise the profile of Gift Aid.

26. We cannot see any benefit in rushing the implementation of the proposals relating to intermediaries and the UGADD. It is important that any changes that are implemented work for the majority of the sector, are capable of being future-proofed (particularly given the continuing emergence of potential intermediaries and forms of digital giving) and will result in an improved user experience for donors (leading to increased Gift Aid take-up) and real benefits for charities in terms of reduced administration and continued positive relationships with donors. 
27. That said, we would not simply want these proposals to be discounted on the basis that they are “too difficult” and would welcome continued engagement from HM Treasury and HMRC with the sector through specialist working group meetings.

28. We suggest that updated versions of these proposals should be presented for further consultation with donors, charities and intermediaries based on responses to this consultation. 

Responses to the consultation questions
Chapter 1: Introduction 
Question 1. Are there any general points about Gift Aid that you would like to raise with Government?

29. CTG was closely involved in the discussions that led to the introduction of Gift Aid in the Finance Act of 1990. Since then, we have continued to work closely with the Government to improve the functioning of the scheme and raise awareness. The introduction to the Charity Tax Map highlights the scale of the development that the Gift Aid Scheme has undergone. Over the years, it has become a popular and successful tool among charities of all types and sizes and it has proved an extremely valuable way to optimise donations. Some charities could simply not continue to carry out their activities in the same way if they were not able to claim Gift Aid. 

30. In addition, beyond financial benefits, many charities value the fact that Gift Aid enables them to build long-term relationships with donors simply by having to collect their details. Gift Aid is also widely regarded as part of the “charity brand” and helps distinguishing charities from other types of organisations supported by Government grants or other funding. This is important as it helps reassure donors that their donations are supporting a charitable cause. 

31. Notwithstanding the success of the scheme, there is scope for improving Gift Aid. Gift Aid works best when it is simple. In this regard, CTG does not believe that the new wording of the model Gift Aid declaration introduced at the end of 2012 helps. It is too long, too complicated and unnecessarily adds reference to Council Tax and VAT which creates confusion. We therefore welcome the stated objective in the consultation to simplify the declaration. 
32. CTG also encourages the Government to be as informative as possible when it comes to Gift Aid. For example, we find that minor alterations to guidance notes online are not always reported or notified in RSS feeds. However, these changes can potentially have a major impact. We would welcome the establishment of a comprehensive alert system notifying users when and where content has been changed. In more general terms, we would caution that while moves to standardise and simplify the Gift Aid system are generally welcome, there is a need for open and sustained consultation with the sector and adequate transition periods to avoid charities suffering adverse unintended consequences.
33. CTG believes that any future changes to the functioning of Gift Aid require careful consideration in order to retain the value of the scheme. However, we also agree that charitable giving is undergoing massive changes in the digital age and that this requires adaptation. We are rapidly moving towards a world where all transactions will involve some kind of digital element and it is crucial that an adequate framework be built so that charities can continue benefiting from the many advantages of Gift Aid. At the same time it is important to ensure that Gift Aid from traditional giving streams is not neglected, that any changes are complementary and that overall Gift Aid income increases for charities.
Question 2. Beyond digital giving, what other barriers to take-up of Gift Aid do charities experience?

34. Gift Aid take-up depend on two elements: donors’ agreement to sign a Gift Aid declaration and charities’ ability to claim Gift Aid. 

35. On the donor side, different barriers may lead to a refusal to sign the declaration:
a. Privacy issues. Donors may be reluctant to provide their personal details 
b. Time taken to provide these details (particularly in the case of text donations, where a second act is needed to make a declaration after a spontaneous donation has been made) and fatigue due to having to complete more than one Gift Aid declaration
c. Complexity of the Gift Aid declaration wording 
d. Reluctance to sign a declaration mentioning a tax liability (because of a general misunderstanding of how Gift Aid works).
36. For charities, claiming Gift Aid can sometimes appear to be an overly complex and administratively burdensome process. This is especially true for smaller charities, which may decide to give up on Gift Aid simply because they do not have the resources to process the claims. We hope that the introduction of the GASDS charities will encourage smaller charities to try Gift Aid but, in the short term, the ongoing concerns about the complexities of the new Charities Online claiming process for charities could cause some problems. Other issues include processing and calculating Gift Aid on sponsorship forms - which is a very time consuming and costly process. CTG would welcome efforts to simplify Gift Aid requirements for donations made via sponsorship forms. The Gift Aid donor benefit rules could also benefit from greater flexibility and improved guidance. The developments in relation to Retail Gift Aid set a good precedent that CTG believes should be followed in relation to other areas of Gift Aid. 

Question 3. Do you think a phased implementation of the changes to Gift Aid proposed in this consultation document would be the best way to proceed?

37. Yes. A phased implementation would ensure a smooth transition and allow for a dialogue between HM Treasury and HMRC and key stakeholders such as charities, intermediaries and donors. The recent engagement between HMRC officials and charity representative bodies in the Charities Online Communications subgroup has been very helpful and is a model that should be adopted in the post-consultation period. It has provided an opportunity to provide feedback and ensure that the change will not damage charities’ ability to claim Gift Aid. 

Question 4. What new promotional materials – leaflets, website materials and other products – could the Government usefully provide to help increase take-up of Gift Aid?

38. The HMRC website is an important tool for charities and advisors, but it is arguably less accessible for the general public. Given the importance of Gift Aid, we feel that establishing a dedicated, Government-run Gift Aid-specific website or microsite would help to raise awareness of the scheme among both charities and donors. It would also be helpful if this website could provide standard Gift Aid-branded information sheets which charities could then replicate on their own websites. It would particularly benefit small and medium-size charities that do not necessarily have the resources to produce their own information material.  

39. In addition, to increase donors’ awareness, we suggest that HMRC send information leaflets with the tax code notifications it sends to tax payers. Running television adverts would also be helpful although we recognise that this would be costly. Online pop-up adverts would constitute a cheaper option which could prove very effective. 

Question 5. What should these materials contain to be most helpful in encouraging donors and charities to use Gift Aid?

40. Website: the content in the HMRC website is very valuable. Whether or not a specific website is created, there should at least be worked examples of how Gift Aid is calculated. Ideally, an interactive calculator would increase donors’ understanding of how Gift Aid works and allow them to assess the level of donations they can make under Gift Aid. 

41. More generally, Gift Aid promotional material could benefit from more persuasive and positive content. Messages need to be kept simple and positive without being over-simplistic. A simple explanation of how the scheme works, emphasising that it is a way for the donor to direct their tax to the charity would be a good place to start. The current mandatory statements and messaging are not always received positively. The strong message should be that Gift Aid is a positive and highly successful scheme for both charities and donors with a long-established track record that can be trusted. This would help to counter some of the recent negative coverage of Gift Aid following some recent fraud scandals.  It is important that the overwhelming success of most of the Gift Aid scheme is not tainted by the actions of an irresponsible few.
Question 6. Might rebranding Gift Aid help increase take-up? How?

42. We do not think that rebranding Gift Aid would help increase take-up. It has taken many years to build awareness of the scheme among charities and donors. Although awareness is still not optimal, rebranding Gift Aid risks creating more confusion which would have an adverse impact on take-up levels. 

43. In order to increase take-up, CTG favours a refreshed communication strategy (with a particular focus on the opportunities for using Gift Aid through digital giving channels) that would build on the promotional work undertaken over the last two decades, including the wealth of work that was undertaken as part of the Giving Campaign. This would be less costly and would ensure a degree of continuity. 

Question 7. How can the Government work with the charity sector and its representatives to disseminate promotional material on Gift Aid?

44. CTG has a long experience in engaging with the Government on various tax matters affecting charities. We strongly believe that working in partnership helps to achieve the best results for the sector and we very much value the relationships we have built over the years. In this regard, we particularly welcome the commitment made in the consultation document that ‘officials will be engaging with charity representatives over the coming months to develop new promotional materials on Gift Aid that are more accessible for donors and smaller charities’. 

45. Recently, CTG has been a key partner in the run-up to the introduction of Charities Online. We have organised a series of seminars with HMRC to raise awareness of the change and to provide a platform for dialogue between charities and officials. Our experience shows that these types of events are well-attended and are very much appreciated. We would be happy to organise similar events with Government officials to promote Gift Aid. Throughout the year CTG also runs a series of meetings in the regions, where charities’ awareness of policy developments relating to Gift Aid is sometimes less developed. Regional events, exploring possible reforms, and communicating positive messages about Gift Aid could easily be organised using the same model. 

46. As mentioned above, we also believe that the Government should explore the possibility of working in partnership with the sector to run a Gift Aid awareness campaign. This could be an opportunity to engage with the wider public. We can see the benefit of asking high-profile public figures to help explain how Gift Aid works to donors, particularly at big public fundraising events such as Red Nose Day and the BBC Children in Need night.
47. Beyond the charity sector, the Government should also engage with donors. An easy and straightforward way to do so would be to run a donor survey to find out where donors lack understanding of Gift Aid, what kind of information they need and how they would use it. Charities and their representatives would have an important role to play in facilitating the research by connecting the Government to their donors. 

Chapter 2: The Gift Aid declaration 
Question 8. Do you agree that it would be helpful to enable charities to shorten the Gift Aid declaration in this way, provided they were prepared to accept liability for a charge to tax where the donor had not paid enough tax to cover the Gift Aid?

48. CTG welcomes moves to shorten the Gift Aid declaration, because the current model declaration is cumbersome and overly long. We believe that references to Council Tax and VAT are unnecessary and potentially confusing where the donor has already confirmed that they have paid sufficient Income Tax or Capital Gains Tax to cover their donation.  
49. The longer wording often means that the text is made smaller to incorporate the declaration into supporter material, whereas if the wording could be made shorter and simpler it might actually be easier to get the message across to donors about “tax to cover” by using larger text.

Shifting the liability from donors to charities

50. The Government has indicated that if it shortens the Gift Aid declaration there will need to be increased protection for donors, who would otherwise face a tax charge if they made an invalid declaration and proposes a shift in the liability for a tax charge to the charities. 
51. It would be helpful if HMRC could provide figures on the level of shortfall repayments that they have reclaimed from donors in the last year so that charities can analyse the risk. We understand from our charity members that this is a relatively rare occurrence. 

52. In many ways, the proposed transfer of this liability from the donor to the charity would simply be formalising existing practice, and would be logical in the sense that a refund of tax should only be paid to the charity if that tax had been paid in the first place.  However, this would be quite a fundamental change which would not be welcomed by the majority of CTG members.  We do not believe it would be welcomed by donors either.
53. If there were to be a shift in liability, HMRC would need to be able to tell charities which donations particular tax charges relate to so, that the charities did not claim Gift Aid on the donor’s future donations. Donors would need to be informed their details could be passed onto the charity and this, we believe, would be a strong disincentive to completing a Gift Aid declaration. It would not reduce complexity on the declaration, which would still need to warn donors that they should have paid enough tax to cover the donation. 

54. Shifting liability for possible charges due to false declarations places an additional burden of work and financial responsibility on the charity which would be outside the remit of many charities to manage.

55. With Gift Aid, the charity is currently entitled to the repayment if it has received a donation supported by what appears to be a valid Gift Aid declaration – which seems reasonable, given that it has no other tools at its disposal to undertake any checks on the donor’s tax status.

56. In practice, we know that many charities are happy to repay donors that have made an innocent mistake. However, there is no willingness to do so where donors are acting irresponsibly. While it would be desirable in the interest of donor care to have a mechanism whereby charities could offer to repay the tax for some donors, we would not want this to be the default option because it would create an unnecessary and unpredictable burden on the charity. 
57. We are also concerned that the shift in liability would necessitate a more aggressive wording in the declaration about the liability of tax to cover the donation. The illustrative example in the consultation document includes language such as:  ‘HMRC will check’ and ‘not paid enough tax’ which may cause concern among donors and disincentivise them to make a Gift Aid declaration. 

58. Transferring the liability for over-claimed Gift Aid would also have accounting implications for charities.  It would be sensible for these to be considered before any changes were made. A statutory transfer of the liability to the charity could cause problems for charities raising money for specific projects or appeals, as they would normally take into account Gift Aid repayments on related donations when determining at what moment the appeal target had been reached.  That would be a particular problem for charities which distribute grants to other bodies or have mostly “defined-purpose” funds which cannot be directed to other purposes.

59. There would also be a problem for all charities in that a clawback of the Gift Aid could take place up to four years afterwards.  This could effectively mean that all Gift Aid claims would need to be treated as provisional in the charity’s accounts until the four-year time-limit had passed, or until HMRC had confirmed to the charity that the claim was covered by sufficient tax paid by the donors.

60. We would also have concerns about the potential uncertainty for charities as a result of periodic Gift Aid audits by HMRC, in particular their sampling and extrapolation techniques.  If sampling and extrapolation were to be applied to “tax to cover” testing by HMRC as well, this opens up the possibility of very large assessments being imposed on charities arising from errors or oversights in relation to donors’ tax affairs which are outside their control.  This risk might deter some charities from claiming Gift Aid in the first place. This problem could be overcome if Gift Aid claims submitted to HMRC could be verified for “tax to cover” during the processing stage, prior to any repayment being made to the charity.  Charities would then have the certainty that a Gift Aid claim would not be subject to a later unexpected clawback. We recognise that this is not currently possible with HMRC’s existing systems, nor indeed would it be possible as long as the tax repaid to the charity is covered by the donor’s current year income tax or capital gains tax.  Nevertheless, we believe that this would warrant further investigation, given that the move to the new Charities Online system should mean an improvement in the quality of data received by HMRC, enabling basic checks on the taxpayer status of individual donors.  The idea for a Universal Gift Aid Declaration Database may also come into play here and we explore the merits of such a proposal later in this response.

Two-tier declaration
61. The proposal would create a two-tier Gift Aid declaration system. For larger donations (above £1,000-£5,000) the existing rules would remain so that the donor would continue to be responsible for the tax charge. This is based on an assumption that donors giving this size of donation would be better engaged with their tax affairs and is also intended to protect charities from larger tax charges.
62. We feel strongly that the introduction of a two-tier system of Gift Aid declarations would introduce considerable complexity and would be very difficult for charities to administer.  Gift Aid works best when it is simple.  We can envisage this leading to confusion for charities and donors alike – leading to charities claiming Gift Aid incorrectly.  Such a change would only be justified if there were compelling evidence that the advantages of this change outweighed these significant disadvantages. For example, if a donor gives a £10,000 donation with a short declaration, this would not be valid. 

63. It is also very important that all Gift Aid declarations can continue to be enduring. Unless the Government is suggesting that charities relinquish the enduring declarations that they already hold which clearly transfer the tax liability to the donor, we find it difficult to see how HMRC / the charity would operate a system which allowed for two different types of declarations. Our fear is that it would simply not be viable in practice and that acceptance of this proposal would lead to the erosion of the validity of existing declarations that charities have worked hard to acquire and maintain over many years. If donors had to renew a declaration every year it is virtually certain that many would lapse, losing charities valuable Gift Aid income. This is an example where a well-intentioned measure could lead to unintended and adverse consequences for charities.  Clarification on whether or not the new model Gift Aid declaration could be an enduring one would be helpful. If it is not, a new enduring version should be drafted. 

Proposal for a shorter Gift Aid declaration within the current legislation
64. We would much prefer the simplicity and certainty of retaining a single declaration whereby the liability for the “tax to cover” falls on the donor as at present, with the continuation of the policy whereby HMRC invites the charity to cover the shortfall. This has the advantage of not requiring any legislative change and should present a relatively straightforward solution widely backed by the sector.
65. In the meantime, the existing Gift Aid declaration wording should be simplified and improved. We believe that references to the dates of the tax year, to Community and Amateur Sports Clubs, and to VAT and Council Tax can be removed without legislative change. The last sentence of the HMRC model Gift Aid declaration also now needs to be changed to reflect the new Gift Aid rate. Further options should be presented by HMRC and the sector for the shortened declaration, and research should be done among donors before any new wording is finalised.
66. We think it highly likely that a shortened Gift Aid Declaration will be better understood by donors than the longer version and that there is likely to be less risk to HMRC from the use of the short Gift Aid Declaration. If this is correct then requiring charities to accept liability for tax over claimed would not make sense. We view this as being a key area for donor research. As part of the Gift Aid process it is important that donors are aware that their Gift Aid declarations will be tied to the tax they have paid (the “tax to cover” issue) and that this money will go to the charity. If HMRC is still concerned that a shorter declaration will mean that the donor could not fairly be expected to understand this (something with which we do not agree) we would suggest that rather than increasing the length of the declaration a shorter declaration could be supplemented by increased communications and promotion of how Gift Aid actually works, as per the recommendations in Chapter 1. A major problem at present is that many people simply do not understand how Gift Aid works; and trying to include too much information at the time the declaration is made is not necessarily the best way to achieve this.

Text donations
67. If these recommendations are accepted we believe that a revised Gift Aid declaration would work well for donations through traditional giving means and many online donations. 
68. Nevertheless, we believe these changes will not prove to be anywhere near as effective for seamless donation methods (such as text and other frictionless emerging payment methods) as would a ‘backend’ solution that removes the barrier to entry that a follow-up form or process represents to a user. Charities are increasingly operating in a ‘mobile-first’ world driven by the phenomenal rise of smart-phone technology and there is a growing need to offer a short, simple and effective user journey to donors by which they can complete tax-effective donations. 

69. Take-up on Gift Aid for text to donate is worryingly low compared to other donations, largely because donors currently have to be re-directed to a new page in order to complete the declaration and many donors giving this way are not sufficiently motivated to do this.

70. A number of charities have told us that they believe that they have so far made as many front-end accommodations as the law allows. Current restrictions on how Gift Aid data is collected have made it difficult for charities to present Gift Aid on text donations more attractively. Attempts to incentivise Gift Aid on donation forms used either online or via text have proved difficult due to the lengthy legal copy requirements, especially when these have to be read on mobile phone screens of a limited size. It is therefore felt that the user journey could be significantly improved if we were able to remove the need to display the required legal terms up-front.

71. Some of our members have suggested that this would not be such a problem if they were able to acquire their contact details from the mobile phone providers, as they could always contact them later (as they currently do with other spontaneous donations). 
72. We would therefore propose that for text donations there could be a shortened Gift Aid text with the full declaration available in Terms & Conditions (T&Cs) which could be accessed via a link to another website or available as a footnote.
Question 9. Do you think a reasonable limit for individual donations that can be made using a shorter Gift Aid declaration, as set out in Proposal 1, would be £1000, £5000 or somewhere in between? If not, what limit would seem reasonable and why?

73. As set out above, we have reservations about introducing a two-tier Gift Aid system and transferring the formal liability to the charity for any tax over-claimed.  

74. As a general comment, CTG thinks that it would be artificial to set a threshold for liability, because many donors give small amounts over a four-year period that may amount to a substantial sum over the term, so the outcome in terms of a repayment might be the same for someone giving £20 a month over four years and someone giving £1000 as a one-off gift. 

75. This proposal would also lead to a cumbersome process for the assessment of tax by HMRC as there would first need to be a check of which type of Gift Aid Declaration had been used because it would be necessary to know whether the charity or individual is liable for the tax.  

76. Furthermore, some of our members have indicated that sometimes they would be willing to settle shortfalls for high-value donors, disregarding any liability, because they would want to preserve future income from those donors (who may have made the declaration in good faith, or simply misunderstood the rules).
Question 10. Given the complexities outlined above, how do you think a tax charge should fall to charities where a donor has only paid enough tax to cover some of the Gift Aid on donations they have made in the year?

77. For the reasons explained above, we are not in favour of a two-tier approach to Gift Aid declarations. This is partly because we do not feel that there is any reasonable way that the allocation of this tax charge could be managed. If delivered on a first come, first served basis, smaller charities that submit claims less frequently would always lose out. The fairest way of dealing with this is that each charity should bear its proportion of the over-claimed Gift Aid. 

78. The problem of “tax to cover” could be alleviated if the tax relief on donations could be covered by income tax or capital gains tax paid in the previous four tax years – the “carry-back” solution. We would advocate further exploration of this recommendation for the new model Gift Aid declaration, even if the liability has not shifted.
Question 11. Do you agree that HMRC should be able to tell charities which donations tax charges relate to?

79. Yes, even under the existing system whereby HMRC invites charities to repay the shortfall, charities would prefer to know which donors are not eligible for Gift Aid so that no further claims for Gift Aid are made in respect of donations from that supporter. If the system were to change whereby the liability was formally transferred to the charity, this would be essential to avoid a charity being subject to an ongoing tax liability. 
80. However, as highlighted above, we are concerned about how this would be communicated to the donor. Any additional statements added into the Gift Aid declaration to allow for these future disclosures are likely to add sensitivity, increase anxiety and suppress take up on Gift Aid.

Question 12. Bearing in mind the need to retain a link to donors’ tax affairs in order to retain Gift Aid’s status as a tax relief, are there any other changes you think it would be possible and helpful to make to the Gift Aid declaration?

81. As set out in our answer to question 8 we believe that the existing wording of the Gift Aid Declaration can be improved without the need for legislative change. We do not believe that there is any particular problem with the current form of Gift Aid declaration, apart from the fact that the most recent changes to the HMRC model declaration mean that it is now too long and unwieldy.

82. We appreciate the assurance given in paragraph 2.26 of the consultation document that ‘Given the proposals in this chapter will take some time to implement; the work on the guidance’ (on the Gift Aid Declaration) ‘will continue to help charities in the short term’. 

Chapter 3: Gift Aid: a greater role for intermediaries 
Question 13. What intermediaries exist now? If the Government makes changes to Gift Aid to make it easier to claim on donations made through intermediaries, what new intermediaries might emerge to support donations to charity?

83. Feedback from our members indicates that they regularly interact with some of the larger established intermediaries like JustGiving, VirginMoney, CAF, and MemoryGiving. While some larger charities have considered developing similar online platforms, some of these large intermediaries are now so well established, that the benefit would be questionable.
84. It is difficult to predict what new intermediaries could emerge, but we would imagine that some of the following might wish to play a role: banks; building societies; payment processing companies including PayPal, Sage Pay or Oyster; loyalty card operators like Nectar; platform providers for electronic devices like Vodafone or O2; or Internet Service Providers like BT or Virgin Media. Emerging ‘over the top’ payment providers (for example, payment providers operating on social networks) are becoming key players in the transfer of funds from donors to charities. Other possible intermediaries include mobile phone operators and companies that manage payments made by mobile phone including the new ‘faster payments’ system. These payments are likely to give rise to greater numbers of ‘anonymous’ transactions and so there is value in the banks holding declarations. These could also be used to cover donations made via ATM machines.

85. The latter would be an important development for maximising Gift Aid on text donations as charities are not currently privy to the name and address data for these individuals. Charities face a problem reconciling payments which are clawed back by the mobile phone companies because the telephone numbers are not confirmed as part of this recovery, compromising the validity of the entire claim. Having an intermediary that has access to the donor’s personal information would overcome this problem. However, if a legal precedent were set that allowed the mobile phone providers to provide charities with this data assuming implicit consent, there would be less need for charities to press for this option. 
86. Overall, we are keen to ensure that the definition of intermediaries is capable of being future-proofed, with sufficient flexibility to incorporate future intermediaries that may emerge. 
Question 14. What are your views on the requirements placed on non-charity intermediaries and the regulatory powers the Government would need to take under Proposal 2?

87. We agree that it would be necessary for some or all of the various measures as listed in paragraph 3.18 of the consultation document to be implemented, in order to give reassurance to donors and charities that the scheme was properly regulated and managed. It would also be important for there to be clarity about how the ‘fit and proper persons’ test would apply to a non-charity. In particular, who would be a ‘relevant person’ as referred to in the consultation document?
88. Some of our members have suggested that intermediaries should work under the same statutory framework as that currently applied to payroll giving agencies. This would give the charities and the public greater confidence and ensure that money reaches the designated cause.

89. We believe that there should be a requirement for a written agreement between the intermediary and charity before a Gift Aid claim. This would be necessary to confirm fee arrangements and whether the charity wished the intermediary to act for it in claiming Gift Aid. We would hope that it would be a requirement that where an intermediary does claim the Gift Aid, it could only be paid into a trust account set up by the intermediary so that there was protection for charities in the event of the intermediary’s insolvency.

90. It would also help if there was clarity as to how often HMRC plans to carry out audit procedures with respect to an intermediary. With large intermediaries it would be helpful if this could be done annually so that a charity’s potential liability for over-claimed Gift Aid could be minimised. Clear guidance should be available to address what happens if claims are found to be in error, and what controls will be in place to ensure that the correct charity receives the right amount of money if errors do occur.

Question 15. What sorts of features do you think intermediaries would need to have to have? What sorts of organisations should be able to be intermediaries?

91. It would be highly desirable for intermediaries to have an existing track record in handling customer data, that they can be proved to be competent financial administrators, subject to external audit. Intermediaries would need to demonstrate robust controls and transparent reporting processes so that the charity can see who is donating, where their money is and when it is delivered to them, as well as rooting out any undesirable conflicts of interest. This would provide credibility to the scheme and reassurance to donors.  

92. Most of the proposed future intermediaries outlined in our response to Question 13 would meet these criteria. Small operators are unlikely to offer a credible portfolio; but organisations like phone companies and banks that are already subject to external regulation should be amenable if there is an incentive for them to take on this additional burden. 
93. Nevertheless, we would not wish to exclude new and innovative intermediaries, so the regulatory powers suggested under Proposal 2 would need to retain a certain amount of flexibility to future-proof these processes.
94. It would seem that some intermediaries who are offering an apparently "free" service make their money by charging for money transmission and for the provision of donor details. We would welcome transparency from intermediaries, with the charges they make for the whole transaction clearly stated so that donors could see how much of their donation was actually going to the charity.

 
Question 16. As set out above, the Government intends to put in place two requirements under Proposal 2 – a time limit on declarations, and a requirement to ask donors if they wish to Gift Aid each donation – to reduce the risk of Gift Aiding a donation in error. Are there other methods to protecting donors against the risk of over claiming?

95. We see no need for the one-year time-limit on Gift Aid declarations under Proposal 2, because that will require active renewal of a Gift Aid declaration. This proposal potentially puts all enduring declarations at risk; and that would be a great concern for many charities which rely on them for donations by direct debit or standing order.
96. A time-limit on declarations is likely to be a significant disincentive for potential intermediaries and for donors to use this scheme.  A much better approach might be to require donors to be reminded of the need to consider their tax status each year and asking them to withdraw their Gift Aid declarations where necessary.  
97. Asking donors whether they want to Gift Aid every donation (even if it is merely a simple tick-box) could increase the risk of Gift Aid fatigue. It would also create greater administrative burdens on charities. We suspect that the majority of donors would think those requirements unnecessary.  This would be similar to the situation that led to pressure from donors for changes to the Retail Gift Aid scheme.
Question 17. Would it be helpful to place a requirement on intermediaries to inform donors how much they had donated that year, with the amount of tax required to cover Gift Aid on those donations?

98. Yes, that would be helpful, particularly for donors who donate to charities through a number of intermediaries and who wished to claim higher rate relief
99. This proposal is also broadly in line with the requirements under the Retail Gift Aid rules under which donors must be offered the option of an annual statement. We consider that any requirement should mirror those rules and make the service optional for donors. If not arranged in this way, many supporters would receive unwanted correspondence and the service would be more expensive with the costs likely to be passed on by the intermediary to the charity in increased administration fees. 
100. There has been some discussion about intermediaries potentially using software that would preclude donors from using Gift Aid when they no longer have sufficient tax to cover. As an automatic check, on the face of it this is an easy and effective way to monitor whether a donor has paid sufficient tax to cover their Gift Aid declaration. However, the donor would need to be aware that the intermediary would only be in a position to provide details based on the donations made via that giving platform and would necessarily exclude other payments made directly to the charity, or to other charities. Automatic checks of this kind would be far more effective in some form of UGADD.

Question 18. Do you think intermediaries will offer to claim Gift Aid on behalf of charities as set out under Proposal 2?

101. We anticipate that some intermediaries might prefer to claim on behalf of the charities for the additional income they can generate from administration fees, but some may need an added incentive to take on this responsibility. 
Question 19. What do you think the consequences of the intermediary taking on liability might be?

102. We anticipate that many intermediaries will not be willing to accept liability for loss of income to charities. We would expect this to be a significant disincentive to potential intermediaries unless they could cover their risk through insurance or indemnities with the charity, either of which could lead to extra costs. It might also make intermediaries overly cautious in promoting Gift Aid to their customers leading to a potential reduction of Gift Aid for the charity sector.

Question 20. If the proposals in Chapter 2 are adopted, do you agree that the liability for tax charges arising where the donor has not paid enough tax to cover a Gift Aided donation should fall to the intermediary? Or would it be more appropriate for the liability to fall to the charity?

103. We received a mixed response to this question from our members:
a. Some CTG members believe that liability should always fall to the intermediary under Proposal 2, as they are ultimately responsible for the declaration process. The guidance and controls should ensure that the intermediaries are correctly allocating the donations to the correct charities. Charities should have assurance about this, and should have confidence that they are getting all the income they are due.

b. Others believed that liability should be attributable to the intermediary in certain circumstances (where there was an error of process or in the presentation of the Gift Aid Declaration), but not in others (where the donor simply provides incorrect information, whether in good faith or intentionally), with liability falling to the charity or (given our lack of support for the proposals in Chapter 2), to the donor (with the option of the charity making up the shortfall if it wishes). In any event we anticipate that intermediaries are likely to seek recovery from the charities.

104. We do not think that this uncertainty in relation to the liability is satisfactory and believe that additional targeted consultation would be needed before any firm commitment were made to this proposal. 
Question 21. What might be the advantages and disadvantages of Proposal 2 for charities?

Advantages

105. The main advantage of Proposal 2, for charities, is that all of the administration would be handled by the intermediary and the charity would simply receive the donations and Gift Aid repayments.  The resulting economies of scale from this solution would imply greater efficiency in processing data for Gift Aid purposes.
106. Some charities have indicated that if new rules are introduced that would allow intermediaries such as mobile phone providers and banks to make it easier to apply Gift Aid declarations to areas where it is currently not possible to claim Gift Aid effectively (e.g. texts/mobile to mobile payments) any disadvantages in terms of administrative charges from the intermediary would be negligible compared to the considerable advantage of being able to claim on a greater proportion of current gifts.

Disadvantages

107. The major disadvantage of Proposal 2 is that charities would not receive any information about the donor. Charities may not be able to contact donors to thank them for their donation and to keep them updated on their work. For most charities this would be a very strong disincentive to use this scheme as it is very important for them to understand who their donors are in order to maintain a relationship with them and to inform future donor campaigns so that valuable charity funds are targeted most effectively. Data is essential for analysis and the health of future fundraising campaigns. Charities may also be required to pay for access to the data from the intermediary (data that is currently collected without cost), without the benefit of getting additional Gift Aid.
108. Furthermore, under Proposal 2 charities do not have control of the process and may not be in control of which intermediaries are claiming Gift Aid on their behalf. Donors could also get multiple messages from intermediaries, which could be confusing.

109. As highlighted in our response to Question 16, asking donors to sign up to Gift Aid for each donation would increase the risk of fatigue and potentially disincentivise donors from doing so. 
Question 22. How can charities’ relationships with donors be protected under Proposal 2?

110. Proposal 2 would work better for charities if the intermediary had the authority from the donor to pass on the details of the donor to the charity, as per Chart 3.B. Charities should be able to contact the donors, to thank them for their donation and to keep them updated on their work. 
111. CTG believes that charities could achieve this through agreement with the intermediaries around disclosure of data, on a consent basis. We think that charities should also be able to decide whether an intermediary can claim Gift Aid for them.
Question 23. Do you think Proposal 2 would lead to an increase in Gift Aid going to charities? What is the evidence for this?

112. We are not in a position to present data to support this assertion, but we believe any scheme which allows for a variety of donations to be covered by a single Gift Aid declaration would almost certainly lead to an increase in Gift Aid being claimed.  At present a donor may make donations to a number of different charities, but may have only given a Gift Aid declaration to some of them, so that some donations are not made in a tax-effective way.  
113. We think there is a good chance that Proposal 2 would increase Gift Aid available to charities on certain types of donations, especially, Gift Aid on text donations where take up is still very low (20-30%). As we have highlighted earlier in the response, charities currently face a problem reconciling payments received by text, due to the absence of audit trail for payments which are clawed back by the mobile phone providers and having an intermediary in place that has access to the personal data relating to ‘clawbacks’ would overcome this obstacle. Proposal 2 would also overcome the issue of donors having to complete a declaration, subsequent to their making their donation by text, because they could sign up to Gift Aid when they set up their mobile agreement and would additionally address the issue of mobile phone numbers being re-cycled as the declaration would be tied to the account holder rather than the number.

114. However, Proposal 2 will only be successful if there are safeguards to ensure that charities receive the money they are due and donors feel confident in the scheme. Donors are looking for quicker and faster ways to give – so it may well increase the amount of Gift Aid going to charities
115. Another shortcoming of Proposal 2 is that each intermediary would have to hold a Gift Aid declaration, so donors making donations through a variety of intermediaries would still have to have given a number of different Gift Aid declarations. If donors have increased access to a wide range of intermediaries they may not experience as much of a benefit as perhaps is intended. This is an example of a situation in which a UGADD could provide a better long-term solution for donors, which would hopefully result in an increase in donations.

Question 24. Do you think Proposal 2 would lead to an increase in overall donations to charities? What is the evidence for this?

116. We can offer no evidence for this, but any scheme which makes it easier for donors to donate to charities might be expected to lead to an increase in overall donations. We suggest that the Government should use focus groups with taxpayers to investigate the answer to questions like this. 

Question 25. What are the advantages and disadvantages of Proposal 3 over Proposal 2?

Advantages

117. A number of our members have expressed a belief that Proposal 3 has more chance of success than Proposal 2. 

118. The key advantage for Proposal 3 is that the charity receives the Gift Aid declaration and therefore the donor’s details.  Charities would also have the security of making the Gift Aid claim themselves and not relying on the integrity of an external intermediary. We are working under the assumption that charities would know the value of donations made, and would be able to demonstrate the audit trail from the donor. It is also important who communicates with the donor – the charity should be able to do so.    
119. Furthermore, based on the consultation proposals, we assume that the regulatory requirements are likely to be lighter under Proposal 3 – which may reduce the administrative costs charged by the intermediary to the charity.

Disadvantages

120. Other responses that we have received have indicated that Proposal 3 is not desirable. The charities that have responded in that way indicate that they believe that intermediaries will be more effective if they are ultimately responsible for the outcomes of their administration.
121. Concerns have been raised that if the intermediaries simply act as a conduit, maintaining declarations, there is a greater risk that the data will not be maintained with the same level of due diligence.
122. A further possible disadvantage is that the charity has to make the Gift Aid claim to HMRC itself: but that would only really be an issue for the smaller charities who might prefer to have an intermediary undertake that task.  Most other charities will already have systems in place to claim Gift Aid, so we do not see this as a particular disadvantage of this scheme.  

Question 26. What are your views on the option that both Proposals 2 and 3 should be available in parallel?

123. The general consensus among our members is that a single scheme should be developed based on the advantageous elements of both proposals. Very importantly it should operate in such a way that in all cases the donors’ Gift Aid declarations – and therefore their details – are passed to the charity. The charity would be assumed to be responsible for making the claim to HMRC unless the intermediary applied to be an authorised agent to act on the charity’s behalf in making the claim.  We do not see a particular need for the intermediary to be permitted to make a claim to HMRC in its own name without disclosing the name of the charity to HMRC: after all, it would need to keep all monies and charity details separate in its own accounting system, so there is no reason why it could not simply make separate claims to HMRC on behalf of each of the named charities for whom it is acting as claims agent.

124. Again, we would stress the need for donor research to clarify whether this added complexity would be too confusing for donors.

Question 27. Do you agree that intermediaries should be liable for invalid Gift Aid declarations and any repayments required or penalties issued in relation to these? Or should charities be liable, given they will have received any Gift Aid paid out on these incorrect claims?

125. As outlined in our response to Question 20, the consensus among CTG members is that liability should be attributable to the intermediary in certain circumstances (where there was an error of process or in the presentation of the Gift Aid declaration), but not in others (where the donor simply provides incorrect information, whether in good faith or intentionally), with it falling to the charity, or given our lack of support for the proposals in Chapter 2, the donor (with the option of the charity making up the shortfall if it wishes). 

126. We anticipate that intermediaries are likely to be cautious in accepting liability for invalid Gift Aid declarations and any repayments required/penalties, as there is little for them to gain other than possible good faith from possible customers in the charity sector. If intermediaries do take on this liability it is very likely that intermediaries would seek recovery from the charities through increased administration fees or enter into an agreement with the charity whereby it was indemnified by the charity.

Question 28. If Proposal 1 (in Chapter 2) and proposal 3 are adopted in combination, should the charity be liable for tax charges where the donor has paid insufficient tax to cover the Gift Aid on the donation? Or should the liability for the tax charges fall on the intermediary?

127. For the reasons explained in response to Question 8, we believe it is more appropriate for the “tax to cover” liability to remain with the donor at this stage, subject to the continuation of the current practice for HMRC to invite charities to make up the shortfall if they wish. While it would be preferable for the intermediary to take on this liability we cannot anticipate any intermediary to agreeing to do so without itself wanting to enter into an agreement with the charity whereby it was indemnified by the charity.

Question 29. Would intermediaries be content to operate Proposal 3?

128. We defer to the intermediaries on this question.
Question 30. What would be the advantages and disadvantages to charities of Proposal 3? Are there any advantages or disadvantages for donors?

129. Please refer to our response to Question 25. In summary, for donors there is the advantage of being able to give a single Gift Aid declaration which will be valid for all donations through that intermediary: this makes things easier as the donor only has to give his/her details once and ensures that all future donations through that intermediary will be covered by the Gift Aid scheme (subject, of course, to the donor remaining a taxpayer). 
130. The disadvantage to the charity is that in the event of an audit, the charity would have to recover Gift Aid declarations that were maintained by a third party and this adds an element of risk. There is also the potential for these companies to be bought out or collapse, which again puts the declaration at risk.
Question 31. Do you think additional HMRC guidance and support would help digital providers to operate Gift Aid more efficiently and make it easier for donors to claim Gift Aid on their donations through digital channels?

131. We think that there is scope for HMRC to provide additional guidance and support, because the current guidance focuses more on the traditional methods of providing a Gift Aid declaration. It is also important that charities are provided with the same guidance, so they can interact with the claiming process and understand how this income is being realised.
Question 32. What sort of support could HMRC usefully provide in this area?

132. CTG would recommend guidance on best practice Gift Aid declaration requirements. Retention and preferred claim processes would all be helpful. Video guidance may be useful for this audience rather than just written guidelines. 
133. It may be also be helpful if there were a method by which digital providers could obtain clearance in advance from HMRC as to their proposed methods of collecting declarations. 
Question 33. Would more support in this way be sufficient to improve the user experience of Gift Aid?

134. We believe that simplifications of the current Gift Aid system and the availability of HMRC support mechanisms will always help the user experience of Gift Aid. This will be most effective if implemented alongside the promotion of Gift Aid proposed in Chapter 1 of the consultation document.
Chapter 4: A universal Gift Aid declaration database (UGADD)
Question 34. What model for a UGADD would you prefer to see in place?

135. CTG members are generally supportive of the notion of a UGADD and would be interested in working with Government and others in the sector on how it could be developed. There could be considerable advantages in a UGADD being established as this could simplify some of the data collection and data quality issues which charities currently face. We are aware that there have been various different proposals put forward in recent years and many of these have interesting features which could be developed into an outline proposal for further consultation.  Nevertheless, there are still many questions about how practical a UGADD would be and donor research is needed to help clarify some of these concerns.
136. We agree with the general principles identified for a UGADD in paragraph 4.4 of the consultation document. We think charities should be able to interrogate the UGADD to see if the donor has a valid declaration, and make the Gift Aid claims to HMRC themselves. One condition we would strongly support as part of any proposed UGADD is that donors who register with the UGADD would agree that their name and address details would be passed to the charity. This provides control for the charities over the Gift Aid claims and allows ongoing communication with donors, which is vitally important for fundraisers. 
137. We think that it is important that the key components of Gift Aid, that have been so successful and are so valuable to charities, are protected. We understand that as part of any UGADD proposal the Government would need to change the Gift Aid rules to allow enduring declarations to be made to more than one charity. As mentioned previously, it is important that the declarations are enduring where possible and that this core principle is not threatened. There has been some concern that charities would be required to hand over their existing databases of donor Gift Aid declarations in order for the UGADD to function.  We do not see this as necessary nor, indeed, desirable.  For one thing, the original declaration given by the donor was to that charity only, whereas the declaration given to the UGADD would be an entirely new universal declaration.  Nevertheless, charities should encourage their existing donors to register afresh with the UGADD but there should be no suggestion that there is any requirement for a wholesale transfer of existing donor records into the UGADD. 
138. We believe that, in order for it to be effective, a single operator would be needed to administer the UGADD, paid for by fees from the charities using it. It could be viable with just a small number of the larger charities using it but mass take-up would be preferred to avoid confusion. The single operator would clearly need to be subject to strict regulation. Government would have a role to play, both in selecting the single operator and supervising the regulation. Regulation is important because of the huge amount of taxpayers’ information that could potentially be held. 
139. While HMRC has no current plans to create and operate a UGADD we believe that in the long term it could be best placed to operate such a system, given that HMRC now has information on all employees paying PAYE (through RTI) and an online mechanism for processing Gift Aid claims (Charities Online). We believe that technology has advanced to such a degree that charities ought to be able simply to submit a list of all the qualifying donations that they receive using the existing online claim template. These donations could then be cross-checked against the HMRC database of tax payers and the tax repaid only on donations where the individual has paid sufficient tax to cover. If such a database were developed it would effectively preclude the need for a traditional Gift Aid declaration, as that information would already be held by the Government. This would still be operating as a repayment of tax, using the existing framework, but with the added benefit that charities would no longer have to maintain hundreds of thousands of Gift Aid declarations. Not only would that be a massive saving for the sector, it would also reduce the level of audit required, massively reduce the risk of fraud and effectively eliminating the risk of a shortfall arising. We believe that this would increase the overall Gift Aid income for the sector and help to reduce the administrative complexities that regulation of Gift Aid currently necessitate

140. We recognise that the Government has no current plans to fund such a scheme but would suggest that this be considered as part of future HMRC spending plans and Road Map. It would be hoped that reductions in fraud could help to finance the infrastructure costs that would be necessary and it may be possible for charities to help fund some of these costs in the immediate term.
141. It may be that in the medium term a UGADD could be operated by a third party with HMRC taking responsibility for it in the longer term (as it would offer a different function). It would be useful to get feedback from HMRC on its position as early as possible so that the need for investment in a commercial solution in the short term could be assessed.
Question 35. What are the advantages and disadvantages of a UGADD compared to either Proposal 2 or 3 set out in the previous chapter, for charities, donors and intermediaries?

142. The advantage of the UGADD is that it could provide a single point of contact for all donors in relation to their Gift Aid affairs: one declaration, one notification of any change of details, and a single identification number which could be used for all charitable giving via any platform.  If operated successfully, it would make signing Gift Aid declarations easier for donors. Charities would benefit from having access to greater numbers of donors with Gift Aid declarations. A UGADD would reduce the need for charities to maintain Gift Aid declarations, which over time would bring some resource savings. 
143. However, interacting with a UGADD could potentially add time as well as complexity to the Gift Aid claim and negate the value of speeding up the process through the development through Charities Online.

144. The UGADD could therefore sit alongside either Proposal 2 or 3 in that the declaration provided to the intermediary could simply be the unique identifier held on the UGADD. 
a. In the longer term, if there were universal take-up, the UGADD could make Proposals 2 and 3 less relevant as there would be a universal Gift Aid Declaration that could be used across all intermediaries. Presumably, charities would continue to seek support from intermediaries and in any plans for a UGADD how they would interact with the database would be an important factor.

b. In the shorter term, signing up to the database could be complex for donors. Some may not want to sign up, so parallel Gift Aid systems would need to operate. There could be problems transitioning to the database; and a critical mass of charities using the UGADD would need to be achieved. Charities are only likely to support a registration push if they are reassured that the relationships that they have nurtured with donors over time will be protected and that by introducing the added element of a Gift Aid database clams will not be impacted in a negative way. These fears are most likely to be assuaged if any UGADD operates largely behind the scenes and the donor’s interaction with the charity is largely unaltered.
Question 36. How might the introduction of a UGADD fit with charities’ current systems for managing Gift Aid? Would the benefits outweigh any costs?

145. Overall, we believe that the benefit of a successful UGADD would outweigh the costs of implementation, albeit not dramatically or immediately. This does however depend on charities’ continued retention of full donor information so that relationships can be maintained.

146. Many charities are already used to dealing with intermediaries in relation to their donors, for example JustGiving, CAF, or third parties offering data-cleansing services.  Many charities would see the UGADD as just another way of sourcing donor information that would complement existing systems and procedures.  Over time it would be hoped that the UGADD solution would become the norm, but this would take several years to come to fruition.

Question 37. What functions should a UGADD have, and why? 

147. We believe that a lot of scoping work needs to be done to identify what functions a UGADD should have. Nonetheless in summary we think that the basic scheme could
a. be a way for donors to identify themselves as Gift Aid donors to charities;
b. be an alternative means by which donors can provide their names and addresses to charities;
c. provide “clean” correctly-formatted data to charities;
d. provide a means by which donors can notify any change of address to all charities they support in one go; 
e. be developed in the future to incorporate other features: for example the UGADD manager could submit claims as intermediary on behalf of charities.
f. have features including: easy to use lookup functionality; capability of storing supporter data (a range of fields); mass search capability where more than one donor can be found at a time; multiple search fields in case the unique reference is unknown; image view and print.
148. The functions of UGADD are likely to differ depending on who is operating it. If HMRC were to operate the UGADD we can envisage much greater functionality in terms of automatically cross-referencing a donor’s eligibility for Gift Aid, potentially reducing the need for a declaration to be made in the first place. In respect of a third-party UGADD developer, charities and donors would need to be sure that the data held on the database was secure and that the UGADD developer would not seek to impose unrealistic administration fees for the service.
Question 38. What information should a UGADD pass on to charities about their donors? How, and why?

149. As mentioned in response to Question 34, one condition we would strongly support as part of any proposed UGADD is that donors who register with the UGADD should agree that their name and address details will be passed to the charity (it is recognised that permission would need to be requested).
150. This requirement provides control for the charities over the Gift Aid claims. Charities would also benefit from information on the date of declaration and some form of donor identifier – which it could then match to a number on its own database.

Question 39. Should Gift Aid be claimed directly by the charity, or should the UGADD claim the Gift Aid on the charity’s behalf?

151. We believe that Gift Aid should be claimed directly by the charity, in order to maintain its integrity and to bypass many concerns about where the liability would lie for invalid declarations and claims.

Question 40. How could a UGADD best be encouraged to emerge? What might be the best role for Government in supporting a UGADD’s development?
152. A number of our members have outlined proposed models for a UGADD in their own submissions; and we will be working with them in the coming months to try to flesh out these proposals. We think the best way to get a scheme started would be to keep it simple initially and then only add additional features in the future.
153. Following the consultation period, a working group could be convened to bring together a range of donors, charities and others to finalise the terms of reference of the UGADD. There are many different proposals out there and these all need careful consideration, including innovative ideas such as Comic Relief’s proposal for federated ID solution using the Government’s eight approved identity providers
154. We think that the UGADD would have the greatest credibility if it were initiated by HMRC and branded as the official ‘Gift Aid Register’ or similar, otherwise there is a risk of different intermediaries taking the initiative under Proposal 2 or 3 and attempting to position themselves as “the” Gift Aid database operator.  It would be far better if there were a single body set up as a collector of universal Gift Aid declarations so that donors would have certainty that, having provided their declaration once, it would be held in one place, albeit with the details shared with the charities to which the donor donates.  

155. We believe that the best way to kick-start a UGADD scheme would be for HMRC to promote the scheme directly to taxpayers, In addition, application forms for the UGADD could be issued directly to donors by any charity, but we would stress that participation in the UGADD scheme would need to be entirely voluntary for the donor and that the existing system of Gift Aid declarations would need to continue. This position does, however, conflict with the desire for mass take-up and this needs further consideration before a UGADD could be developed

156. The actual operation of the scheme could be outsourced by HMRC to a third party provider via a tendering process.  There is a role for Government in helping to select the supplier, ensuring that the UGADD is properly regulated, and in legislating for the UGADD. Clearly, the funding for such an operation will be a consideration; but it is possible that a third party may be willing to take on the scheme without requiring a significant contribution from HMRC if it were able to generate income from other sources, e.g. advertising on the website, “click-throughs” to other websites or a small charge to charities each time donor details were provided to the charity.

157. Some charities have indicated that they would only support the idea of a UGADD if it were developed within HMRC’s own framework, rather than operating through a third party. 
Question 41. How should the UGADD and charities identify donors, given the Government’s requirements on accuracy and security as set out above? Would donors find this easier than providing a new Gift Aid declaration?

158. The UGADD would simply need to hold the donor’s full name, home address and postcode, the date from which the Gift Aid declaration was valid, and the donor’s unique UGADD identifier.  

159. We believe that the Universal Gift Aid Declaration (and the associated database) would only work effectively if the unique identifier was easy to operate. If the charity had to place reliance on the donor confirming a unique reference number, for example, this could be problematic because it may be difficult for the information to be retained by the donor in any reliable way. It remains to be seen whether donors will find it less burdensome to remember a unique identifier than to make a Gift Aid Declaration for each charity that is supported. To help ease this process it may be possible for the unique identifier to be referenced to an identifier that the donor already has and would not need to remember anew (e-mail address and mobile phone number appear to have been discounted on data security grounds, but something along those lines would be welcome). Even with a UGADD not all donations will be Gift Aided. 

Question 42. How can a UGADD be developed in a way that allows access for a wide range of charities?

160. We believe that the fee structure for the UGADD would need to be accessible for all charities. For example, charities could pay a subscription to access the UGADD, based on their Gift Aid income – ideally based on the Gift Aid income generated via the database. The service should be accessible and self-service – for example, a web-based tool with appropriate security checks. 
161. Should HMRC develop the UGADD it may mean that there would be zero or minimal costs to charities, which would inevitably help to increase the take-up among charities.
Question 43. Where a Gift Aid declaration has not been taken correctly so it is invalid, should the UGADD administrator or the charity be liable for the repayment of the Gift Aid? Why?

162. This should be hypothetical because we would expect the quality-control procedures adopted by the UGADD operator over Gift Aid declaration wording to make this possibility remote.  But should it occur we would expect it to be the UGADD administrator who would be liable, as Gift Aid declarations should be checked at the point of sign-up and entry to the UGADD. A third party operating a UGADD should be wholly responsible for the integrity of the data that it holds. It would inappropriate for the charity to be liable because the declaration will not have been collected by the individual charity. 
163.  We think that sufficient safeguards would need to be incorporated into the initial registration process of a donor with the UGADD to make sure that only bona fide individuals could register with the scheme in the first place.  In that respect, there would be greater safeguards for HMRC with the UGADD compared with the current scheme whereby a donor can give a false name and/or address to the charity and the charity may be unaware that this is an invalid declaration until such time as HMRC decides to undertake checks on the declarations.

164. If such safeguards were incorporated, it seems unlikely that the question of an invalid declaration could have been made in the first place, leaving the main area of liability as the “tax to cover” question as discussed below.

Question 44. Where a donor has paid insufficient tax to cover a Gift Aid claim made on a donation, should the donor, the charity or the UGADD operator be liable to make up the shortfall in tax? Why?

165. We believe that donor should retain liability for the shortfall at least until such time as HMRC’s systems could perform a verification check at the time of the submission of the Gift Aid claim. The UGADD sign-up process should be clear about this; and if the error is because of unclear guidance there is a case for attributing some liability to the UGADD provider (should they choose to accept it, which seems unlikely). 

166. If HMRC were to operate the scheme itself it should be able to exclude those donors who are not eligible for Gift Aid claims, meaning that there should be less chance of a donor having paid insufficient tax to cover their Gift Aid claim. Donors would however need to be reminded that they may need to review their eligibility for Gift Aid if they make a number of donations over the course of the year that exceeds the level of tax that they have paid.

Question 45. How can the Government get sufficient assurance that taxpayers’ confidential information is adequately protected by the operators of a UGADD?

167. The Government would need to be involved in the appointment of the operator, and would need to have detailed contractual negotiations with them. The Government would need to ensure that the UGADD and the operator were properly regulated. The UGADD would need to be presented as an operation endorsed by HMRC and therefore designed to comply with Government standards of security and confidentiality.  This would ensure that the confidence of donors, charities and HMRC in the system was maintained.
168. This would not be an issue if HMRC were to operate the UGADD itself.

Question 46. How much do you think it would cost to build and/or administer a UGADD, and how do you get to that figure?

169. We are not in a position to provide an estimate for this at present. It would be useful as part of the consultation process to get quotes from both HMRC and possible other contenders to be the UGADD provider.
Question 47. How do you think the costs of building and/or operating a UGADD should be covered?

170. We believe that there could be considerable benefits for HMRC in the UGADD proposal and therefore maybe some Government funding could be made available as a contribution towards the start-up costs.  As noted above, it is possible that a third party operator would agree to take on the management of the UGADD if income could be earned from advertising and/or charges to participating charities However, the operator would have to make an initial outlay. Government could assist by analysing whether existing Government databases could be at all helpful in developing the UGADD. For example, making some use of the database that holds National Insurance numbers may save the UGADD operator time and money.  

171. If HMRC were to operate the UGADD (or similar) and had the capacity to eliminate significant amounts of fraud relating to Gift Aid and other shortfalls due to insufficient “tax to cover”, those savings could offset some of the costs of developing the necessary infrastructure. 
Question 48. If charities had to pay to use a UGADD, how can these costs be kept low and transparent, to avoid greater Gift Aid administration costs than is currently the case?

172. Charities could perhaps be charged a modest annual registration fee plus “X” pence per donor look-up through the system.

173. We believe that the costs would have to be regulated to ensure that the UGADD provider could not artificially increase the costs of the service for charities.

Question 49. Do you believe that the costs to charities of using a UGADD would be outweighed by the benefits e.g. a higher take-up of Gift Aid?

174. In the long term we believe that that the benefits should outweigh the costs because we would expect there to be a higher take-up of Gift Aid and potential administrative savings for charities through not having to maintain paper records of Gift Aid declarations or scanned images of such records.  The fact that the charity had the donor’s unique UGADD identifier should be sufficient (so long as donor information were available so that relationships could be maintained).  
175. Over time, as more and more donors would – hopefully – have registered with the scheme, the UGADD records would become the norm as opposed to each charity maintaining its own archive of Gift Aid declarations. These comments remain very speculative and a large amount of research still needs to be undertaken to scope a more detailed cost/benefit analysis.
Chapter 5: Assessment of impacts 
Question 50. In your view, what proportion of relevant donations to charity are made through ‘new’ digital giving channels compared to more traditional forms of giving?

176. Based on the feedback that we have received from our members, it appears that the situation is quite diverse. The proportion of donations made through “new” digital giving channels varies depending which business model charities choose to base their fundraising strategy. Generally, it seems to represent quite a small proportion of the total value of donations. However, there is broad agreement that digital giving will continue to rise in the immediate future. 

Question 51. Are these genuinely new donations, or would they otherwise have been made through a different channel?

177. Although this can be hard to identify, donations made through digital giving channels generally appear to be new donations. New technology makes it much easier to make a spontaneous donation
Question 52. What proportion of the donations made through new digital channels is currently Gift Aided? How does this compare with other donations of a similar size?

178. Donations made through website channels seem to generate the same amount of Gift Aid as offline donations as there is enough space on the web page to provide the Gift Aid form and the necessary explanation. However, donations make by text have a very low Gift Aid take up rate. 

Question 53. Given the size of the donations, what is the maximum proportion of these donations that might practically be Gift Aided?

179. We hope that if the declaration is simple enough to complete, all donations should be easy enough to Gift Aid
Question 54. In your view, what effect might the proposals in this document have on the proportion of donations that are Gift Aided, taking into account:

a) only donations made through ‘new’ channels;

180. We believe that, subject to proper implementation, proposals allowing a greater role for intermediaries to claim Gift Aid would have a positive impact on Gift Aid take-up on donations made by text, or mobile-to-mobile payments.  

b) all donations?

181. Again, provided that the proposed changes are carefully considered and correctly implemented, any effort to simplify Gift Aid can be expected to help increase take-up. 

Question 55. In your view, would the proposals in this document have the effect of imposing extra costs on your organisation? How? Would these be start-up costs or ongoing costs? How large would they be?

182. Proposals on intermediaries are likely to incur extra administrative costs which charities would be able to accept as long as they remain reasonable. 
183. The introduction of a UGADD would also generate extra costs particularly in the short term, and it is still not clear how these costs would be met.
Question 56. Do you agree with the assessment of impacts set out in the summary of impacts table? In your view, are there any impacts that have not been mentioned here?

184. We broadly agree with the initial assessment in the summary of impacts table. 

CTG

20 September 2013
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 technical advice on fiscal matters and cannot therefore be liable in any way for any such advice given.
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