2 August 2011

Manager

Philanthropy and Exemptions Unit

Personal and Retirement Income Division

The Treasury

Langton Crescent

PARKES ACT 2600

Re: Exposure Draft - 'In Australia' Special Conditions

for Tax Concession Entities
Please find attached a submission in response to the Exposure Draft.  The proposed legislation as it stands removes tax exemption from[image: image1.png]


 institutions currently prescribed under sec 50-50(d) of the Income Tax Assessment Act 1997.  As there is no discussion of this change in the explanation accompanying the Exposure Draft, Mission Partners assumes that its removal is an oversight.  Mission Partners calls for the reinstatement of this provision.

Yours sincerely,

Kevin Murray

National Director

Australian Presbyterian World Mission

Submission

Exposure Draft - 'In Australia' Special Conditions for Tax Concession Entities
Australian Presbyterian World Mission – operating under the name ‘Mission Partners’ is the world mission arm of the Presbyterian Church of Australia.  Its ABN is 78 646 839 500.  It has a single office in Sydney.  

Its main activity is (1) working through partner denominations in other countries (through the placement of Australian staff and also through direct grants) and (2) serving indigenous people within Australia. 

We are concerned that we may be adversely affected by the Exposure Draft. At this stage the impact of the proposed legislation upon our operations both within Australia and overseas in humanitarian and development work is unclear. As an example of our work, it is the presence of our staff that makes it possible for the Talua Ministry Training Centre in Vanuatu, to offer the only externally accredited degree level course in Vanuatu thus raising the standard of education.

Mission Partners is a member of The Australian Evangelical Alliance (Missions Interlink) which is one of the prescribed institutions listed under Income Tax Assessment Regulations 1997, Regulation 50.50.02.

Mission Partners is concerned that the Exposure Draft as it stands appears to remove the exemption from income tax that Mission Partners (and, we believe, many other religious and charitable institutions) currently enjoys.  The proposed sec 50-51(3)(b) appears to carry over the possibility of exemption for institutions located outside Australia currently available through the regulations of the current sec 50-50(c) of the Income Tax Assessment Act 1997 (the Act) but there is no corresponding carryover of the current sec 50-50(d) of the Act which provides for the prescribing of Australian institutions.  

Similarly, sections 1.85-1.87 of the explanation accompanying the Exposure Draft discusses how overseas institutions may be prescribed under certain conditions and thus appears to relate to sec 50-50(c) of the Act but the discussion does not appear to recognize the existence of sec. 50-50(d) of the Act which provides for the prescription of Australian entities.

Loss of income tax exemption will significantly impact the operations of Mission Partners.  There would obviously be an increase in the administrative burden which would leave less money available for Mission Partner’s activities.  This could be significant for a small institution such as Mission Partners which currently has an office staff equivalent to less than two full-time persons.  There may also be a direct reduction in Mission Partners’ funds depending on the impact of income tax assessment of a not-for-profit company.  While in the long run we will not make a profit there could be timing differences between accounting and tax calculations of profit which will result in profits being attributed to Mission Partners in some years.  The resulting taxation could be quite disruptive to the cash flow of Mission Partners.  But as yet we have not been able to receive advice on this.

We assume that the absence of the carry-over of sec 50-50(d) is an oversight on behalf of the drafters of the Exposure Draft. If there were a deliberate intention to remove the exemption currently enjoyed by the Australian institutions under Regulation 50.50.02, we believe the explanation accompanying the Exposure Draft would have raised this and presented the rationale for the change (as it has for the other changes proposed).

We therefore call for the Exposure Draft to be adjusted by adding in (logically at sec 50-51(3)(c)) the facility for Australian institutions to be prescribed in the regulations.  We further call for Regulation 50.50.02 to be carried over to the new regime (requiring an amendment to the regulation so that it refers to the new section of the Act, rather than sec 50-50(d)).  

If the intention is to remove the exemption, please let us know in time that we may make a more comprehensive submission giving reasons why the exemption should remain.  It would be helpful if the ATO could also give its reasons for removing the exemption so that we may engage 
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