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Gift Aid and Digital Giving Consultation by HM Treasury
July 2013
Background
One EM is coordinating a response to HM Treasury’s Gift Aid and Digital Giving consultation. The consultation seeks views on specific proposals about the administration of Gift Aid, in particular changes to the Gift Aid declaration, allowing non-charity intermediaries a greater role in operating Gift Aid, a universal Gift Aid declaration database, and other barriers charities may experience in attracting Gift Aid on donations.
The HM Treasury consultation is open to Friday 20 September. Below we have drawn out the key elements of the consultation and the questions we would like your responses to. To give us time to collate our response to the consultation, please provide your responses by Friday 6 September.
To read the full consultation paper visit www.gov.uk/government/consultations/gift-aid-and-digital-giving.

Introduction
Gift Aid is a tax relief on donations of money to charities and community amateur sports clubs. When a UK tax holder makes a donation to a charity, and chooses to Gift Aid their donation, the charity can reclaim basic rate tax paid on their donation. 
Gift Aid is a key part of the Government’s strategy for supporting charities and increasing charitable giving. In the UK, charities and donors can benefit from a range of tax reliefs, which in 2012-13 were worth around £4billion. Gift Aid is one of the most significant reliefs, with repayments of tax to charities under Gift Aid reaching over £1billion in 2012-13. 
The Government wants to encourage more people to donate by increasing the value of Gift Aid and to maximise the possible income to charity from each donation they receive. The Government therefore wants Gift Aid to be claimed on as many donations as possible.

Gift Aid was first introduced over 20 years ago, during which time the way in which charities fundraise and people donate has changed significantly, including a wide variety of options for donating to a chosen cause and making spontaneous donations. However there have been no fundamental changes to the way Gift Aid is administered.

To address the difficulty of collecting a Gift Aid declaration on small cash donations the Government recently launched the Gift Aid Small Donations scheme, which is designed to allow a Gift Aid style payment on small spontaneous gifts of cash. 

However over recent years technological developments have made it possible for charities to seek donations through a wide range of channels, including text messages and online. But there is evidence to suggest that Gift Aid claims are not always keeping pace with donations made to charity in this way, with some digital providers not offering the opportunity to claim Gift Aid at all.

The Government wants the take up of Gift Aid to be as high as possible across all methods of giving to charity, including spontaneous gifts. 
This HM Treasury consultation seeks views on proposals to change the administration of Gift Aid, in particular changes to ensure the legal framework of Gift Aid allows the relief to be claimed on as wide a range of donations as possible. Any new rules regarding the administration of Gift Aid will continue to require a Gift Aid declaration in order to maintain it as a tax relief.

Consultation questions
HM Treasury would welcome responses to the following:
	Are there any general points about Gift Aid that you would like to raise with the Government? 

	

	Beyond digital giving, what other barriers to take-up of Gift Aid do charities experience?

	


	How can the Government work with the charity sector and its representatives to promote Gift Aid? Including:

· What new promotional materials can the Government provide?

· What should these materials contain to encourage donors and charities to use Gift Aid?

· Would rebranding help increase take-up of Gift Aid?

· How can the Government and charity sector disseminate these materials?

	

	In your view, what proportion of relevant donations to charity are made through ‘new’ digital giving channels compared to more traditional forms of giving? Are these genuinely new donations, or would they otherwise have been made through a different channel?

	

	In your view, would the Government’s proposed changes to Gift Aid and digital giving 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?

	


The Gift Aid declaration
The Gift Aid declaration is a key element of Gift Aid and for Gift Aid to remain a tax relief it will always be necessary for HMRC to collect a certain amount of information about the donor so that the Gift Aid claimed on a particular donation can be linked back to that specific donor’s tax affairs. The proposals set out in the consultation aim to protect that link and so retain Gift Aid’s status as a tax relief.
The Government is also keen to protect donors from inadvertently Gift Aiding their donations where they have not paid sufficient tax, and so risking an unexpected tax bill. If the donor has not paid enough income tax or capital gains tax to cover the Gift Aid on their donation in the tax year, the current Gift Aid rules put a ‘charge to tax on the donor, which means that HMRC has a legal duty to require the donor to make up the short fall in the tax that was reclaimed by the charity on their donation.

Therefore a key part of the Gift Aid process is the charity’s explanation to the donor that the donor will have to pay any shortfall in the tax on their donation, if they have not paid enough tax to cover Gift Aid. If this explanation is not given, then the declaration is not valid and the Gift Aid on the donation must be repaid by the charity.

Also, significant amounts of tax are repaid to charities and donors each year under Gift Aid, which means that charities can be vulnerable to exploitation by those who look to misuse charitable tax reliefs. This risks damaging the reputation of the charity sector. The Gift Aid declaration helps make sure appropriate checks and balances are in place to reduce the risk of fraud and error.

While the Gift Aid declaration is a vital element of Gift Aid charities often comment that the wording of the Gift Aid declaration can be off-putting to donors.

The current Gift Aid rules state that for a Gift Aid declaration to be valid it must:

· Include the name and address of the donor

· Name the charity the donation is made to

· Describe the gift(s)

· Include a statement that it is treated as a qualifying donation
· Be accompanied by an exclamation that if the donor has not paid enough tax to cover the Gift Aid repayment claimed by the charity on their donation, then HMRC can recover the shortfall in tax from the donor.

If these requirements are not met, then the declaration is not valid and the charity will be required to repay the Gift Aid they have claimed on the donation.

The Government propose that charities could use a shorter and more accessible Gift Aid declaration with the aim of making the declaration easier to understand and less off-putting to donors, therefore increasing take-up of Gift Aid, particularly on digital donations.

The declaration would be shortened significantly by reducing the requirement of the charity to explain to the donor that they must have paid enough tax to cover the donation. However there would still need to be a short statement to ensure donors understood that Gift Aid was linked to the tax they paid. This ensures Gift Aid remains a tax relief.

If the statement about the tax change is reduced, then the Government considers that it would not be fair for the donor to be liable for any unpaid tax that arose. Therefore the Government is proposing that the potential tax charge should be moved to the recipient charity in cases where the donor had not paid enough tax to cover their donation under Gift Aid.

Consultation questions

HM Treasury would welcome responses to the following:
	Do you agree that it would be helpful to enable charities to shorten the Gift Aid declaration in this way, provided that they were prepared to accept liability for a charge to tax where the donor had not paid enough to cover the Gift Aid?

	


A greater role for Intermediaries
Recent technological developments have made it possible for charities to seek donations made through a broad range of digital channels, and for donors to make donations in a variety of everyday situations.

Donations made through these channels are often processed by a third party, or intermediary, on behalf of the recipient charity and the role of these intermediaries in processing donations means that donors can make their gifts to charity easily and swiftly. However, the way the current Gift Aid works means it is not always straightforward to operate Gift Aid in these settings.
Under the current Gift Aid rules an intermediary can act as the charity’s nominee and can play a role in Gift Aid claims for charities receiving donations from them.

However the way Gift Aid works at present does not always make it easy to operate Gift Aid where an intermediary is involved in processing donations. In particular, at present it is not possible for a donor to use the same Gift Aid declaration to cover donations to different charities. Neither is it possible for the object of a Gift Aid declaration to be anything other than a named charity.

Charities and intermediaries have said that the need for donors to complete a new Gift Aid declaration every time they donate to a new charity can limit take up of Gift Aid in these situations.

Therefore the Government is setting out proposals that would allow donors to complete just one Gift Aid declaration to cover all their donations to all charities made through a specific intermediary.

The two proposals the Government is setting out are:

· Proposal 1: Allowing non-charity intermediaries to collect and distribute Gift Aid – Under this proposal the Gift Aid rules would be changed to allow non-charity intermediary bodies to be named in the Gift Aid declaration. This means that they could collect donations, claim Gift Aid and distribute these to the charities chosen by the donor. The declaration would specify that the donations were being made to charities by the named intermediary. Donors would be able to fill out one Gift Aid declaration to cover all their donations through the intermediary. The donor would name the charity they wished to donate to each time they donated, but not have to make a new declaration on each occasion. The intermediary would then be able to claim Gift Aid from HMRC on all those donations and distribute it to the relevant charities according to the donor’s wishes.
· Proposal 2: Allowing non-charity intermediaries to collect and pass on Gift Aid declarations – Non-charity intermediaries would be able to collect a single Gift Aid declaration from a donor who wished to make donations through that channel, but that declaration itself would then be passed on to each recipient charity, which would then administer the Gift Aid claim itself. The donor would name the charity they wish to donate to each time they donated, but not have to make a new declaration on each occasion. 
Consultation questions

HM Treasury would welcome responses to the following:

	What are your views on the requirements placed on non-charity intermediaries and what regulatory powers would the government need to take under proposal 1?

	


	What sort of features do you think intermediaries would need to have and what sort of organisations should be able to be intermediaries?

	

	What are the advantages and disadvantages of proposal 2 over proposal 1?

	

	What are your views on the option that both proposals should be available in parallel?

	


A universal Gift Aid declaration database
Some charities and intermediaries have shown an interest in the setting up of a universal Gift Aid declaration, which would enable donors to sign a single declaration to cover all their donations to charity, however they choose to donate. Some way of storing these declarations and for charities to charities to check whether a donor had a valid declaration would be needed. Therefore a database has been proposed that would provide these functions.
Whilst the Government has no current plans to build or operate a universal Gift Aid declaration database (UGDD), it would consider how it could support the introduction of a database if a suitable model could be developed.
Consultation questions

HM Treasury would welcome responses to the following:

	What model of a UGADD would you like to see in place?

	


	How might the introduction of a UGADD fit in with your current systems for managing Gift Aid and would the benefits outweigh any costs? 

	

	What functions should a UGADD have, why?

	

	What information should a UGADD pass on to charities and their donors, how and why?

	

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

	

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

	


How to respond

Please send your responses to us at information@one-em.org.uk or to Claire Chapman, Information & Membership Officer, One East Midlands, 7 Mansfield Road, Nottingham NG1 3FB by Friday 6 September. This will give us time to collate them into our full response to the HM Treasury consultation.
One East Midlands
One East Midlands is a regional voluntary and community sector infrastructure organisations for the East Midlands. We work to ensure that the voluntary and community sector is actively engaged with key regional bodies and other partners, from across the public, statutory, business and social enterprise sectors. We bring together organisations that support voluntary and community groups across the region to influence and shape policy, improve services and provide a point of contact at a regional level.
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