THE IMPACT OF THE 2013 CHANGE IN THE
TAX TREATMENT OF CHARITABLEONATIONS
DECEMBER 2018

p—ny

FHII.ANTHﬁIJPY
IRELAND IBDO

SHARE TODAY. SHAPE TOMORROW.




FOREWORD

Empowering philanthropy in Ireland, for the benefit of our society, is both complex
and ambitious in its intent. There are a range of factors fundamental for the
successful growth and development of philanthropy, one of those being a supportive

infrastructural environment.

The last significant change to the enabling environment was the tax change on the
treatment of charitable donations implemented in 2013. This change was introduced
against the backdrop of a significantly different operating environment to that of

today.

Philanthropy Ireland (PI) is committed to supporting the growth and development of
philanthropy in Ireland. As we experience significant economic growth, we believe
this is an opportune time for key conversations. But these need to be underpinned by

relevant insights and data on the current landscape of giving.

There are no easy solutions and there
need to provide insights that will help inform decisions on mechanisms of support.
Private funding can never replace state funding and nor should it. But when provided
in collaboration and partnership, within an enabling environment, it can make real

impact on society

Pl is delighted to have secured the support of partners, listed below, and are
extremely grateful to them for their contributions which enabled the commissioning
of the research. BDO undertook the research on our behalf and we sincerely thank

them for their work on this report.

S

The report would not have been possible without the cooperation of a wide cohort of
stakeholders. Our thanks go to the team in Revenue Charities section; to our member
organisations; to donors; to government officials; to sector organisations and to

everyone who contributed to the completion of the research.

We believe the report provides valuable insights, worthy of discussion and
consideration. It is intended to inform strategies for the development of philanthropy
in Ireland. We welcome any feedback and we look forward to further development of

data to inform the sector.
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EXECUTIVE SUMMARY
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KEY FINDINGS

Eligible Charities Filing Claims Donor Numbers & Profile

o Only 1in 5 (21%) of the registered charities in Ireland are benefiting from = The number of donors giving under the scheme increased between 2013
the S.848A Charitable Donation scheme. and 2015 from 149,174 to 160,306 however in 2016 the number decreased
to 149,106.

= This represents a small fraction of | r e | a n grdfi sectoo which has
more than 29,000 not-for-profits/charitable entities. o PAYE employees make up ¢.60% of total donors with the remainder, ¢.40%,

. o : being Self Assessed individuals.
o From 2013 to 2016 there was a 12% decrease in charities filing claims from g

1,938 to 1,707 charities. o The self-assessed donor is worse off, under the new scheme, in that they

: . . lose out on being able to claim a tax deduction for charitable donations.
o Changes to the tax treatment of charitable donations has not resulted in an

increased number of charities availing from the scheme. s On average self assessed donors give mo
per donor).

o Changes to the tax treatment of charitable donations has not resulted in an
increase the number of donors since 2013.

Donations By Value Bands Restrictions & Rejected Claims

s Approxi mately 90% of donations wunder t ol n monetary terms restricted/rejected c
0999 value band. 2013 and 2016, or 08m on average per an
s This figure increases to 99% when al l o 87% of claims filed by charities were subject to restriction or rejection
considered. each year since 2013.
o The current scheme therefore has not been effective in mobilising large o 18.5% of the value of refunds claimed are restricted and therefore not
scale philanthropic giving, as the vast majority of amounts given are returned to charities.

ChiEnaEiEnaes & anel SheliEle Centiimes | a This level of restrictions/rejections would suggest that the scheme is not

working as effectively as desired.
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KEY FINDINGS

Donations, Claims, Refunds & Restrictions International Benchmark

o The increase in the value of donations between 2013 and 2016 has been a = Ireland is the only country in the benchmark that does not provide a direct
relatively modest 1.7%, or 01. 6m. tax incentive to the donor. Itis also the only country that exclusively uses

» Donations decreased by almost a quarte 2 (IEESEE D CRMENE EEE,
to 090.8m in 2013 and 092.4m in 2016 ( = Othercountries use tax deductions and tax credits where the donor
respectively). receives the benefit from the incentive.

o Between 2013 to 2016, the amounts Revenue refunded increased by a o Ireland and New Zealand are the only countries to use a blended/single
modest 01. 1m. rate of relief (31% Ireland, 33.3% New Zealand) regardless of tax rate the

= Current levels of giving remain significantly below historical highs recorded eI (222,

in 2008 to 2010. = The 0250 mini mum | evel of donati on
incentive scheme in Ireland is the highest of the countries benchmarked
with many having no minimum and the next highest being $5 in New
Zealand.

= The changes implemented in 2013 have not resulted in any meaningful
increase in the value of donations.

= In terms of eligibility for tax incentives, Ireland is the only country with a
narrow eligibility and small number of organisations eligible for the
incentives, compared to the other countries where there is broad

Cost to the Exchequer eligibility.

a The average annual cost of the relief to the exchequer between 2008 to = Ireland relies heavily on income from the public sector compared to
2013 was 049.4m while the cost of the international standards. 77% of not -for -profit revenue in Ireland is derived
on average G38.6m annually. from the public sector where the international average is 31%.

s Thus the scheme costs the exchequer on
since the 2013 change.
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EXECUTIVE SUMMARY

Background

= In July 2018 Philanthropy Ireland (PIl) engaged BDO to review the impact of the 2013
change in tax treatment of charitable donations, in particular the change in the
system for tax relief on donations in Ireland as operated under Section 848A of the

Taxes Consolidation Act 1997.

= This report aims to assess the impact of the 2013 change in tax treatment of
charitable donations on donor behavior and to analyse the value donations made to
eligible charities in Ireland. The analysis focuses on Section 848A reliefs and therefore

donations from individuals, both PAYE employees and self-assessed individuals.

The 2013 Change In Tax Treatment of Charitable Donations

= In 2011 the then Department of Environment, Community and Local Government asked
the reconvened Forum on Philanthropy and Fundraising (the Forum) to report on
policies and mechanisms that might be employed to help the development of
philanthropy and fundraising in Ireland, and ultimately increase the amount of money

invested by Irish people in good causes.

= The Forum made a number of recommendations including Fiscal and Infrastructure
Recommendations, which are outlined in more detail within the report . A key
recommendation was the simplification of the administration of the tax relief scheme

for charitable donations.

The Forum itself was broadly supportive of the concept of simplification, but raised
concerns, stating at the time that taking the taxable benefit from the donor and giving
it to the charity in all cases, may adversely impact the number and level of larger
donations, and the growth of large scale philanthropy in Ireland. This was part of the

reasoning for recommending a separate scheme for major gift philanthropy.

In summary, the Government enacted the recommendation that both individual PAYE
and Self-Assessed Donors should be treated the same. Under changes to Section 848(A)
TCA 1997, tax relief on donations made on or after 1 January 2013 by individuals,
whether from self -assessed or PAYE taxpayers, is granted to an approved charity

rather than to the donor.

Eligible donations are grossed up and the approved body/charity is deemed for the
purposes of the relief to have received the grossed up amount currently at 31%. The
difference between the actual donation and the grossed up amount is refunded by the

Revenue Commissioners to the approved body/charity.

As outlined in this report, it would appear that the tax changes that have been
enacted since 2013, have not had the desired effect of stimulating or increasing the

level of philanthropic giving in Ireland.
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EXECUTIVE SUMMARY

Summary of Our Findings

o Itis clear from the research that within Ireland, there is some blurring between what
is defined as philanthropic and charitable giving, with the terms often used

interchangeably .

= In Ireland the percentage of the population giving to the not -for-profit sector is
consistently high, although the levels of giving (with only 0.8% of income donated to

charity) tend be low.

o There is much evidence to demonstrate that when considered in an international

context, Il rel andds phiiditsimfancy: Thiptacbes ect or

characterised by the limited availability of information on individual philanthropic
activity, relatively low levels of strategic giving both in terms of the population and

amount and an over-reliance on philanthropic funds, foundations and trusts.

o Whil e | r e-forapnofit estor is eeen to be the biggest beneficiary of
philanthropic and charitable donations, there is evidence to suggest that it is not
sufficiently mobilised, by tax reliefs and other supports, to maximise the level of

philanthropic and charitable donations which they may receive.

o Of the estimated 29,000 not -for-profit entities in Ireland, less than one quarter,

€.7,100, are registered with the Revenue Commissioners for the purposes of S.207

Charitable Tax Exemption, of which ¢.2,500, are eligible charities/approved bodies for

participation in S.848(A) tax relief.

Philanthropy V Charity

ALong-term solutions
AMore proactive

Philanthropy  APlanned, strategic, evidence
based

ASocial change

Alnstant relief

AMore reactive
Aimmediate response
ASocial services

I r el an éo6rsProfM Bector

o €.29,000 Irish Not-For-Profits

- = ¢.9,400 Registered with the CRA

= €.7,100 Registered with Revenue for S.207

= €.2,500 Charites Eligible for S.848(A) relief

| THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS
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EXECUTIVE SUMMARY

Eligible Charities Filing Claims

o As illustrated in the table below, since the introduction of the 2013 tax changes .
Overview of Donors

there has been a decreasing number of charities filing claims . The figures for 2013 - 175,000 1
IR N—
2016 show a 12% decrease from 1,938 to 1,707 charities. 150,000 1 — " =
. . .. 125,000 A
o Given that there were 8,003 CRA register charities at the end of 2016 (9,356 at
May18), the data demonstrates that only 1 in 5 (21%) of these charities are 100,000 1 - - ——
benefiting from the scheme. 75,000 -
B —_— - =]
o From the charities perspective one of the most concerning figures revealed was the 50,000 1
number of restricted or rejected claims.  ¢.87% of claims were subject to restriction 25,000 +
or rejection each year since 2013,  with only 250 claims on average being paid in full. 0 . . T )
2013 2014 2015 2016

el PAYE === Secl|f Assessed e===Total

Overview of Claims: No of Charities Filing

Charities Filing Restricted/ Charities Paid Donor Numbers & Profile
Tax Year Claims Rejected in Full % Restricted

= Comparing 2013 to 2016, the number of donors giving under the scheme has
remained relatively constant,  with only 68 less donors recorded in 2016. While the
number of donors giving under the scheme increased between 2013 and 2015 from

2016

149,174 to 160,306, in 2016 the number decreased back to 149,106.

A 13-16 . .
: = The split between PAYE and Self Assessed donors has remained constant. For each year
since 2013 PAYE employees make up ¢.60% of total donors with the remainder,

¢.40%, being Self Assessed individuals.

60% of donors are PAYE workers

| THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS 9
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EXECUTIVE SUMMARY

Donations, Claims, Refunds & Restrictions Total Claims Processed

in 23015
i t o ¢ Iifips Ihptwp 133.
00 I- I- II II

s Viewed on a per donor basis the value of donations 2himws incremased frommsd609 ipp1R013 to

0619 in 2016. While the tax refund per donor flg“b(e) Qfagdﬂcﬂlﬁar edﬁlguenl\f O(Elne(gﬁg%tttioctagg’l

over the same period.

= There has been a very small increase (1.7%) in the  value of donations between
2013 and 2016, or O 1 . 6Wrhile the value of donations made under the scheme did
increase by 12.1%, from 090.iB206thavalledl 3 t o 010820 gn

donations decreased to 092.4m 60.0

100.0

= These donations translated into refunds from 4RBgve

t o 036. 9 m Agamnwhike thé amounts Revenue refunded saw a steady 200

increase year on year, the difference between 2013 to 2016 was o n | $.1md

Donations By Value Band
Analysis of Donations By Value Bands

180,000

= The fast majority of donations made underthe schneme , c¢. 90%, fall -withi A600We G250

0999 value band with this figure increasing ﬁgcggggQ e e ex d t band to
donations below 05, 000. 100,000
s Less than 1% of donations are greater than §og§g)o 0. or ,
are greater than 010, 000. 40,000
o It is clear from these figure the current scheme is not effective in mobilising large 20,000

scale philanthropic giving, with the vast majority of amounts given characterised ° 2013 2014 2015 2016 2017**

as small charitable donations . =0 2500 m0 1, 4@ mWA5, 000+

| THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS 10
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EXECUTIVE SUMMARY

Restrictions & Rejected Claims

ol

I'n monetary terms restricted/rejected

and 2016, or 08m o nnotdeing refargled toclearitiesy e a r

In percentage terms on average 18.5% of the value of refunds claimed by charities are
restricted and therefore not returned to charities. In should be noted that in 2016 the
decr dumdsed to O07.1m or

amounts restricted

Revenue indicated that the main causes of restrictions or rejections are
A Incorrect details submitted with the claim

A The donor has submitted another tax refund claim before charity input claim.

First claims received by Revenue will take priority.
A The donors tax details may not be on the system at the time of submission.

While charities can raise awareness of these reasons, it is ultimately a matter for the
individual donor to address them. From a practical and administrative viewpoint and
being ndf ul

issues

mi or an individual ds privacy

130 PAYEworkers &

290 self-assessed

donors give in
excess

"N

of a9,

cl ai

17.

9

ms <

Overview of Restrictions

Self-
Assessed
% Retricted
18.4%

Tax Year am

2013

2014 41 4.4 85 19.3%

X 2015 4.7 41 8.8 19.3%
2016 4.1 31 7.1 17.2%
Average 13-16 4.2 3.8 8.0 18.5%

PAYE vsSelf Assessed Donors

o PAYE donors make up 60% of donors under thescheme. In monetary terms they

account for approximately 53 % of donations, c¢.050.8m on av
2016. Self-assessedd onor s ac d®mnt f or @
= Onaverage PAYE donors donated 0558, which treé

Revenue or a total of 0762 benefiting charit
is difficult for charities to address these
s Sefassessed donors donate 0728, a 0266 refund
to charities.

o« There are a higher portion of self assessed
¢.11% compared to 8% of PAYE donors.

o Further analysis of the 05,000+ gieehyea, band s

(o] y 130 PAYE empl oy e 8%99.dncongarison 248 self assessedo f (@
donorsgivebet ween adldg ,00DD9, 25 give in excess of
of 04100, 000.

THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®@BAEIONS
DECEMBER 2018

11



EXECUTIVE SUMMARY

Comparison to Pre 2013 Figures

o}

As the Charities Section of Revenue did not supply information in relation to the 5
onors

scheme prior to the 2013 change, we have compared 2010 figures contained in the The
2010 (Palgrave) 146,349

50,000

Donations

0000
119,700

Palgrave Handbook of Global Philanthropy chapter on Ireland (OonaghB. Breen and

2013 149,174
Difference v 2010 2,825

James Carroll, ©6Giving in Ireland: Ar&aadpn

to the 2013 and 2016 figures provided by Revenue.

2016 149,106

The figures show the total number of donors has remained stable (146,000 vs 149,000).
Difference v 2010 2,757

However, there has been a significant decrease in the level of donations and tax

33,305 90,846
(16,695) (28,854)
34,370 92,366
(15,630) (27,334)

refunds. Donations
Donations decreased by almost a quarter fro PAYE Donors 04000
090.8m in 2013 and 092.4m in 2016 ( a THee cr e a EUNEETED) 109,226 30,200 61,000
amount of tax being refunded decreased even 2013 91,572 18,874 50,977
bet ween 2010 to 2013 and 31%, or 0G15.6m, C OfNpiialesions) (17,654) (11,326) (10,023)
It is interesting to note while the number of PAYE donors has decreased, by ¢.19%, the 2016 87,718 17,886 48,830
number of self assessed individuals has increased significantly by 65% between 2010 Difference v 2010 (21,508) (12,314) (12,170)

and 2016. However despite this increase the amount being donated by self assessed

individuals decreased by (015.2m between 201 Self-Assessed
Donors

Donations
0000

Donations decreased by 2010 (Palgrave) 37123 58,700
almost a quarter from 2013 (Revenue) 57,602 14,431 39,869
0119. 7m inmM22D10 t o Difference v 2010 20,479 (5.369) (18,831)
in 2016 2016 61,388 16,484 43,536

Difference v 2010 24,265 (3,316) (15,164)

016 .

7 m
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EXECUTIVE SUMMARY

Reviewof Revenueds Cost of Relief Report 60.0 - Cosi of relief 0o m
o Prior to the above information being made available to the authors, the only data 50.0 -

readily available was cont ai ne QostiohTaRevenueds a 40,0

Allowances, Credits, Exemptions and Reliefs Costs of Tax Expenditures (Cost of

Reliefs report). This provided headline figures on the number of applications and the 300 1

cost to the exchequer of tax reliefs on donations to approved bodies. 20.0 A
o The figures in the Cost of Reliefs report are useful as they provide data on the scheme 100 -

prior to 2013. However these are limited in terms of insights into the make -up of

charitable donations. O 0s 2009 2010 2011 2012 2015 2014 2015 2016 2017
o The average annual cost of the relief to the exchequer for the period 2004 to 2013 was

045 . 4 m. theVderageeannual cost of the relief between 2008 to 2013 was

049. 4m. 450 - ' .

Average relief per applic

= Based on initial figures the average annual cost of the relief post 2013, 2014 to 400 -

2017, was 03 %evBem.toekclude the 20fl4 cost of relief figures, which 350 A

were significantly | ower than other years at 027 3001

relief wa s 0 3 8These figures would suggest the scheme costs the exchequer on 250 1

average 010.8m |l ess annualdly since the 2013 chan 200 1

150 A

o When we calculate the average cost of relief per application, we see a year on year 100 -

decline from 2004 to 2014, falling from G604 to 50 - ere

was a smal l increase in 2015 to 0257, 2016 and 2 0 i i i i i i i i i rd

trend. Ultimately, based on these figures, the scheme is costing less to the 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

exchequer on a per application basis.
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SECTION 1
INTRODUCTION

Background

o]

In July 2018 Philanthropy Ireland (Pl) engaged BDO to review the impact of the 2013
change in tax treatment of charitable donations, in particular the change in the
system for tax relief on donations in Ireland as operated under Section 848A of the

Taxes Consolidation Act 1997.

Philanthropy Ireland is an independent association of philanthropic organisations and

interests committed to the development of philanthropy and giving in Ireland.

Working in collaboration with a cross section of organisations, both national and
international, Pl aims to promote the concept of philanthropy, contribute to policy

development, and advocate best practice for philanthropy and impactful giving.

The mission of Pl is to increase the level of philanthropy in Ireland and to expand the
community of engaged donors who are regular, strategic, long -term contributors to

good causes.

Main Objectives of the Report

o}

This report aims to assess the impact of the 2013 change in tax treatment of
charitable donations on donor behaviour and to analyse the value of donations made

to eligible charities in Ireland.
In particular the report aims to address the following key areas:
A The quantum and profile of eligible donors and charities engaging with the system

A Analysis of trends in charitable giving in Ireland in the period 2013 -2018 and to

draw comparison with activity pre the changes enacted in 2013

A An assessment of the estimated cost to the Exchequer for the operation of the

relief

A The benefits and disadvantages of implementation of the system for key

stakeholders d Donors, Revenue, Charities
A Any identifiable impacts on donor behaviour, positive or negative

A Insights on potential for major gift incentivisation.

THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS
DECEMBER 2018
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SECTION 1
INTRODUCTION

Approach

= Our approach to the research comprised of the following distinct phases:

A Analysis and assessment of data and statistics made available to the research team

by the Revenue Commissioners.

A Primary research undertaken by way of a series of face to face and telephone
interviews with representatives of Government Departments, state agencies,

philanthropic bodies and charitable organisations.

A Detailed analysis of publically available information on the system for tax relief on

donations in Ireland.

A High-level international benchmark of tax reliefs available, to individuals, in

relation to charitable donations.

A Review of publically available reports and studies on philanthropy and the not -for-
profit sector (in particular those produced by Benefacts & The Charities Regulator
Authority)

While the terms of reference did not specifically call for international benchmarking,
the research team did undertake some high level benchmarking on a limited sample of

countries.

This analysis has been used to inform our understanding of the factors impacting on
charitable giving internationally and to provide insights on potential measures/
incentives that can be employed to encourage increased levels of charitable giving in
Ireland.

Review of
reports on
Philanthropy
& Not-for-
profit sector

Approach

Stakeholder
Interviews

| THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS
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SECTION 2
| RELANDOGS PHI L ANIFEGRRARPRITCSE&ATOR OT

Overview N . .
0l sense that a | ot of the system is tie

o When considering philanthropic activity, it is important to differentiate between understanding of charitable giving in Ireland. One of my main concerns at the

hilanthropy and charity. Often the terms are used interchangeably, but there are . o . . . .
P by y geaby moment is the distinction between charity and philanthropy in Ireland. Charity
distinct differences between the two.

and philanthropy dwhilst both based on the premise of charitable giving dare

= It is important to outline where the two can be  distinguished. As illustrated in the fundamentally differentmind -s et s from a donords perspe

chart opposite, philanthro is seen as planned, strategic giving which looks to lon . .
PP P by P gie gving g Philanthropist

term solutions. Charity tends to be defined as having more of a focus on the short -

term. Charity is often perceived as reactive, emotional giving whereas philanthropy is

often seen as a collective, organised reaction where charity can be perceived as being Philanthropy v Charity

largely individual.

= Philanthropy can be perceived to tackle the root of the problem and facilitate social ,&Longtterm solutions

change where charity is sometimes seen to provide social services. In this sense AMore proactive

Philanthropy  APlanned, strategic, evidence

based
in trying to make a long -term impact on the problem it is tackling. ASocial change

philanthropy is taking a step back and looking at the bigger picture and being strategic

= The focus of this research is on philanthropic rather than charitable giving.

Alnstant relief
0Charity t en d-sern emotioreal inemediate sesponse, focused AMore reactive

primarily on rescue and relief, whereas philanthropy is much more long  -term, Aimmediate response

: - . . L ial servi
more strategic, focused on rebuilding. There is charity, which is good and then ASocial services

thereis problem-s ol vi ng charity, which is calle

Steve Gunderson, former president of the Council on Foundations
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SECTION 2

RELANDOGS PHI

L AN -TFERRRPHFITCSE&GTOR O T

The Philanthropy Landscape dlreland

o]

Much of the data on

charities and those who benefit from philanthropic giving.

While some data does exist in relation to philanthropic funds, foundations and
trusts, limited information exists in relation to individual philanthropists in an Irish

context.

According to the latest Benefacts Report (2017) there are 267 Philanthropies, 225
Irish and 25 international bodies, active in Ireland in 2016. Of these 134 (50%) are
defined as Endowed Funds and Memorial Trusts and 66 (25%) are Independent

Foundations.

A key issue for the sector in Ireland at present is the withdrawal of Atlantic
Philanthropies (scheduled to make its last grant in Ireland in 2020 ), the completion
in 2015 of the Ireland Funds Promising Ireland Campaign and cessation of the 10
year programme of the One Foundation in 2013. As illustrated in the chart
opposite, both these organisations are the most significant contributors of
philanthropic funds in Ireland and their withdrawal will result in a major funding

gap if not replaced.

In Ireland, endowed funds and memorial trusts take a variety of forms. Many have
been established in the form of a legacy for a recently deceased individual, while
others have been established to provide funds for scholarships or educational

purposes, or to relieve poverty among a particular cohort or community.

I r e -ferprofid sectop focudsems ont hr opi ¢

@

EDLET

€50

14
(m

LE L3

. 4

- ama
eilm

. 1/

Atlantc Philanthmpes reland Funds Ocher Inemational Phianthmpies

Benefacts dNonprofit Sector Analysis 2018  dPhilanthropic giving to Irish Nonprofits

Independent foundations tend to take the form of not -for-profit organisations with
funds and programmes managed by their own trustees or directors. Their funds are
derived from various sources: legacies, endowments, donor -directed funds, and

fund-raising.

There has been a fall in the level of international philanthropy into Ireland between

2014 and 2016 which has coincided with the decision of Atlantic Philanthropies and

One Foundation to exit the market. Over t
2014 to 041m in 2016.

On a positive note, in 2016 for the first time, giving by Irish philanthropies

exceeded giving from overseas sources by 52%. In 2016, giving by Irish

philant hropies of 0462m overtook giving fro

THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS
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SECTION 2
RELANDOGS PHI L ANIFEGRARPHITCSE&ATOR OT

The Philanthropy Landscape dlreland

o

Research undertaken by the Forum on Philanthropy and Fundraising (2012) found
that the proportion of the population giving to charity is consistently very high in
Ireland. However, despite high levels of participation, the levels of giving in

Ireland (with only 0.8% of income donated to charity) tend be low.

The report goes on to show that in Ireland, only 15% of people give in a planned

way, compared to 36% in the UK .

Ireland also has the smallest number of not -for -profit foundations in Europe and

donor advised funds are only emerging as a way to give.

In 2014 the Community Foundation of Ireland (CFI) commissioned a survey of 50+

Irish entrepreneurs on their views on philanthropy.

The CFlI research found that 57% of the entrepreneurs surveyed engage in giving to
not-for-profit organisations by providing a once -off donation, with only 33%
indicating they give in a strategic way . It was also found that 34% contributed to
charity through corporate donations and 28% through their own charitable

foundations or trusts.

Giving levels - entrepreneurs in Ireland

€100+-250k
10%

€5+-10k
€10+-50k 05

21%

The Community Foundation Ireland  dGiving And Gaining How Entrepreneurs View Philanthropy In Ireland

of

o The chart opposite summarises the CFI findings in relation to the typical levels
giving among entrepreneurs.
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r el an eE6r<Prof Sector The Si ze Not-Fol-RaafitdSéctor

Ireland has a long history of philanthropy and charitable giving with the non  -profit

sector generally the biggest benefactor.

o €.29,000 Irish Not-For-Profits
The Irish non-profit sector is made up of numerous diverse organisations and groups

including charities, quasi -public bodies, educational institutions, trades unions, religious
organisations, local clubs, societies and associations ranging from small volunteer groups o ¢.9,400 Registered with the CRA

to large national organisations, all with their own distinct purposes and contributions to

Irish society.

Indeed non-profits, and especially religious charities, historically have provided many = €.7,100 Registered with Revenue for S.207

essential services and amenities in areas such as social welfare, education, housing and

health care. . - .
= €.2,500 Charites Eligible for S.848(A) relief

Until recently it has been difficult to get an accurate picture of the sector with little in

the way of consolidated information on the organisations which constitute it.

The establishment of Charities Regulatory Authority (CRA) in 2014 and separately

Benefacts, a non-governmental organisation that provides free public access to

information about the entire non -profit sector, has resulted in a greater level of = According to dafatmseBfaristenbrapcrt obfsi t s , |-praditl sectorchass

transparency and more extensive data becoming available on non -profits. more than 29,000 entities. However this figure could be significantly understated. It is

estimated that once registration of local voluntary organisations to public participation

The figure opposite presents-prdiasedor.on the si Zr'lsetW(())rIIs is !:ohglelteaihri]sqigourse Wifﬂg%r\}v the size of the  Database of Irish non-profits to

40,000 entities (Benefacts 2018).
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The Val ue oNot-HorRedfit&ectdrd s

o The Irish Government (as outlined in Appendix 1), has a key role to play in influencing

624.98bn direct, indirect

philanthropic activity and supporting the not -for-profit sector. In 2016, it spent 16.1% of
GDP on public social spending (OECD, 2018). It is the single largest funder of not-for- 289k employees

profits in Ireland funding G45.7bn, or 63%, of the
noted that 69% of government f u+pdiibdg ciés seonwvderetrrat ed oqv
providing not -for -profits. These entities have been set up by the Government to deliver

public services. 5,746 accounts filed with CRA

oul d be

o Despite this significant government contribution, thousands of not -for-profits receive no 014.5bn i ncome
government funding and still rely heavily on philanthropy, donations and other income, 187k employees

in particular philanthropic organisations and volunteer groups.

= The Charities Regulatory Authority (CRA) was established in 2014 with responsibility to
regulate and protect charitable trusts and organisations. The Public Register of Charities

is maintained by CRA, and as of May 2018 there were 9,356 registered charities in

Ireland. : income excluding he
organisations
= Irelands not-for-pr of it sector i s estimated to generate

induced expenditure, employing ¢.289k employees.

o Basedon financial information filed with the CRA by 5,746 registered charities, total

income for registered ch20la, eosr rie8.cdhbend eixlcdl. bdinn o

. - 00. 97bn Philanthropy/
and education organisations.

0§0. 35bn est. of donations
= There are ¢.7,100 charities registered with the Revenue Commissioners for the purposes

of S.207 Charitable Tax Exemption, of which ¢.2,500, or 35% of these, are eligible

charities/approved bodies for participation in S.848(A) tax relief, as at May 2018. Source: Registered Irish Charities Social and Economic Impact Report 2018, by
Indecon on behalf of Charities Regulator Authority
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Challenges Saturation

= The not-for-profit sector has faced a number of significant challenges over the past = More than 50% of stakeholders interviewed expressed the view that, in their opinion,

decade. In September 2008 Ireland officially entered recession, the rising level of L
there are too many charities in Ireland.

unempl oyment and economic uncertainty had a detri ment al effect on the publicds

ability to maintain the usual quantum of philanthropic and charitable donations. Compounding matters, it is felt that many of these lack the necessary skills and

expertise to effectively function and operate as a charity in addition to fulfilling their

At the time many lIrish charities reported significant decreases, ¢.10%, in the level of statutory obligations and administrative duties.

donations received, yet the demand for services provide by these and other charities
was on the increase (Power, 2010). Engagement

Trust = A key challenge for the charities sector in Ireland, noted by some participants to the

research, is the relatively low levels of engagement between the sector and those in
s More recently the sectords reputat i -pmfilehas b%gl%_sga%emc% r?d by a number of high

scandals in Ireland, which have negatively impacted on the publicdés perception and
trust in sector. Culture
= Research, carried out in 2014, found that 62% of people reported a change in how they = Linked to the point above, there is limited evidence to suggest that a strong engrained

perceive charities, with 55% indicating a reduced willingness to donate to charities as culture of philanthropy and charitable giving actually exists in Ireland. Furthermore,

a direct result of the CRC scandal. the levels of strategic philanthropic giving tend to be somewhat lower amongst high

net worth individuals (HNWI) and corporates when considered in the context of other
= The lack of trust remains an issue, with only 7% of people indicating trust or complete countries

trust in the charities sector with 22% o0somewhat trustingdé charities in 2017. (Am8rach,
= Knight Franks Global Wealth Report 2017 showed Ireland had 66,400 people with a net

2019 worth greater than US $1m in 2005 while by 2016 that number had increased to
83,100. With this increase in high net worth individuals, it could be expected that an
increase in charitable donations would occur dpar ti cul arly | arge donat
This has not necessarily been the case as is demonstrated by the fact 99% under the

S.848 A scheme are below 05, 000.
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Regulation

o

Regulation of the Irish not -for-profit sector has been behind the curve in contrast to
many comparable countries. Our closest neighbours England, Wales, Scotland,
Northern Ireland and the likes of Canada, Australia and New Zealand all introduced
legislation to regulate the sector from 2004. In contrast while Ireland did propose
legislation in 2006 it was not until 2009 that The Charities Act was created and as

recently as 2014, when the Charities Regulation Authority was established.

As a result prior to 2014, there was little to no regulation of charities in Ireland nor
were charities required to register or file financial or other information. There was
some oversight with not -for-profits who availed of charitable tax -exemption required
to file returns to the Revenue Commissioner and those incorporated to file accounts

with the CRO, however this was limited.

In October 2014 the Charities Regulator Authority, Ireland's national statutory
regulator for not -for-profit organisations was formed. One of the key function of the
CRA was to establish and maintain a public register of not -for-profit organisations
operating in Ireland and ensure their compliance with the Charities Acts. The Public
Register of Charities as of May 2018, contains details ¢.9.356 charities of which 5,746

filed financial statements.

o Another stated aim of the CRA is to increase public trust and confidence in the

management and administration of not -for-profit organisations. It aims to achieve this
through ensuring the accountability of not -for-profit organisations to donors and
beneficiaries, develop guidance on best practice for charities, increase transparency
with publishing information on register charities and investigate perceived non -

compliance by charities.

While the CRA is still somewhat in its infancy as a regulatory body, its establishment
and the progress it has made over the past four years should be viewed as a positive.
Whether it does contribute to increased levels of public trust and ultimately facilitate
an environment conducive to greater levels of charitable giving and philanthropic

contributions remains to be proven.

These issues are considered in greater detail in Appendix 1 and Appendix 2 which

present details of the State Level Factors Facilitating Philanthropy and also the

Mechani sms That Drive The I ndividual.dos

Phi
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Introduction Definition of a Charity 8 CRA (Charities Act 2009) Eligible for S.207 Charitable Tax Exemption

Over the following pages, we examine the = Operates in the Republic of Ireland = Granted charitable status by the Charities Regulatory Authority
. _ . . . (CRA)

current tax environment for charitable giving = Exists for a charitable purpose(s)

o Must be registered for tax purposes and apply to Revenue for the

in Ireland. o Promotes and carries out all activities to further this charitable exemption

purpose(s) only

. ) . . = Remain tax compliant
o Exists to benefit the public in Ireland, or elsewhere, through its P

charitable purpose(s) o Maintain charitable status with the CRA and comply with Charities
initi igibili Act 2009
Summary of definitions & eligibility [ e e el ey e c
L . . - . . . = Use all income for the organisation
When considering the operation of S.848(A) it = Political parties or bodies that promote a political cause
L o . = Keep proper records and accounts (audited accounts where annual
is important to understand what organisations = Sports bodies income is >0100Kk)
are eligible for the scheme. = Trade wunions or employerds re

o Chambers of commerce

To be eligible, an organisation must be

granted charitable status by the Charities

Regulator, however not all registered Eligible for S.848(A) Tax Relief for Donations Eligible Donations 6S.848 (A)

charities are automatically entitled to claim = Granted charitable status by the Charities Regulatory Authority = A payment of at |east (G250 made in a
. . CRA

tax relief on donations. ( ) s« A payment of | ess than 01lm made in a

o created for charitable purposes only . " L
. . L = In the form of money or designated securities, or a combination of
The table opposite outlines the definitions of

o only uses income for its main charitable purpose money and shares
charities and eligible donations and the = Holds a charitable tax exemption under S.207 (CHY Number) or a = Not repayable to the donor
eligibility criteria which must be met to avail notice of determination (DCHY Number) for at least two years = To claim the relief a donor must provide the charity with either, an
o Be authorised in writing by Revenue of eligible charity status Annual Certificate d CHY4 Cert or Enduring Certificate 8 CHY3 Cert

of charitable tax reliefs.

= Donor details and amounts that are submitted by the organisation,
must match those on Enduring or Annual Certificate

o There is a four year time limit for making a claim.
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Treatment of charitable donations pre 1 st January 2013

= Prior to the 1 January 2013 change, the method by which tax relief was granted on Tax Treatment up to 315t December 2012
donations depended upon whether you were a PAYE employee or a self-assessed/self
employed individual. Donation Actual Cost Revenue Benefit to
to Donor Refund to Approved
o A donation from a PAYE worker to an eligible charity/approved body was grossed up, Charity Charity
depending on the rate of tax being paid, with Revenue paying the difference between

the actual donation and the grossed up amount. PAYE Employee - 250

20% Tax Band Weiil 2 -

50

= This treatment is similar to that introduced 250
. . PAYEEmployee - . . " "
donation from a PAYE worker, paying tax at 20%,was g r ossed up t o 03 12. SEEEyEsRuts G250 04250 0173.73 0423.73

The charity received a payment-250)rTounthdaetuat nu e

Self-assessed- 20% -
benefit to the charity was 0312.50, 0250 f r oSl 04250 200 - 250

o
o

o Tax relief on a donation made by a Self -assessed/Selfemployed individual, was granted Self-assessed - 41%
250

o

0250 0147.50 -
as a reduction in that individuals tax liability. Again the rate of relief was dependent on Tax Band

the rate of tax being paid by the individual.

o Thecosttotheself-assessed tax payer, paying tax at 41%, of giving a 0250 donation was

0147.50, after they claimed the tax deduction.
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The 2013 Change In Tax Treatment of Charitable Donations

o

In 2011 the then Department of Environment, Community and Local Government asked
the reconvened Forum on Philanthropy and Fundraising (the Forum) to report on
policies and mechanisms that might be employed to help the development of
philanthropy and fundraising in Ireland, and ultimately increase the amount of money

invested by Irish people in good causes.

The Forum brought together a number of stakeholders from the Irish philanthropy
landscape including Philanthropy Ireland, Philanthropic Trusts and Foundations,

Fundraising Ireland and representatives from the relevant Government Departments.

The Forum made recommendations under four main areas including Fiscal and
Infrastructure Recommendations. The fiscal recommendations can be broadly

summarised as:

A the simplification of the administration of the tax relief scheme for charitable

donations

A the decoupling of tax relief on donations to charities and approved bodies from the

S.485(C), (higher income earner) restriction

A major gifts should be encouraged by allowing eligible not -for-profit organisations
the option to sign up for a scheme which enables them to allow the taxpayer to

retain the taxable benefit for the donation

o

Simultaneous to the Forumds report, t he
Commissioners (Revenue), Irish Charities Tax Research (ICTR) working group undertook
an investigation into the various options to change the charitable donations tax relief

system and their implications.

The Forum itself was broadly supportive of the concept of simplification, but raised
concerns, stating at the time that taking the taxable benefit from the donor and giving
it to the charity in all cases, may adversely impact the number and level of larger
donations, and the growth of large scale philanthropy in Ireland. This was part of the
reasoning for recommending a separate scheme for major gift philanthropy. Overleaf
we have provided a detail ed

mor e summary

comparison to the policies introduced by the Irish Government.

In summary, the Government enacted the recommendation that both individual PAYE
and Self-Assessed Donors should be treated the same. Under changes to Section 848(A)
TCA 1997, tax relief on donations made on or after 1 January 2013 by individuals,
whether from self -assessed or PAYE taxpayers, is granted to an approved charity

rather than to the donor.

Eligible donations are grossed up and the approved body/charity is deemed for the
purposes of the relief to have received the grossed up amount currently at 31%. The
difference between the actual donation and the grossed up amount is refunded by the

Revenue Commissioners to the approved body/charity.
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Recommendations from the Forum on Philanthropy and Policy Measures

Forum Recommendations for Tax Reform Government Fiscal Policies Enacted To Date (July 2018)

2 PAYE and SeHAssessed Donors should be treated the same i.e. with the tax relief in both @ Tax relief under section 848A TCA 1997 in respect of donations made on or after 1
cases going to the charity. The exception being that the relief should be given to a donor January 2013 by individuals (whether self -assessed or PAY#nly taxpayers) to an
where they contribute to specific structured giving vehicles. approved body is allowed to the body rather than to the donor.

® There should be a single composite rate of relief, e.g. 33%. @ A donation which satisfies the conditions of section 848A is grossed up at the specified

= The lower threshold for relief should be adjusted downward (at  the time itwas 0 2 5 0) . Plended rate (currently 31%)

2 The minimum donation in any single year of assessment for the purposes of obtaining tax

relief under the scheme is 0250.

2 Decouple the S.848 (A) tax relief on donations to charities and approved bodies from the °® The maxi mum qualifying donation amount for i
S. 485 C restriction on the use of tax reliefs b higher a ers .an r lace it with a
() a Bodlfes are pc—.yrmnted tg use endur?ng Jeaaratlons from ddonors ﬁﬁgt coulg last up to a

cap per annum on the donations scheme itself. . . -
ep maximum of 5 years (CHY3 Cert- Enduring Certificate)
° For more substanti al donations to su ort rticul ar roject o fnitiatives a | a 0roc
PP P RO separ at a provaf For adnatfons?PR Ex8eds

overdo of tax relief for up to 5 years.

1l n the case of donations in excess of 05m, provide by Il egislation for a separate approva
process, on a case-by-case basis.

2 In the specific cases of donations into designated vehicles that opt into the scheme the ® No major gift scheme in place
tax relief at the marginal rate should go directly to the donor. Charities that opt in to
the Major Gift Scheme will be precluded from operating under the standard, simplified
S.848A scheme.

= A | ower | i midr odonabt, i0dMs and an upper | imit of 01m.
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The following table shows the total b e n e fdonation post thexchamgepimpementbd ic20E3r i ty occurring from a 0250

The effect of the 2013 change on a 0250 d o rassessed tax pdyer@aredithd smte of tax pall,esummarised psdfallowscr e a PAYE or sel

Donation from PAYE donor: Donation from Self -assessed donor:

A No effect on the cost to the donor. AThe cost to the donor is an additional 0!
Aln all cases, a (0250 donation to a charity, regnualddtitignalianloaz't500t'aItheennetfhiet doot%oﬁrBéZS. é)za,yivoigtr
Revenueds contribution (refund) equal to 0112A32 all cases, a 0250 donation to a chari:
A When the donor is paying tax at 20%,t he Charity receives an additiRoenVaeInulfl?Qs.E?fnftrrci)nql“iOn (refund) equal to
Revenue under the new scheme. A Revenuepays an additional 0 1 1 2 rega2dless of the tax rate

A When the donor is paying tax at 41%,t he Charity receives 061. 41 A dkesharfityrecaivesae additonale 0 1 1 2 . ré&yardless of the tax rate

than it would have under the old scheme.

Actual Cost to
Donor

PAYE Employee -
20% Tax Band

PAYEEmployee -
41% Tax Band

Tax Treatment from 1 January 2013

Actual Cost to
Donor

Benefit to
Approved
Charity

Revenue
Refund to
Charity

Benefit to
Approved
Charity

Revenue
Payment to
Charity

. 41)

01250 (1250 1112.32 (1362.32
- - [0)
izggzizssecjzw’ 50 0112.32 G112.32
- - 0,
izrgizssed i 0102.50 0112.32 a112. 32
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= Based on the above analysis, the charity receives a greater benefit under the 2013

tax change, except for a donation from a PAYE employee paying tax at 41%.

o The charity gains a 16% increase in the benefit it receives for donations from a PAYE
donor paying tax at 20% and an additional ¢.45% for donations from a self -assessed
donor regardless of the rate of tax. This is true for all eligible donations between

0250 and G1m.

o The self -assessed donor is worse off in that they lose out on being able to claim a

tax deduction for charitable donations.

= However, once the
outlay less to benefit charity by the same amount. For example under the 2013
0690 to

change, the donor has to

at 31%) to a

outl ay

charity, where as

= Keeping with the example of providing a

the initial outlay for a self -assessed donor is decreased the ultimate cost may be
higher depending on the rate of tax being paid. If the donor is paying tax at 41%, the
a1, 000

actual cost of

4690

providing a

under the current system.

d onat rassessee dooce leasite initial®y 5 0

previousl

donat.

t he

provide a

y

Ef fect of

the 2013Doatbange on a

% Change In % Change In
Actual Cost to Revenue Refund
Donor to Charity

% Change In
Benefit to
Approved Charity

PAYE Employee - 20%

0,
Tax Band LA

79.7% 15.9%

PAYEEmployee - 41%

S 0.0% (35.3%) (14.5%)
Self-assessed- 20% Tax No refund priorto 1

0, 0,
Band 25.0% Jan 2013 44.9%
Self-assessed - 41% Tax No refund priorto 1

0, 0,
Band 69.5% Jan 2013 44.9%

benefit of 01,000 (0690 grossed up

outlay of the full 01,000 was required.

Cost to Donor Cost to Donor
Outlay Donor Outlay

Pre-2013 2013 2013
onwards onwards

Benefit
to Donor

Charity

Pre-2013

Self-assessed-

20% Tax Band

Self-assessed -
41% Tax Band
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Revenue Commission Data Limitations of The Data

o BDO and Philanthropy Ireland engaged wit h teohAtth&ktene & wriirgg th€ Novembes deadbne ferr2@1a fileC hamd-payt rgturns was not
Section and Statistics & Economic Research Branch in order to obtain detailed data on complete. Therefore the figures for 2017 are subject to change and should not be used

the S.8484(A) tax relief on charitable donations. for direct comparisons to prior years.

= Previously the only data readily avail abl e =whhsfigures mtluddd are lthsed on th& texfitngswetd September R0AJ. A chaity bast o n

the Cost of Tax Allowances, Credits, Exemptions and Reliefs Costs of Tax Expenditures an option to make a claim under the scheme up to four years after a donation was
(Cost of Reliefs report). This provided headline figures on the number of applications received. While the figures for 2013 to 2016 are substantially correct they are subject
and the cost to the exchequer of tax reliefs on donations to approved bodies. to change.
= While figures in the Cost of Reliefs report are useful, they are limited in terms of = When considering the value bands included it is important to note, under Revenue
insights into the make -up of charitable donations. It should be also noted that the statistical policy, a minimum of 10 individuals have to be included in that band before
figures include donations to approved bodies through corporation tax returns as well as they will present information on that band. For example 2013 figures do not contain a
those made by self assessed and PAYE individuals. 60100, 000+ value band while subsequent years

. . ~ . . 050,000+, whil e . some onations with a value
= The Revenue Commi ssionersd Charity Section has ‘provided addltlonaq information on

. . . made that year there was not enough such donations to reach the statistical reportin
the charities donation scheme for the period 2013 to 2017: year was ugh su onstor statistical reporting

threshold.

A The amount claimed under the scheme, refunds made to charities and claims
= The figures received from Revenueds Charity

restricted
the annual Cost of Reliefs report as one records refunds processed in the tax year
A A breakdown of qualifying donations by donor type, either self assessed or PAYE while the other records refunds which relate  to the tax year.
AProfile of the amounts donat e9d9 9b a stdlf99000n0 val ue bands i . e. 0250
a5, ®OW

A The number of charities filing claims under the scheme
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S. 848 (A) - Eligible charities

o

In 2016, 2,485 bodies were approved for the Charitable Donation relief, S.848(A),
scheme. This represents ¢.35% of the charitable bodies registered with Revenue for

other tax reliefs under S.207.

1,707 charities benefited from the scheme in some way in 2016. Given that there were
8,003 CRA register charities at the end of 2016 (9,356 at May18), the data

demonstrates that only 1in 5 (21%) of these charities are availing of the scheme .

Since the introduction of the 2013 tax changes there has been a decreasing number of
charities filing claims. The figures for 2013 -2016 show a 12% decrease from 1,938 to
1,707 charities.

From the charities perspective one of the most concerning figures revealed was the
number of restricted or rejected claims. ¢.87% of claims were restricted or rejected

each year since 2013, with only 250 claims on average being paid in full.

During our stakeholder consultation a common observation was that many charities are
submitting claims with the amount refunded significantly below what was initially
claimed. It is not possible for the charity to determine the exact reason for a claim

being restricted/rejected.

That being said for the charities partaking in the scheme, they are benefitting and the
refunded claims is an important source of funding. Notwithstanding the high amounts
being restricted/rejected, there is a commonly held view amongst larger charities that

the scheme is working well, as evidenced in the quote opposite.

Overview of Claims: No of Charities Filing

Charities Filing Restricted/ Charities Paid

Tax Year Claims Rejected in Full % Restricted

1,682 256

2013 1,938

87%

2014 1,927 1,652 275 86%
2015 1,863 1,612 251 87%
2016 1,707 1,487 220 87%
2017* 1,030 979 51 95%
Average 13-16 2,822 2471 351 88%
Revenue Commissioners 8 Charities Section dNovember 2018
** Please note that 2017 figures are not complete, adjustments will occur once the 2018 self -assessed file -and-pay returns are
complete
0S.848(A) is important for theses chari

scheme and the blended rate is working. Therefore they would be reluctant

to see any change and the removal of the benefit going directly to the

c h ar i trigh Chérity Representative
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S.

o

848 (A) - Donor Numbers & Profile

A review of the number of donors and the split between PAYE & Self Assessed donors

demonstrates the following trends:

A Comparing 2013 to 2016 the number of donors giving under the scheme has

remained relatively constant, with only 68 less donors recorded in 2016.

A While the number of donors giving under the scheme increased between 2013 and
2015 from 149,174 to 160,306, in 2016 the number decreased back to 149,106.

A The split between PAYE and Self Assessed donors has remained constant. For each
year since 2013 PAYE employees make up ¢.60% of total donors with the remainder,

¢.40%, being Self Assessed individuals.

A On average, between 2013 and 2016, just over 91,000 PAYE employees and ¢.61,700

self assessed individuals gave donations that qualified under the scheme.

Overview of Donors

175,000 -
I
150,000 A o— e —
125,000 -
100,000 -
C e il —
75,000 -
- —T= - =
50,000 -
25,000 -
0 ; ; . .
2013 2014 2015 2016

el PAYE e=fl==Sel|f Assessed === Total

Overview of Donors

Self
PAYE Assessed Total

Tax Year

2013 91,572 57,602 149,174

2014 91,082 61,308 152,390

2015 93,820 66,486 160,306

2016 87,718 61,388 149,106

2017* 73,870 46,330 120,200

NI REIG] 91,048 61,696 152,744

Revenue Commissioners 8 Charities Section dNovember 2018

** Please note that 2017 figures are not complete, adjustments will occur once the 2018 self -assessed file -and-pay returns

are complete
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S. 848 (A) - Claims, Refunds & Restrictions/Rejections By Value Bands Donations By Value Band

= The data provided by Revenue reveals that the fast majority of donations made under 180,000

the scheme, c¢c. 90%, -0P0&1I| vwil tulei Matnhle e@2h0 year 1$&%0%een 2013
2017. Furthermore c¢c.99% of donations fall %4?188825
s Therefore Il ess that 1% of donations were g¢gr eld®0 G5, and me 3
donati ons, greater than 010, 000. 80,000

60,000
o Itis clear from these figure the current scheme has not been effective in mobilising 40,000
large scale philanthropic giving. 20,000

0

o Instead the vast majority of amounts being processed are what would be characterised 2013 2014 2015

as small charitable donations.

OWhil e the tax incentives introduced i :Byvcluntend

smaller donations and offers simplicity, it does not represent an easy sell

n
for larger donors and is not relevant to them . ONot-for -profit sector 999 4,999 9,999 010,

2013 134,227 13,774
Consultant

m( 25909 mi1, 409 =5,

8
I
~
[y

2016 2017

000+

2014 137,273 13,846 868 629
2015 144,090 14,849 912 455
R 134,485 13,397 799 440
0 a ear s a e change O ———————-—- e arge _scal e,
'toapp that the 2013 change h t 2017 lodleda ' Y0814 °" bof " 9° apC?!
effective and strategic philanthropy that was hoped. The incentive is only Average 13-16 137519 13967 848 471

a tiny piece of the overall picture and there is a need to incentivise major

Revenue Commissioners 8 Charities Section dNovember 2018
** Please note that 2017 figures are not complete, adjustments will occur once the 2018 self

gifts . Representative of Philanthropic Body complete

-assessed file -and-pay returns are
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S. 848 (A) - Donations, Claims, Refunds & Restrictions Total Claims Processed

= During the period 2013 to 2016 there has been a small increase in the total amount 1000

being donated, claimed and refunded under the scheme. There was a steady increase
year on year between 2013 and 2015, however in 2016 the figures declined.
= When comparing the value of donations between 2013 and 2016 the increase has been
a relatively modest 1. 7 %, or 01. 6m.
= The value of donations made wunder the schem;zn00 1 %,
2013 to 0G101.9m in 2015. In 2016 the value ons H

o These donations translated into refunds from Revegoqg to chmigi ties 02015betweer201@133.3m

to 036.9m annually. Again while the amounts refuélodneéjt esaaiv&ﬁlr%ismte%ﬂ% ui NEd E28E Yiedi e PN
year between 2013 and 2015, when comparing 2013 to 2016 the increase was a modest

a1.1m. Overview of Claims: Amounts Processed Per Donor
= A figure which is particularly interesting is the value of restricted or rejected claims

) C : . P : ; ims. Donated Refunded Donated Refunded
On average between 2013 and 2016 the value of claimed refunds restricted amounted Jexvear i g

2013 90.8 40.8 333

to 08m. We e xestrittionsein greatersletail on the subsequent page.

98.1 441 355 85 644 233

= Viewed on a per donor basis the value of 101.9 45.8 36.9 8.8 635 230
0619 in 2016. Donation per donor was h|ghes 92.4 415 34.4 71 619 231
725 32.6 21.0 11.6 603 174

2017
s The refund per donor figure has increased _
Average '13-16 95.8 43.0 35.0 8.0 627 229

Revenue Commissioners 8 Charities Section 6November 2018
** Please note that 2017 figures are not complete, adjustments will occur once the 2018 self -assessed file -and-pay returns are
complete

2013 to 2016. This is result of both a increase in donations and a slight decrease in the

percentage of donations restricted.
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S. 848 (A) - Restrictions

Overview of Restrictions

= Il n monetary terms restricted/rejected claims an

2016, or 08m on average per year, not being ref sl
Assessed
= In percentage terms, on average, 18.5% of the value of refunds claimed by charities Tax Year am % Retricted

are restricted and therefore not returned to charities. 2013 4.0 35 75 18.4%
2014 4.1 4.4 07 8§ m 19.3%

s Iln should be noted that in 2016 the amounts res i % of
funds 2015 4.7 4.1 8.8 19.3%
' 2016 4.1 31 7.1 17.2%
= Revenue indicated that the main causes of restrictions or rejections are: 2017 5.0 6.6 11.6 35.6%
- (v)
A Incorrect details submitted with the claim Average 13-16 42 38 80 18.5%
A The donor has submitted another tax refund claim before charity input claim.
First claims received by Revenue will take priority. o0The issue of tax and how much is being
and usual one had with oneds tax advi

A The donors tax details may not be on the system at the time of submission.
charity to have this conversation and explain the system to them. An issue
o While charities can raise awareness of these reasons, it is ultimately a matter for the . . . o
arises where the level of refund expected is not gained by the charity, it is
individual donor to address them. From a practical and administrative viewpoint and o ) ) ) )
) ) ) o . ) ) ) difficult for a charlt%/ tofgo back to the donor and discuss his tax affairs
being mindful of an individual ds privacy it is difficul or charities to address these

issues with donors. and why this has happened . @&epresentative of Philanthropic Body

| THE IMPACT OF THE 2013 CHANGE IN THE TAX TREATMENT OF CHARD®BAEIONS 38
DECEMBER 2018



SECTION 4
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S. 848 (A) dComparing PAYE to Self Assessed Donors )
Donations By Value Band- PAYE

= While PAYE donors make up 60% of donors under the scheme, in monetary terms they 100.000

make up 53% of donations, c¢.050.8m. This is due to self ses d i vid s giving
. 80,000
more on a per donor basis.
N . 60,000 .
= On average PAYE donors donate 0558, which transl atée€s 1in a 4 r n d m
Revenue or 0762 benefit to charities. While self ag®ess d-o-n d e g, 0266
refund from revenue and 0994 benefit to charities.
20,000

Overview of Claims - PAYE v Self Assessed 0

o

Tax Years Refunded 2013 2014 2015 2016 2017*
2013 to 2016 No. of Donors 0 0 a m
Average PAYE 91,048 50.8 22.8 18.6
86,623 481 216 171 Donations By Value Band- Self Assessed
' ' ' ' 70,000
= As is evident from the previous pages PAYE donorsGodOBOnating a nt s be en 0250
to 04,999 make up the majority, c¢.60%, of total dgoebeotio- ma und t he heme
= While the majority of self assessed donors are al 40000gi v g b een 50 G959 there
are a higher portion of individuals giving in the30P2, 606 t o 559 ack {c % of sel
assessed vs 8% PAYE) 20,000
10,000

o Another marked difference between PAYE and self assessed donors is the number of

0
donors in high donation value bands. Breaking down the 2})]'_53,0002-514valnglsban(}mgn ayygiage

only 130 PAYE individuals give in excess of 09,999, while 247 self assessed donors gave
m(0 2509 m01, A0 mid5, 000+
bet ween 8049 ,0099D9, with 25 giving in excess of 050, 000 and 18 in excess of

G100, 000.
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REVIEW OF DATA PROVIDED BY REVENUE COMMISSIONERS

S. 848 (A) 6 Comparison to Pre 2013 Figures

Donations

= The Charities Section of Revenue were unable to supply information to us in relation to the Donors 6000
50,000 119,700

chapter on Ireland did reference figures the author received from Revenue which cover the period 2013 149174 33,305 90,846

scheme prior to the 2013 change. However, The Palgrave Handbook of Global Philanthropy 2010 (Palgrave) 146,349

upto 2010. (OonaghB. Breen and James Carroll, 0Giving i nEEEasiEemn 2,825 (16,695) (28,854) argel

Unregulated Arena" which is published in Wiepking, P., Handy, F. ( eds), The Palgrave Handbook of
Global Philanthropy (Palgrave MacMillan: London, 2015) at 190-210).

2016 149,106 34,370 92,366

Difference v 2010 2,757 (15,630) (27,334)

= In the following tables we have compared the 2010 figures in the Palgrave Report to the 2013 and
2016 figures we received from Revenue. Tax Ref Donations

PAYE Donors '000 0000

= The total number of donors has remained at comparable level (146,000 vs 149,000). There has

2010 (Palgrave) 109,226 30,200 61,000
also been a significant decrease in the level of donations and tax refunds.
2013 91,572 18,874 50,977
= Donations decreased by al most a quarter from 01;: Difference v 2010 (17,654) (11,326) (10,023) 2013
092.4m in 2016 (a decrease of 24% & 23% respecti
2016 87,718 17,886 48,830
= The amount of tax refunded decreased even more Difference v 2010 (21,508) (12,314) (12,170) when
compared to the figures for 2010 and 2013 and by 31%, or 015.6m, compared to 2016.
= While the number of PAYE donors has decreased, by ¢.19%, the number of self assessed individuals Self-Assessed Donations
. . . . D : 0
has increased significantly by 65% between 2010 and 2016. However despite this increase the S 4000
. . L 2010 (Palgrave) 37,123 19,800 58,700
amount being donated by self assessed individual t ween
2016. 2013 (Revenue) 57,602 14,431 39,869
Difference v 2010 20,479 (5,369) (18,831)
o While the argument can be made that the tax refund in relation to self assessed individuals prior
o . . . . . 61,388 16,484 43,536
to 2013 went to the individual and did not benefit the charities directly, such a large decrease in 2016
Difference v 2010 24,265 (3,316) (15,164)

donations would appear to suggests charities may be worse off than prior to the 2013 change.
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SECTION
REVI EW OF REVENUEOGOS COST OF RELI EF REPORT

60.0 -

Available Data Cost of relief 0O m
50.0 A
o In 2009 the number of applications and the cost of relief reached its peak. From 2004
to 2009 the number of applications grew from 42,900 to 155,100, a multiple of 3.5 40.0 A
ti mes, whil e the cost of the relief more than d 300
o Between 2009 and 2013 there was a steady year on year decline in the number
20.0 A
applications, decreasing by 12.8%, and the cost of the relief, decreasing by 16.8% or
approximately 09.1m 10.0 A
= The cost of the relief was 036.6m in 2016 and 0@ 0.0 . . . . . . . . . N
increase, it is still significantly below pre -2013 figures. The 2016 and 2017 figures are 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
=@=Cost of relief G m
provisional and should be viewed as such.
= The average annual cost of the relief for the p 200 - o
) Applications '000
the average annual cost of the relief between 2
160 A
o Based on initial figures the average annual cost of the relief post 2013, 2014 to 2017,
was 035. 8m. 120 A
o In 2014 the cost of relief fell significantly, decreasing by 38.7% in a single year to a
l ow of 027.6m. This figure is some 49% or 026.5 801 e
to exclude the cost in 2014 of 027.6m, the aver 20 |
o It is interesting to note while there was a decline in the number of applications in
0 T T T T T T T T T 1

2014, compared to the prior year, it was less severe at 7.8%. Indeed the 124,600
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

applications made compares favourably to the average number of applications =& Applications ‘000
between 2004 and 2013 of 117,110.

Revenue Commissioners - Cost of Tax Allowances, Credits, Exemptions and Reliefs Costs of Tax Expenditures.
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o There has been a increase in the number of applications for the relief in recent 450 -
. . Aver rel i f r [ i
years, 169,885 in 2016 and 174,831 in 2017. 400 . erage retiret per appiica
= However when we calculate the average cost of relief per application, we see a year 350 A
on year decline from 2004 to 2014, falling f 300 -
While there was a small increase in 2015 to
. . . . 250 A
overall downward trend. Ultimately, based on these figures, the scheme is costing
less to the exchequer on a per application basis. 200 +
s It should be kept in mind that these pgures 150 -
donation scheme charities only, in which the annual donation exceeded the threshold 100 A
of 0250. 50 -
0 T T T : . . . . . )

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
—8—Average relief per applicati

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Applications 131,100 155,100 146,800 140,400 138000 135200 124600 148300 169,885 174,831
Cost of Relief oy 54,100 51,100 47,100 46,800 45000 27,600 38,100 ~ 36,600 41,000
% Change - Applications 18.4% 18.3% (5.4%) (4.4%) 1.7%) (2.0%) (7.8%) 19.0% 14.6% 2.9%
% Change - Cost 10.1% 3.2% (5.5%) (7.8%) (0.6%) (38%)  (38.7%)  38.0% (3.9%) 12.0%
Average rel 400 349 348 335 339 333 222 257 215 235
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ANALYSIS OF OTHER RELEVANT DATA

Household Budget Survey

a

Household Budget Survey - Average Weekly Donations
It is interesting to consider the Cost of Relief figures in the context of data gathered in

% Change
the CSOO86s Household Budget Survey(HBS), a s ur \[EYElelellsEili 2005 2010 2015 05 - 15

of all private households in the State conducted every 5 years. Self - Employed 2.40 6.65 4.85 50.5%
Retired 2.83 7.16 7.08 60.0%

Employee 3.20 4.43 2.82 (13.5%)
Unemployed 0.84 1.63 2.38 64.7%
Other 1.55 2.76 217 28.6%
2.59 4.40 3.75 30.9%

Household Budget Survey 2005 2010 2015

State

According to HBS surveys the average weekly donation made by households in the
State increased when comparing 2005 to 2015 f
peaking at 04.40 in 2010. This trend would be
indicated by the Cost of Relief report.

()
—
2
@

The HBS also provides data on average weekly donations by livelihood status. The

figures show that between 2005 to 2015 all livelihood status groups increased

donations with the exception of the employee group who decreased average donations

from 03.20 to 02.82 per week.

Average Weekly Donat i ( 2.59 4.40 3.75
Di sposabl e Weekl y | nc¢{ 843 886 912
Donation - % of Disposable Income 0.31% 0.50% 0.41%

BDO Analysis - CSO Household Budget Surveys
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Cost of Relief, Household Disposable Incomes & Trust In Charities 20082016

55,000 50%
45%
50,000
40%
45,000 35%
40,000 30%
25%
35,000 20%
30,000 15%
10%
25,000
5%
20,000 T T T T T T T T T 1 O%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
—@—=HoUSehol d Dispos adli=Colsnc mmhe Rl ) -em=Trlusii(%) 00 0)
Context = The cost of relief is the cost to the exchequer in providing their current blended 31%
s Cost of Relief is given in (06000 and i s s ourraterdliefftorchantablRdonatonuneetidgacertain corditions. s t he cost to t he

exchequer of providing the tax incentive for charitable donations. The 2016 and 2017 o The cost of relief cannot be directly attributed to a single determinant, it is affected

figures are provisional and should be viewed as such. by a multitude of factors as outlined in this report. Nonetheless there is some

= Household Disposable Income is sourced from CSO data. correlation between disposable income and the cost of relief to the exchequer.

) . ) ) ) Similarly, taking intg account the constraints and limitatjons of the survey, there is .
o Trust in charities figures are derived from Am%)r/acr}? 8Trust ?n Charltlleso resyearch whi ch

. . some correlation between trust in charities and the cost of relief.
only included 1,500 participants.
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Increasing Wealth In Ireland

o

Multi - Centa-
Global wealth has been on the rise. The Knight Frank Global Wealth Report 2017 shows Millionaires Millionaires UHNWIs Millionaires
G + + + +
that the number of people with a net worth of US $50m or more grew by 10% in (01m+) S () (ALEITI )
Europe from 2012 to 2017. Overall, there has been an upward trend and growth in

wealth globally.

The Credit Suisse Research Institute (CSRI), reported Ireland had 110,000 individuals

Billionaires
($1bn+)

with a net worth of over US $1m. According to Knight Frank®6s Global Wealth Report,

where wealth is defined as net worth excluding their primary residence, Ireland had
83,100 individuals with a net worth of over US $1m. This is arguably a better

reflection on the actual figure as it excl ud@beraihvweeald prirelpnd nawwithrentainiinsliniduialg @agsing
large funds. The country needs to develop an infrastructure to
Analysing Knight Frank historical reports, In 2005, Ireland had 66,400 people with a net incentivise and facilitate charitable giving by these individuals

worth greater than US $1m. In 2016 that number had increased to 83,100. Over the 10 Philanthropist
year period from 2005 -2015 the number of individuals with US $1m or more grew by
15%. From 20062016 the change was an increase of 20%.

With this increase in high net worth individuals, it could be expected that an increase
in charitable donations would occur dpar ti cul arly | arge donations (>05k) . This has not

necessarily been the case. As outlined earlier, according to the Revenue data, less

than 99% of donations were greater than 05,000 and a mere 0. 3%, or 471 donations,

greater than 010, 000.
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SECTION 5
INTERNATIONAL BENCHMARKING

Introduction

= Within this section of the report, we examine and comment on the forms tax
incentives, deductions, grossed -up donations and other measures that have been or
are currently employed to encourage and stimulate philanthropic activity

internationally.

= Following on from this we consider the performance and key trends within the
philanthropy and not -for -profit sector in a sample of other jurisdictions: Australia,

Canada, France, Germany, New Zealand, the UK and Sweden.

= While the US is referenced when examining Donor Advised Funds, we have not included
it in our benchmark. The rationale for this is that unlike the Irish market where
philanthropic activity is very much in its infancy, the market is significantly more
mature in America and is very much engrained in America's culture, society and the
economy. In 2016 alone, Americans donated some $390 billion to charitable causes,
nearly three quarters of which came not from foundations or corporations but from

individuals from all aspects of society.

o The performance and effectiveness of Ireland, from a philanthropic perspective, is

also considered within an international context.
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Form of Incentive

o}

Tax incentives for charitable giving can be divided into 3 categories: tax deduction,
tax credit and grossed -up where the benefit goes to the recipient organisation. Of the
six countries benchmarked, 3 countries offer tax deductions (Australia, Germany,
Sweden), 2 offer tax credits (France, Canada), with the UK offering both tax
deductions and grossed-up incentives based on their two main schemes. Ireland is the

only country to offer only a grossed -up scheme.

Tax deductions work by taking charitable donations into account before tax is
calculated, reducing taxable income by the value of the gift. A common criticism of

tax deductions as an incentive for giving is that is disproportionately favours the
wealthiest in society. For example even when two donors make the exact same
donation, one may receive a greater deduction by virtue of earning more money/being
taxed at a higher tax rate. This means the marginal cost of giving decreases the higher
your income. Thus it is often theorised that those with lower incomes have a lower
price elasticity when it comes to donations and that higher income individuals are

more influenced by tax incentives.

Tax credits reduce your tax and are often claimed back at the end of the year. While
a tax deduction increases in line with an individuals marginal rate of tax, the value of
a tax credit is the same for all taxpayers. Thus, it is seen as more progressive

approach than offering tax deductions as they give the same benefit to all taxpayers.

o}

The oprospect t hpsycholodists Dahel\Kahseendn abdyAmos Tversky,
theorises that people tend to have an inherent loss aversion and act irrationally when
making decisions when it comes to weighing up potential gains and losses. 0 Gi v e n
higher-rate tax payers are typically more responsive to incentives and subject to the
greatest tax losses, this could point to potentially grave losses of charitable income

from wealthy donors. Herein lies perhaps the best argument in favour of tax

for charitabl e JGCAFiMayR0l6)at her

deductions

Grossed-up donations see the charity receive the primary benefit, as opposed to tax
deductions and tax credits where the donor receives the benefit from the incentive.
This should have no effect on donations if people were to act rationally, however
prospect that the desire

theory suggests

be far less compelling that the desire to avoid losing the entitlement to a deduction.

Thus, the Irish system of passing a grossedup benefit on to the recipient organisation
is progressive in that it treats all donors equally and allows the same benefit to
everyone. |t

mi t-d gwan esf tdet uphkii die sees

decreased for those who can best affordit. Howe v er , it doesnot
level of giving from higher income earners as tax deductions or even tax credits

do.
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SECTION 5

INTERNATIONAL BENCHMARKING

Tax Incentives

= According to the WINGS Worldwide Initiatives for Grantmaker Support) R eport in
2 0 1 8, dehatablesvhat role tax incentives play in encouraging giving. Much of the
research undertaken suggests that itds not
However, it is seen as having a greater affect on wealthier donors, who are more likely

to donate larger amounts.

= A Global Philanthropy Legal Environment Index report in 2014 found that tax
incentives for individuals appear effective in creating a culture of giving (Nexus,
McDermott Will & Emery, CAF 2014). According to the World Giving Index, the
proportion of individuals who give to charities are 33% in countries which offer tax
incentives and only 21% in countries with no tax incentives. They also found that tax
incentives appear effective in all economic development contexts dthey are not

dependent on a countryds | evel of

o A 2017 report by the Charities Aid Foundation (CAF) suggests that tax incentives are a
significant but not decisive factor in increasing giving. It found that in countries with
tax incentives 33% of people had given in the previous month, compared with 21% in
countries without t hem. However, it
civil society operates, the range of causes which are incentivised, administrative
barriers to giving and the ability of organisations to fundraise publicly are likely to be
more important in motivating giving than tax incentives.' However, while tax
incentives are not the only reason people give, they may encourage people to give

more.

economic

concedes t

= The Observatoire de la Fondation de France argues that, in Europe at least, tax

incentives nfl t he si of

awhet mar yt modiiwe Grornatndilvh dhifaanaenand .t he
generous tax breaks than elsewhere, the proportion of the donor population is only

mi ght i uence ze gi fts

UK

average, while average donation amounts are

= A 2016 report analysing the effect of the 1986 tax change for donations in the US

concluded that tax elasticity of charitable giving for charitiesis ~ -4. This means for a

1% increase in the tax cost of giving causes charitable receipts to fall by about 4%.

s A Canadian study in The 20

but

Philanthropist in

great motivator, they are the great enab

°y Lruvst e|nI thoe F()3(?T\]/%rr}]mter?t d1n Why the Wealthy Give by Francis Ostrower, suggests that

wealthy people prefer to donate than pay tax because they distrust government to

spend their money well due to -mnakieginopol i ticis
government 0.
hat ©6the | egal environment in which
oln I reland many people do not truly wund
incentives can play a role. While people do not often point to tax
incentives i n r ealPhilanthropisthey do mat t
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Caps

o}

Caps on incentives are a fiscal tool which is not concerned with fairness from the point
of view of donors on different points on the wealth spectrum, but on the desire to
limit tax losses to the public purse. They may also limit the influence of the wealthiest

individuals and corporations on civil society organisations.
Ireland is one of the few countries that implement a value cap on qualifying  donations.

Internationally , the majority of countries cap the level of relief available on tax,

generally as a percentage of either your tax bill or taxable income.

In 2012, a proposal to cap Gift Aid relief to donors at the greater of £50,000 or 25% of
taxable income in the UK was dropped, largely for fear that it could cost CSOs as much

as £500m a year, as estimated by an Oxford Economics report.

Barriers

Bureaucratic barriers to claiming incentives are linked with the complexity of the
system in place. In the United States for example, where incentives are claimed
through a self filing of itemised tax returns, this can present a considerable barrier to
donors of a modest income who either are not required to itemise or lack the
knowledge to be able to do so. Furthermore, the trend of online donations where

sometimes there is no receipt or paper trail makes it difficult to claim incentives.

Complexity and understanding of tax incentives are important factors in the claiming
of incentives. Irelands grossed-up system is noted as significantly reducing the

complexity of claiming tax incentives.

Over the following pages we present details of the tax environment for philanthropic

and charitable giving in the sample of benchmarked countries.
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United Kingdom

= The United Kingdom operates two tax concession schemes for charitable donations. An
individual may obtain tax relief on gifts to UK charities made in accordance with the

Gift Aid or Payroll Giving Schemes

o Gifts may also be made under the payroll -giving scheme, whereby employees may
authorize their employers to deduct the charitable donations from their salary. The
donation is then taken before tax, ensuring that the individual obtains tax relief at his
marginal rate. The Payroll Giving scheme is claimed by donors and provides benefits

based on the rate of tax being paid, for example to donate £1, you pay:
0 80p if you're a basic rate taxpayer

0 60p if you're a higher rate taxpayer

055p if youdre an additional rate taxpayer"

= For gift aid, all donations made by an individual qualify for tax relief, provided the
individual is liable to tax at (at least) the basic rate. Gifts may be large or small,
regular or one-off. Through the Gift Aid scheme charity and community amateur sports
clubs (CASCs) can claim an extra 25% for every donation given up to £100. For
donations above £100, 5% can be claimed up to a maximum of £2,500 per donation,
coming into effect in 2019. For the donor, if you pay above the basic rate of tax, you
can claim the difference between the rate you pay and the basic rate on your

donation.

= In the UK and to encourage legacy giving, for inheritance tax purposes a lower rate

of 36 %, in

pl ace of

net estate is left to charity.

Australia

the standard

40 %,

o Australia as a federation of states and territories has a divided tax regime. Income

tax on personal income is a progressive tax with a tax -free threshold of AU $18,200

(011,546) ,

and

t he

hi ghest

mar gi nal

rate

= Aust r al-to-&DRratib ia low by international standards. In 2017, Australia had

the 8™ lowest tax burden of the OECD countries.

Tax deductible donations can only be made to a narrow class of charities called

deductible gift recipients (DGRs). Generally, every person is entitled to a deduction

from assessable income for individual donations, provided they are over AU $2.

o There is generally no cap for the gift deduction, with the exception that the

deduction must not cause an overall tax loss.
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Canada France
o As a federation of provinces and territories Canada also has a divided tax regime. o Franceds income tax i s a progressive tax wit
Everyone is charged federal income tax and also provincial or territorial tax. Thus, for highest marginal rate of 45%.

. . 0 . - . o
2018 the highest federal tax rate is 33% and the average highest provincial rate is 179%. = While France offers tax incentives for charitable giving, the Palgrave Report highlights

o Canada provides a tax credit for income tax purposes for gifts to registered charities. that France has one of the highest levels of government contribution to not  -for-profit
Individuals may claim a 15% tax credit for the first CAD $200 in donations to registered revenues. They go on to state that philanthropic giving is not viewed as part of an
charities and a 29% tax credit for donations in excess of CAD $200. However, an annual i ndivi dual &Giving in France: AdPhilanthropic Renewal after Decades of

l'imit on creditable donations applies based Dbistrust Atteur GaotierpAnrie <Claire Pacioeas Valéfie MpsselEl37d4%4) v 75 % o f

net income. . . . ' L .
o Gifts to approved public or private not -for-profit organisations located in the European

= There are additional provincial tax credits to be claimed on top of the federal tax Union, for approved purposes give rise to a tax credit equal to 66% of the gifts, subject
credits. These vary from 4%-20% for donations under CAD $200 and 1424% for to a limit of 20% of taxable income.
donations above CAD $200. The average relief is a 9% tax credit for gifts up to CAD
$200 and 17% for gifts over CAD $200.

o Where the total donations exceed 20% of the
excess is carried forward for 5 years to give rise to the tax credit under the same
= Inthe 2013 Canada introduced a supplement to encourage first -time donors called the conditions.

FistTi me Donorgds Super Credit. The super cre du Ithfts tg ct)réaarrlistat%nds prbvpdingtcgrgfor%e(gs%nss in Ba?d)s(hip)(e?g.aforod baanrksc; ma{y aive
listed as only temporary for the 2013 to 2017 tax years. This credit results in an rise to a credit equal to 75% of the gift with a maximum of EUR 537,

additional 25 percent to the aforementioned federal rates. For the first $200, you
receive the old 15 percent plus another 25 percent worth of credit. For amounts over
$200, the amount would be the 29 percent plus another 25 percent federal credit. The

maximum contribution that qualifies for the super credit is $1,000.
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Germany Sweden

o

o}

The German income tax is a progressive t ax =wRrioriio2Ql2 and after 201%thkere was naededuaion dor dorfationis4o, cladt@le a n d  a
highest marginal rate of 45%. entities in Sweden. Between 2012 and 2015 individual taxpayers could claim a

. . ) . . deduction for donations made to charitable and scientific organisations (chapter 67,
Donations for the support of public denefit, charitable and religious purposes may,

i L ) o sections 20-26 of the IL). Qualifying organisations had to be approved by the tax
within certain limits, be deducted from the taxable income of an individual. In each

s administration and be resident in Sweden or in an EEA country with which Sweden
calendar year, an individual may deduct the greater of:

exchanges information. The deduction equalled 25% of the annual amount of such

A Up to 20% of the total annual income donations. The donations made in a calendar year had to total at least SEK 2,000 (at

Alf a donation is made from an individual &s 8% SEKRQ pe dogafion)eTthemaximum dedectiop wag 5K 3.p00 pepyeay (i.e. 20%n u a |

turnover and the salaries paid in the relevant calendar year. of SEK 6,000).
Apart from the 20% limit, an individual can deduct the amount of a donation to the = Swedish donors receive relatively little fiscal encouragement to give and while Sweden
endowment of a foundation up to G1lm, once i nrankedAthipng29lp stydy mepsyring dopop populatipryinsEurope (64%).Swedlish ot a
tax deductible donation must have its legal seat in Germany, in one of the EU member donors contributed | ower amounts per person
states, or in one of the states of the EEC (European Economic Community). average. This is partly due to the majority of Swedish donations being subscription -

based.

The Palgrave Report notes that in Germany, the percentage of people that make
charitable donations is less than in other developed countries. This is often attributed = The country has a highly developed public sector, the state act as a guarantor of
to the perception that those with high incomes are paying high taxes and thus individual social protection and the common good. Taxes are very high compared to
believing that their tax money goes toward public social ~expenditures (Giving in other European countries, ranking 10th for tax burden among OECD countries, and
Germany: Towards Systematic Information on a Fragmented Nonprofit Sector Marius there is a level of trust that the government and public institutions will redistribute
Mews and Silke Boenigk The Palgrave Handbook of Global Philanthropy (Palgrave this wealth fairly.

MacMillan: London, 2015) at 170-189).
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New Zealand

o The donations tax credit is for gifts of money to approved organisations, at 33.33% of
the gift. The total amount of charitable donations eligible for a tax credit must not
exceed the taxable income of the taxpayer in that income year. The total tax credit

an individual can claim is capped at one third of their total taxable annual income.

o Donations made through Payroll Giving are also eligible for tax credits of 33.33%. The
donor does not need to claim these credits themselves, their employer will do this for

them.
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Relief 6 Type of Relief Rate of relief Minimum Donation to | Cap on Relief Other Incentives

Donor or Qualify

Donee?

Ireland = Donee o Tax relief for approved o 31% Blended Rate 0250 Donations qualify up to a maximum of = Organisations which qualify for
bodies 01,000, 000 charitable status under Irish
= Grossedup donations law may claim an exemption
see the charity receive from tax on most form; of
the primary benefit. income and capital gains.
Qualify donation grossed (S.207)
up with the Revenue = 2018/19 VAT compensation
scheme. A capped fun

million Charities will be
entitled to a refund of a
proportion of their VAT costs
based on the level of non -
public funding they receive

United o Donor& = Tax relief for approved o Payroll Giving: Depends on n/a o Payroll Giving: 100% of donation = For inheritance tax purposes a
Kingdom Donee bodies tax rate: o Gift Aid: lower rate of 36%, in place of
s Tax deduction A 20% Basic Tax Rate A Qualifying donations capped at the standard 40%, applies
A 40% Higher Tax Rate 4x tax paid in that tax year where 10% or more of the
A 45% Additional Tax Rate A Maximum single donations of de cease dés net estat
o Gift Aid: £50,000 charity.

o

Charities - 25% of gross
donation up to £100, 5% of
anything more than £100

A Marginal tax rate taxpayers
can claim back the
difference between tax
paid and the basic tax rate
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Country Relief dDonor | Type of Relief Rate of relief Minimum Donation Cap on Relief Other Incentives
or Donee? to Qualify

Australia = Donor o Tax deduction = Rate of relief depends on tax rate, varies from o 100% of donation
19% to 45% = Bushfire & Flood donations:
= Bushfire & Flood donations 100% of donation can be
claimed as a tax deduction
under AU $10
Canada o Donor o Tax credit o 15%rate credit up to CA $200 n/a 75% of net income o First time donor super
= 29% rate credit above CA $200 credit of 25% extra
France o Donor o Tax credit o Tax credits are valued at 66% the value of the n/a 20%o0f taxable income
donation
o Charitable donations are exempt from the cap
on tax credits (018,000 + 6% of total net

taxable income)

Germany = Donor o Tax deduction = Depends on tax rate n/a 20%of taxable income
New = Donor = Tax credit = 33.33% $5 100%o0f taxable income
Zealand

Sweden** = Donor o Tax deduction = Depends on tax rate 0194 0146

Note: **Sweden amended the legislation introducing tax incentives in 2012 and abolished the tax reliefs in 2016, removing the m from legislation.
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Foundations, Trusts & Funds

o]

Trusts, funds or foundations are often established by high net worth individuals as
they can be a more efficient means of distributing money to charities. In addition to
this they can manage a portfolio and donate portions of the profits to charities, thus
perpetuating philanthropy activity into the future and allowing donors to give

significantly more value to charities than their original donations to organisations.

The USA, UK and Australia are leading the field in offering structures to facilitate
effective and efficient charitable giving. In particular these countries have seen the

establishment of Donor Advised Funds.

and family philanthropy which can be more tax efficient than other models.

Donor-Advised Funds

o

A donor-advised fund, or DAF, is a philanthropic vehicle established as a public
charity. It allows donors to make irrevocable contributions, receive an immediate
tax benefit, invest and grow the contributions tax free and ultimately distribute
charitable grants from the fund over time.
savings account. A donor contributes to the fund as frequently as they like and then

recommends grants to their preferred cause when they are ready.

DAFs have a number of advantages over private foundations which has seen them

become the preferred vehicle for many philanthropists as:

& Donors receive an immediate tax deduction when they make a charitable

contribution.

A donor-advised fund is like a charitable

DAF®&s

o)

Convenience, simplicity and reduction of workload and costs involved with set -up

& making donations

The ability to give long -term appreciating assets such as real estate, stocks,

shares and life insurance policies

Families can establish DAFs as a way to foster charitable giving at young ages and

establish a perpetual legacy family fund.

It provides a vehicle for estate/inheritance planning

B arMeeabiligy tothanie the fdnd as you &Hbdsé€ dr Say An@rymous) & imany fajor |

donors wish to do

Donor-Advised Funds - US

a

The first donor -advised funds were created in the US during the 1930's. In 1969 the
US government enacted legislation to establish legal structure around DAFs. During the
19900s

DAFs began to grow in visibility

become philanthropy's fastest -growing vehicle.

In 2005 there was 100,673 DAF accounts in the US this has grown by 183% to 284,965
accounts in 2016 and expecting to grow in excess of 300,000 in 2018. This growth has
seen the charitable assets and contributions grow significantly over the period.
Charitable assets under management in all DAFs totalled $85.15bn in 2016, with
contributions to these funds totalling $23.27bn and grants to charitable organisations
being $15.75 bn.
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Donor-Advised Funds - UK Private Ancillary Funds - Australia

s The concept of the DAF arrived in the UK i n PRrinate AdcilaryFands (RAF)ark a simple and fiexible ioem of aitrussand hwec h f und s

being the CAF Charitable Trust. In the UK, DAF type vehicles come under various forms become a prime vehicle for individual family philanthropy. Introduced in 2001, they
and names such as Charitable Trusts, Donor Designated Funds and Donor Advised were known as Prescribed Private Funds (PPFs) until 2009. There are over 3,000
Foundations. Although there are some differences these vehicles provide the same key Private Ancillary Funds (PAF) and Public Ancillary Funds (PuAF) in Australia. The key
benefits: they allow the donor to create a charitable fund today, invest the funds and features of PAFs are:

then donate the funds to the causes they care about. . )
d Tax deduction for donations

= As in the US, UK DAFs have seen significant growth in the value of charitable assets ) o
o ) ) ) d Exemption from ongoing income tax
and contributions in recent years. Charitable assets under management in all DAFs
totalled £1,063m in 2016 growing from £726m since 2012. Contributions to UK DAFs 6 Family control
grew 72% over the same period to £353.6m in 2016 while grants to charities increased 3 No public fundraising requirement

59% to 0276.7m in 2016.
= PAFs are subject to a stringent regulatory environment. The major notable rules and

requirements are:
OAn initiative that has worked in UK, OU8 PARMysthavgalysieeanditustpea cofpgragon, perform annual audits
introduction of tax efficient vehicles f oofthefinangial talementsandbbe complianhwith the Guidglipes s | n
Austral.la ha_lve been hugely sucgessful in stimulating phllfamthropy. They 5 5% minimum distribution requirement ,
facilitate family foundations HghMNe asset giving on a | arge scale. o
Worth Philanthropist 0 PAFs need to have a formal Investment Strategy

o From their introduction in 2001 up to 2014, AUD $4.2bn was donated into PAFs and
their average distribution is around 9%. In 2012, distributions totalled AUD $251m and
it has been estimated that in 2018 distributions could be as much as AUD $800m, a 69%

growth, in a sector which saw AUD $12.5bn worth of total donations in 2016.
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International Comparison

o

Rank
© 00 N O o M W N P

o According to a Worldwide Initiatives for Grantmaker Support (WINGS) report in

Ireland ranks well overall at 8 ™ place on the CAF World Giving Index in 2017 with only 2018, giving is increasing 6al most everywhe

Canada (7") and Australia (6™) ranking higher overall of countries in this report. of more modest meanséd.

Germany (19"), Sweden (34") and France (67") ranked considerably lower on the

) ) ) = According to the Palgrave Report, the not -for-profit sector in |reland relies heavily
index. The index takes into account 3 broad categories of 6givingd: helping a stranger

on income from the public sector compared to international standards. 77% of not -

donating money and volunteering time. This shows us that Ireland is a generous nation

. . . ) for-profit revenue in Ireland is derived from the public sector where the
and it is in out nature and culture to give to charity. However, I'relandds scor e S

h a
) ) . international average is 31 %.(OonaghB . Breen and James Carroll
decreased over the last 5 years. Ranking 2" on the index in 2011 and 2012, Ireland

: ) i Ireland: A Nation of Givers in a Largely Unregulated Arena" which is published
slipped to 5™ in 2013 and were ranked 8" in 2017.

in Wiepking, P., Handy, F. ( eds), The Palgrave Handbook of Global Philanthropy

(Palgrave MacMillan: London, 2015) at 190-210).
Ireland - CAF World Giving Index Rank (2010 -2017)

=
o

2010 2011 2012 2013 2014 2015 2016 2017
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Il relandds standing

« As seen from the chart below, per CAF&s Wor | d° BFF3oRgRapqtshoys that|raland, fustialia, CanadagFrance, Germany,agdsthe

score for donating money fell by 12 percentage points from 72 to 60. While the score UK all have large not-for-profit sectors, progressive tax systems and incentives for

for volunteering time and helping a stranger has remained relatively static. charitable giving. (The 1 nyuence of Fiscal Incentives

Michael D. Layton, The Palgrave Handbook of Global Philanthropy (Palgrave
MacMillan: London, 2015) at 540-555.)

Ireland - CAF World Giving Index Scoring 2010 -2017 = However, in terms of eligibility for tax incentives, Ireland is the only country of these

90
with a narrow eligibility and small number of organisations eligible for the incentives,
80 o o compared to the other countries where there is broad eligibility and  larger numbers of
70 o NPOs eligible for incentives.
;\5‘ 60 . . . .
E’ o Ireland is the only country in the benchmark that does not provide a direct tax
§ 50 incentive to the donor.
n
Q =
40 [o) UM
[, S— o J
30
20

2010 2011 2012 2013 2014 2015 2016 2017

ODonating Money OHelping a stranger O Volunteering time

60
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APPENDIX 1

FACTORS AFFECTING PHILANTHROPIC & CHARITABLE GIVING
State Level Factors Facilitating Philanthropy

Eight facilitating factors for philanthropy

o The Palgrave Handbook of Global Philanthropy outlines eight major factors, based on a study 26 countries, that either facilit ~ ate or inhibit philanthropy and charitable giving. The
state has a significant role to play in many of these factors. While these factors are common across many of the countries in  cluded in the Palgrave report, it is not a definitive list.

Many other factors at both a state and individual level can affect philanthropy and charitable giving.

1. A culture of philanthropy

2. Public trust, issues of transparency, accountability and effectiveness

| e : Facilitating
3. Regu NEWY w . .
egulatory and legislative frameworks Philanthropic

4. Fiscal incentives &

5. The state of the not -for-profit sectors Ch .
aritable

6. Political and economic stability or growth G |V| ng

7. Population changes

8. International giving

Pamala Wiepking and Femida Handy, The Practice of Philanthropy: The Facilitating Factors from a Cross -National Perspective,
published in Wiepking, P., Handy, F. ( eds), The Palgrave Handbook of Global Philanthropy (Palgrave MacMillan: London, 2015)
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State Level Factors Facilitating Philanthropy

1. A culture of philanthropy 2. Public trust, issues of transparency, accountability & effectiveness

Ireland has long been an established welfare state and as outlined earlier the state is The publ i csd 4or-praitsectoms widélyeconsideted one of the most

closely tied to the not -for -profit sector. In a welfare state the public perception is important factors for philanthropy. High levels of trust positively affects

generally that philanthropy and the not -for -profit sector is supplementary to the phil anthropic giving. T h efor qprofib dedtoc lmdbednr u s|t o f
state. This perception can inhibit peopl|eds| dandgedbyageriesofsscandals smeelk@2 andthislack oatiust leas kkenperdisierd n s
especially in the areas of health and education which are seen as core of the welfare over recent years. It has highlighted concerns around issues of transparency and

state. A large portion of the state funding of the not  -for -profit sector is accountability within the sector.

concentrated on the areas of education and health.

One of the contributors to this research refe

Research has shown that 70% of the Irish public feel that the state relies too heavily mytho within the Irish public i.e. that |chari
on the charity sector to provide services, with over 80% of staff in charities believing payroll costs. This has lead to questions over the quantity of donated funding going

that their work compliments services provided by the state (Amarach, Charities to beneficiaries of the charity and thus the effective use of funds.

2037).

During our stakeholder consultation a common viewpoint was that there is not a real
culture of philanthropic giving and that large scale giving is concentrated within a

very small cohort of the population, many of whom wish to remain anonymous. This
is contrary to experience in other countries where The visibility of major donors in a

country motivates other wealthy individuals to follow their example, as seen in the

USA and the UK. 0Openly discussing donat/ions and celebrating philanthropic donors
stimulates a philanthropic culture and with that, philanthropic givingé (McDonald &
Safe, 2011).
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State Level Factors Facilitating Philanthropy

3. Regulatory and legislative frameworks

Stronger government regulation can have a positive effect on philanthropy by
facilitating the previous factor, increasing public trust, transparency and

accountability.

The regulation of charities in Ireland is overseen by the Charities Regulation
Authority (CRA). The CRA was only established in late 2014 and thus while it has
made significant progress will require more time and work to establish a robust

regulatory environment which is recognised and trusted by the public.

Regulation of other Irish sectors, i.e. nursing homes, has lead to increased
professionalism and a number of mergers and acquisitions. This may well be the case
within the not -for -profit sector and many stakeholders have raised concerns about
the cost of compliance and the need for regulation to be proportional. Regulatory

measures therefore need to be proportional in nature.

4. Fiscal incentives

Fiscal incentives are a potentially important factor in influencing philanthropy and

tools the government can use to stimulate philanthropy.

Ireland uses a system of grossed-up donations (at a rate of 31%) which sees the
charity receive the primary benefit, as opposed to tax deductions and tax credits
where the donor receives the benefit from the incentive. As highlighted earlier this

system has its limitations, applies to a narrow number of Irish charities and does not

appears to stimulate or encourage large scale philanthropic giving.
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State Level Factors Facilitating Philanthropy

5. The state of the not -for -profit sector

6. Political and economic stability or growth

Research shows, when notfor -profit organisations are well funded, well organised
and professional in their operations, donors are more inclined to contribute to the

philanthropic sector.

While Ireland has a number of large scale, professionally run not -for -profit
organisations with developed governance and reporting structures, the sector has a
significant number of small often volunteer or community run charities. Over half of
registered Irish charities have turnover
of these with income | ess that 050, 000.
These small organisations often lack the necessary strategic planning, evaluation and
fundraising expertise to operate effectively, while many fall outside the scope of

statutory financial audits.

Ireland has a number of representative bodies within the sector, however as
highlighted from our stakeholder consultation more could be done in terms of

collaboration and communication among these bodies.

Political and economic uncertainty | essen

donations.

In 2008 Ireland entered recession resulting in increased levels of unemployment,
economic uncertainty while also impacting on the public's ability to make donations.
At the same time the demand for services provide by various charities were on the

increase, coupled with a decline in government funding to the not  -for -profit sector.

Il relandds economic standing has i mproved

unemployment rates have declined to below 6%, with full employment predicted from
2018 onwards, while CSO figures show mean disposable income is increasing. In
periods of economic growth and prosperity, people generally have more disposable

income and philanthropic activity increases.

This would suggest I relandds capacity

should improve.
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FACTORS AFFECTING PHILANTHROPIC & CHARITABLE GIVING

State Level Factors Facilitating Philanthropy

7. Population changes

8. International Giving

The demographics of Ireland are changing a | The level of foreign funds from one country to another is a key factor in facilitating

for philanthropy in the future. While it is difficult to demonstrate definitively the philanthropic activity in a country and can have a significant impact on the

impact population changes have on charitable giving, international trends show that development of the local not -for -profit sector.

the typical donor is religious, older, wealthy and highly educated. CSO statistics

reveal that Irelandds popul ation is agin Ireland over the past number of years has benefitted greatly from overseas

Il relandds philanthropic sector is the | o | { philanthropy, especially from funds coming from the US. Atlantic Philanthropies, The

younger cohorts of the population. One Foundation and The Irelands Funds have contributed large sums of money to Irish
not-for -profits. With some of these funds indicating their plans to wind down their
philanthropic activity, this is likely to leave a significant funding gap in the Irish
market.
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Mechani sms That Drive The I ndividual s Phil ant hropi

Eight Mechanisms That Drive Charitable Giving - Bekkers and Wiepking
The research and theories around why
individual donors give come from a

number of different disciplines

including but not limited to

economics, behavioural science,
Awareness of need psychology, sociology, political
science and anthropology. There have
be numerous studies on the subject
over the years.

PHILANTHROPIC &
Bekkers & Wiepking (2011) distilled

Solicitation Reputation CHARITABLE GIVING

over 500 such studies into eight
mechanisms that drive people to make
philanthropic donations.

Costs and Benefits The extent to which each of the eight

Psychological
benefits

mechanisms influence giving is yet to
be fully determined. Research would

suggest that multiple motives are

likely to operate simultaneously and
impact on giving. The mix and impact

of each motive can differ over time,

A literature review of empirical studies of philanthropy:ryBdcgriQuartehechani sms that dri propt
Bekkers R., & Wiepking, P. (2011) place, organisation and donor.
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Mechani sms That

Drive The | ndi v

dual

0s

As a prerequisite for philanthropy donors have to
become aware of a need in order to support it.

Awareness of need is a mechanism that is largely
beyond the control of donors.

It can be facilitated by the mass media,
government campaigns, charitable organisations
marketing. It is also increased when donors know
the potential beneficiaries of their charitable
giving.

A strong commonly held view emerging from our
conversations with key stakeholders in the sector is
that that many charities struggle to clearly articulate

a compelling case or reason as to why they should be
the beneficiaries of prospective philanthropic/ donor
funds.

Furthermore it was suggested that many charities and
organisations lack the prerequisite fundraising
acumen/ expertise to effectively target high net

worth individuals or corporates.

Many stakeholders refer to the absence of one -strong
unified voice which promotes the important role of

the charities sector and the critical role philanthropy
plays in funding these charities.

Awareness of Need

Cost and Benefit

This mechanism refers to material costs and

benefits associated with donating, defined as
otangi bl e monetary conse
donationbo6.

Charitable giving cost money and evidences shows
when the costs of a donation are lowered, giving
increases.

This is not only true for the absolute costs, which
can be lowered through fiscal incentives, but also
for the perception of the costs of a donation

The change in the tax regime post 2013 has removed
the benefit from the donor.

As a result and as illustrated, in the case of a donation
of 0250 the actual net
payer has increased by
paying tax at the 20% and 41% rate.

(Input a comment which links back to the revenue
data in terms of the numbers/ levels of donations)

cos
G450

an

Reputation

Reputation refers to the social consequences of
donations for the donor.

Giving is usually viewed as a positive thing within
society thus those who partake in charitable giving
are held in high regard by their peers.

Donors likely receive recognition and approval
from others. The converse may also be true, in
that not giving could damages ones reputation
among certain peer groups.

Unlike other jurisdictions where a strong cultural of
philanthropic activity exists and this activity is widely
recognised and celebrated, many Irish philanthropists
donate on an anonymous basis and outside the public
eye.

As was recently demonstrated following a significant
donation by one of Ilrelandds
philanthropists, what would be perceived by many as

a positive demonstration of philanthropy also

generated some adverse public reaction and media

attention.
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Values

Efficacy

Solicitation

The values endorsed by donors make charitable
giving more or less attractive to donors.

If personal values align with those of a charitable

organisation it increases the probability that a
donation to that particular organisation is made

A key issue for many charities is their ability to
successfully identify donors whose values, preferences
and objectives align with those of the charity.

Numerous examples were highlighted during our
consultations whereby a scattergun approach is
adopted by charities to target donors and
philanthropic foundations without a clear
understanding of their preference regarding the types
of charities and activities they wish to support.

There is a need for those within the charities sector to
adopt a more informed and strategic approach to the
targeting of donors.

Efficacy refers to the perception of donors that
their contribution will make a difference to a
particular cause.

If a donors feel that their contribution will not
make a difference, they are less likely to give or
leave a charitable bequest.

Philanthropy is strategic in its approach, unlike more
informal charitable giving.

The majority of large scale philanthropists employ a
thought-out strategic approach to their giving.

The goals of their philanthropy are clearly defined,
outcome orientated and measurement focussed.

Unless a charity can satisfy these goals, they are
unlikely to hold much appeal to philanthropists.

This refers simply to act of being solicited to
donate.

Actively soliciting contributions rather than
passively presenting an opportunity to give
increases the likelihood that people donate.

The effectiveness of the numerous forms of
solicitation most considered carefully in a given
situation. Mindlessly increasing the number of
appeals for donations will likely results in irritation
and consequently lower compliance rates.

Linked to the point regarding
commonly held view was 0i f

receiveo. Many charities appe
donations.

As one stakeholder to the rese
peopl e giveébecause they are a
to get better at askingd The s
onto say oOroughly speaking the

professional fund raising units around Ireland. The
number targeting HNWI is much smaller and there are
very few doing anything to solicit legacy gifts which
are a key element of philanthropy in other
jurisdictions.
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FACTORS AFFECTING PHILANTHROPIC & CHARITABLE GIVING
Mechani sms That Drive The I ndividual s Phil ant hropi

Psychological benefits

A Giving is shown to provide psychological benefits
for the donor.

A Individuals donate money to charities because they
care about the organi sat
donations effect beneficiaries.

Pure altruism generally means a gain for oneself is
not uppermost in the mind of a true altruist.
However in reality donor
altruistsé, that altruis

Charitable giving may co
self-image of being a socially responsible,
altruistic, empathic and even influential person.

as the receiver.

From the behaviour of donors we can infer that the
main care is not so much about the public benefits
generated but that private benefits or selective
incentives of charitable giving dominate altruistic
motives.

In many cases giving can generate an emotional
response producing a positive mood, alleviating
feelings of guilt, satisfying a desire to show
gratitude or to be a morally just person

While philanthropists highlight providing a benefit to
others as the main reason for giving in reality there
are other reasons at play.

The act of giving can provide both tangible and
intangible benefit to the giver. The philanthropist can
gain a positive feelings, have the perception that they
are leaving a lasting legacy, receive positive
recognition from their peer group .
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