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Philanthropy and Exemptions Unit

Personal and Retirement Income Division

The Treasury

Langton Crescent

PARKES ACT 2600

SUBMISSION IN RESPECT OF EXPOSURE DRAFT – ‘IN AUSTRALIA’ SPECIAL CONDITIONS FOR TAX CONCESSION ENTITIES 

BACKGROUND:

MAF International Asia Pacific (‘MAF-I’) has income tax exempt status and around half of its income is donated. It is a 60 year old faith-based charity which provides essential air services to remote and needy communities where aviation is critical for access to relief and development. MAF-I provides air services in indigenous communities in the Northern Territories, enabling health, education, community development and other critical support of those communities. MAF-I provides operational support and aircraft maintenance for aircraft owned by indigenous homelands councils. 

MAF-I also provides critical air transport in East Timor, partnering with the Ministry of Health in medical evacuations and health clinics and supporting humanitarian groups in development work. MAF-I also provides regional management oversight and technical support for MAF-I affiliates doing relief and development work in PNG and Bangladesh in relief and development projects with Australian Deductible Gift Recipient status.  In Australia MAF-I provides training for pilots and engineers for service in Australian and overseas.  

Every year, MAF-I makes hundreds of subsidised life-saving emergency flights in East Timor and Northern Territories and thousands of health, education and government workers depend on MAF-I’s services to fulfil their vital functions. 

IMPLICATIONS OF PROPOSED CHANGE:

If MAF-I were to lose its tax exempt status, all the charitable relief and development work it does itself and makes possible for others to do, would be jeopardised. This would not just negatively impact the support and development of tens of thousands of indigenous Australians and East Timorese, but 250 isolated communities in Papua New Guinea whose teachers use 4000 flights a year, health workers 4000, sick or injured needing 500 evacuations a year, and all development workers there who have literally no viable alternative for travel apart from MAF-I-supported services. 
Loss of tax exempt status would risk MAF-I’s viability and with that the jobs of 35 families in the Northern Territory, 35 families in Far North Queensland, 3 families in Victoria and I family in East Timor. 
Currently MAF-I receives funds from other Australian charitable organisations.  If our tax exemption was lost, then under the proposed legislation, theirs would be too. Such donors would then be likely to send money directly overseas which would mean that as well as there being inadequate funding available for us to continue, the Australian government would have less knowledge of and confidence in the appropriate use of such funds.
OBSERVATIONS:

The proposed legislation appears to be in conflict with the existing Overseas Aid Gift Deduction Scheme (‘OAGDS’) in which the Australian Government has assessed and allowed tax deductibility to overseas aid funds when their relief and development projects are in a country and for a purpose which is assessed by the AusAID to be beneficial.  Historically, the Australian government has understood that the development of certain countries, particularly its under-developed immediate neighbours, is of benefit, not just to those countries, but to the Australian community. MAF shares the view that assisting development which has direct impact on stability and security in the Asia Pacific region, is broadly in the interests of the Australian community. We therefore believe the ‘in Australia’ tax exemption condition is not in the interests of the Australian community.

To the extent the draft change is motivated by a desire to avoid harmful use of funds by tax exempt entities, MAF believes the extensive project evaluation and accountability processes in the OAGDS provides adequate safeguards for the use of tax deductible donations overseas, and the introduction of a Charities and Not-For-Profits Commission (‘ACNC’) will provide additional safeguards. 

It is concerning that the proposed change would move Australia even further away from the stance taken by countries such as the UK, US and NZ, where tax deductibility is more broadly available and donations can be used overseas. It would also appear to move away from the recommendation of the Productivity Commission review that deductible gift recipient status be expanded to all endorsed charitable institutions. Not only does the Australian government not allow tax deductibility on gifts to most charities and religious organisations, but it now proposes taxing organisations who receive gifts that have already been taxed when they are used for charitable purposes overseas. Such double taxation would be unfair and a further undesirable move away from other governments’ policy and what was recommended by the Productivity Commission.

RECOMMENDATIONS: 
MAF-I respectfully recommends that:

a) The draft conditions for Tax Concession Entities be amended such that tax exemption is retained by organisations who use funds overseas in programs which meet the conditions of the OAGDS or who are endorsed as ‘charitable’ by the ACNC; and 

b) Deductible Gift Recipient status is made available for donations to all organisations which are determined by the ACNC to be charitable, such determination being in line with the UK Charities Commission prerequisites.

Yours faithfully

Bill Harding

Joint CEO 

MAF International Asia Pacific

Pg 2


















Sharing God’s love through aviation and technology
MAF International Asia Pacific is a registered charity and is a member of Mission Aviation Fellowship International


