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RemitAidm

Remittance Tax Relief for

International Development

MINISTERIAL DECLARATION

“We, Ministers and Heads of delegations of the Least Developed
Countries (LDCs), having met on 9 and 10 February 2006 in
Cotonou, at the Ministerial Conference of the Least Developed
Countries on Migrants’ Remittances;

Urge Governments of host countries to consider introducing
tax relief for remittances similar to tax incentives provided
for investment funds and charitable donations”

[Resolution proposed by Gibril Faal - RemitAid / AFFORD]
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RemitAid™ in Brief

Proposal for tax relief on remittances spent on international development

Proposal for UK government to introduce RemitAid™ on terms similar to tax relief schemes such as
Gift Aid, Venture Capital Trust (VCT) and Enterprise Investment Scheme (EIS) as a tax incentive
for remittances to be spent on development and productive ventures and schemes in LDCs

The main difference from other tax incentive schemes is that the tax rebate is pooled together
instead of being returned directly to the individual remitter

ldea emerged out of: experience of working on social enterprise, regeneration and enterprise
development; looking at how the tax regime supports economic development strategies; assessing
the shortcomings of remittances to LDCs

|dea already raised with HM Treasury and this presentation/session is part of the initial consultation
process/exercise

Some Reasons why Remittance Tax Relief (RTR) is Needed

Create parity with tax benefits available for charitable donations
Opportunity to pool migrant and diaspora resources and create new development funds
Directing remittances to ‘productive’ ventures away from non-regenerative ‘consumption’

Virtuous circle of ‘productive investment’ leading to more ‘development funds’ being available for
further economic and community development in LDCs

Extend tax incentives to ordinary low income remitters who do not have investment portfolios that
are eligible for tax relief

Opportunity to channel more remittances through transparent and efficient formal money transfer
structures as the financial regulatory regime tightens up in OECD countries post 9/11

Some Consultation Questions

Who shall be responsible for the governance of the RemitAid™ bodies?

How shall the funds be used / what projects are to be funded?

How shall people be encouraged to use accredited money transfer agencies?
Why should individuals not claim back the tax rebate for themselves?

In which countries would the scheme operate?

What are the chances of getting this idea to work / to happen?

WHAT OTHER QUESTIONS DO YOU HAVE?
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Proposed Operating Framework for the Remittance Tax Relief System

Tax Paying Remitters in Host Countries

(e.g. Diasporans, professional expatriates, migrant workers, refugees, short-term residents and some students)

In the UK for example, for 2006/07, the basic rate
of income tax is 22% for income between
£2,151 - £33,300. Income over £33,300
attracts a higher income tax rate of 40%

Disposable Income Income Tax
(take home pay for workers - after tax, (collected by national tax authority;
national insurance and other deductions) rebate claimed by RemitAid™ Agency)

Disposable income is used for living and other
expenses, and for remittances to developing countries
(using formally registered money transfer agencies)

RemitAid™ Accredited Money Transfer Agencies in Host Countries
(i.e. banks, multi-national and independent money transfer agencies,
bureaux de change, telephone and internet transfer services etc;
potentially all types of transfer services formally registered in host countries)

Remittances are sent to developing countries for education,
health, micro-enterprise and other poverty reduction and
community development activities - in line with
Millennium Development Goals (MDG) and charitable objectives

RemitAid™ Recognised Recipients (RRR) in Developing Countries
(i.e. developing country registered entities such as: schools; community
development groups; health clinics& insurance schemes; enterprise support &
investment schemes; charities; environmental schemes, social enterprises efc.)

Money transfer agencies shall share with the RemitAid™ Agency
the verified evidence of transfers & receipts of remittances to
‘RemitAid™ Recognised Recipients (RRR),
which is presented to tax authorities to validate rebate claims

RemitAid™ Agency
(i.e. a professional agency responsible for: claiming remittance tax relief [RTR]
rebate from national tax authorities in host countries; stimulating increase in use
of formal money transfer agencies; stimulating increase in MDG-related
remittances; maximising the amount of RTR claimed from tax authorities in host
countries; ensuring RemitAid™ accreditation of money transfer agencies;
and minimise the cost of running the RemitAid™ Agency)

I For the purposes of accountability and professional
| specialism, the RemitAid™ Agency shall claim the RTR
v and a separate body shall receive & manage the RTR funds

RemitAid™ Development Fund
(i.e. a professional fund management and disbursement body responsible for:
receiving, pooling and managing remittance tax relief [RTR] claimed from tax
authorities in host countries; ethically investing bulk of the funds so as to
generate regular income and long term financial assets; disbursing grants
and loans for structural, productive, regenerative, enterprise, community
and other development & Diaspora ventures and schemes;
and minimise the cost of running the RemitAid™ Development Fund)
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