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1. About The Wheel 

The Wheel is a membership-based, national support and representative organisation for the community and voluntary sector.  The Wheel has over 750 member organisations (most of which are deemed eligible for charitable tax relief by the Revenue Commissioners and are in possession of charity numbers) that range across the entire spectrum of charitable activity: from large national organisations to local volunteer-driven groups and everything in between
The Wheel’s mission is to improve the legal, political and operational environment for charities and for the community and voluntary sector as a whole. The Wheel is a member of the Community and Voluntary Pillar in the national social partnership process.

2. Introduction to the charities sector and its relationship with the taxation system
According to recent research published by Trinity College Dublin, there are over 19,000 community and voluntary organisations in Ireland, each playing a vital part in maintaining an inclusive society, with the sector as a whole making a big contribution to the economy. The community and voluntary sector directly contributes over €2.5bn to the economy each year
.  Community and voluntary organisations employed over 40,000 full-time and 23,000 part-time staff in 20043 - with volunteers providing the work of a further 31,000 full-time-equivalents.  The sector is a significant player in Irish national life.
The Revenue Commissioners have determined that over 7,200 of these organisations qualify for charitable tax exemptions, and the tax code currently provides exemptions for these charities from Income Tax, Corporation Tax, Capital Gains Tax, Deposit Interest Retention Tax, Capital Acquisitions Tax, Stamp Duty, Probate Tax and Dividend Withholding Tax. 

The system does not however provide any way for charities to recover the VAT they pay (estimated by Ernst and Young in 2001 to be €18m per anum and now estimated to be in excess of €25m). 
Many of these 7,200 charities also benefit significantly from the uniform Scheme of Tax Relief for Donations, which was introduced in the Finance Act 2001 and which allows tax relief on personal donations to domestic charities and other approved bodies. The existing minimum threshold of €250 for tax relief on donations has however the effect of deterring a large number of potential donors.  In addition, the fact that the exemptions only apply to cash donations (and not to property and/or equity donations) also has a negative effect on level of potential donations to charities.
3. Terms of reference area to which the submission relates:

This submission relates primarily to term of reference a) “to consider how best the tax system can support economic activity…while providing the resources necessary to meet the cost opf public services” but also relates to term of reference d) “review all tax expenditures with a view to assessing economic and social benefits”
4. Proposal: That the tax system be amended to further incentivise private giving by a) abolishing the minimum threshold for tax relief on donations to organisations that have a Charity number, and by b) extending the scheme to cover donations of property and equity.
Rationale: Many community and voluntary organisations depend on the generosity of private donors for their funding.  The existing minimum threshold of €250 for tax relief on donations has the effect of deterring a large number of potential donors.  It also means that many small charities are precluded from benefiting to the maximum from “average” donations of between €60 and €150 per annum.  In countries that have charity legislation that is similar to Ireland, there is either no lower threshold or a minimal one (there is for example no threshold in the USA, Canada and UK).  Additionally, the scheme should be enhanced by being extended to cover donations in the form of property and equity.
5. Proposal: That a VAT-compensation scheme be introduced for charities
The tax burden on the community and voluntary sector from VAT is also a significant barrier to the development of charities. Because they are not registered for VAT, community and voluntary organisations suffer a substantial VAT burden which cannot be reclaimed, paying up to 21% more for goods and services than businesses in the commercial sector. The VAT cost to the sector was estimated at €18 million in 2001 (in a survey of charities conducted by Ernst and Young) and is now estimated to be €25m.  
If some, or all, of the VAT burden currently carried by charities could be recouped, it would release substantial funds to charities to fund their work. A scheme of VAT-refunds is possible through a Ministerial Order (that is within the power of the Minister for Finance) and would not require changes to the law at national or EU level. 
EU law prevents a direct VAT-exemption scheme for charities, but EU Commissioner, Laszlo Kovacs, recently confirmed that EU governments may provide compensation by way of grant. The Danish government has just introduced such a scheme for charities there
Examples of VAT on Charities (information compiled by Irish Charities Tax Research Ltd)
· 
Some charities pay hundreds of thousands of Euro in VAT each year. Small charities pay far less. None can reclaim their VAT in the way that the business sector does. 
There is a very human cost for the many, many people for whom charities, big and small, provide vital services and support.

· The Irish Cancer Society’s €300,000 VAT bill would fund their Cancer Information Service for a year. 

· The VAT bill of RESPECT/Daughters of Charity would pay for two extra houses to cater for 12 people with intellectual disability. 

· Concern’s VAT bill is almost as high as their entire Budget for Rwanda, which provides community based health care for 12,000 underprivileged children. 

· Bothar paid €469,000 VAT in 2005 

· Accord would use its €77,000 Vat bill to pay for training of marriage counsellors, an area not covered by its funders. 

· St Vincent DePaul estimates its 2006 VAT bill at €2.6 million, which roughly equals annual spend on Education support by the Society. 

· The Carmichael Centre in Dublin paid €8,526 in VAT on stationery and printing in 2005. This would have run 17 one-day training courses. 

· Galway Simon’s €42,000 VAT bill equals the cost of an additional housing support officer. 
· St Christopher’s Services Longford paid €157,000 VAT in 2005, much of it on accommodation and transport for it services to people with mental disability
6 Conclusion

Introducing a VAT-refund scheme for charities would release up to €25m per anum to support the good work that charities do – and end the unfair situation where a significant proportion of the donations provided by members of the public towards a charitable cause end up being paid to the exchequer in the form of VAT.  There is a fairness issue in the operation of the tax system here
Extending the Scheme of Tax-Relief–on-Donations would have the effect of indirectly keeping the overall tax burden low and would go some way to increasing the fairness of the tax system (by ensuring that all people – not just those that can afford it by making sizeable donations – can see their chosen charity benefiting to the maximum from their donation).  There is a fairness issue here too.

For further information on the content of this submission please contact Ivan Cooper, Director of Advocacy, The Wheel 01 4548727 (email ivan@wheel.ie)
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