CIPFA VAT Committee
Notification of Technical Query to HMRC
	Subject

	Adoption Support Fund 

	Author(s)

	Simon Mulliner


	Type of authority affected

	County and unitary councils


	Description of the issue 
· Who is involved, ie supplier, recipient or third party
· What is being supplied, ie the type of goods or services
· Why the supply is taking place and why each party is involved
· When the supply is due to take place
· Where the supply is due to take place

	This query is submitted to confirm the ownership of Adoption Support Fund (ASF) monies and the right (or otherwise) of local authorities to be able to claim VAT on expenditure using ASF awards. 
The ASF provides funds to LAs and regional adoption agencies to pay for essential therapeutic services for eligible adoptive and special guardianship order families.
Access to the ASF requires an assessment by the LA of an adopted child. The LA then makes an application to the Fund on behalf of the individual for a funding award. Due to demand there is a £5,000 access limit per child. The LA can make a case for exceptional higher funding but must match fund this.


	Impact and extent of the issue

	Available funding for 2018/19 was £37 million (per Adoption UK website). Though much of this might be spent on exempt services, a proportion of this is being spent on standard rated supplies.


	Government department sponsoring the initiative, if any

	Department for Education

	Funding
Cover what payments are involved, who the funds belong to and who is making and receiving payment.  Also explain how the funds are viewed, ie grant, donation, gift or consideration etc

	Funding is applied for by LAs to the ASF for an individual after assessment and is a grant. (for ownership issue see tax analysis)


	Legal powers used or relied upon

	Adoption and Children Act 2002 (Section 2)
The Adoption Support Services Regulations 2005 (Regulation 3)


	Current VAT treatment

	N/A

	References in HMRC publications, including websites if any

	https://www.gov.uk/guidance/adoption-support-fund-asf


	Tax analysis 
Include reason for change and alternative liability proposed

	The grants are made available to fund therapeutic services not previously provided by local authorities. Per the GOV.uk website however, the ASF model of adoption support is based on the existing statutory framework for the assessment of adoption support and the provision of support services. 
Under the Adoption and Children Act 2002, LAs must provide adoption support services which include counselling, advice and information together with any other services prescribed by the Adoption Support Services Regulations (Section 2 para 6). The 2005 regulations include the following within the definition of adoption support services
· Services in relation to the therapeutic needs of an adoptive child
· Assistance for the purpose of ensuring the continuance of the relationship between an adoptive child and his adoptive parents (including training and respite care).
Although funding is applied for on an individual basis, the responsibilities of a local authority under the Act and Regulations are sufficiently widely drawn to encompass the therapeutic services provided to families which the ASF is intended to support. The grant funding should therefore be regarded as awarded to the local authority for the purposes of assisting in the fulfilment of its responsibilities, with the consequent right to VAT recovery on expenditure (subject to the other conditions for VAT recovery being met). 


	References in tax legislation supporting change

	See above

	Other supporting evidence

	


	Date
	5 June 2019


