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Australian Federation of University Women Inc.

PO Box 224, Enmore NSW 2042

http://www.afuw.org
2 April 2007

The Hon Peter Costello M.P.

Treasurer

PO Box 6022
House of Representatives
Parliament House
Canberra ACT 2600
Dear Mr Costello

RE: Tax deductibility for Donations to Scholarship Funds

The purpose of my letter is to draw your attention to a serious anomaly in the recent changes to the Income Tax Assessment Act, which will affect the capacity of organizations such as the Australian Federation of University Women (AFUW) to raise funds for scholarships for Masters and Doctoral students.  We are appealing to you, in your capacity as Treasurer, to ask Treasury to effect the removal of this anomaly from the Act.  

AFUW has been presenting scholarships to students since the early 1930s – mostly to postgraduate students, with some to secondary students and undergraduates.  In 2005-6, scholarships and prizes to the value of over $400,000 were offered by the national federation and the state and territory associations.  The funds for these awards come from the donations, fund-raising activities and generous bequests of members past and present.  These donations have not been tax-deductible, so we were delighted to learn that in June 2006 that the government had legislated changes to the Taxation Act to allow a Scholarship Fund to apply for status as a Donor Gift Recipient, provided certain requirements were met.

These requirements are set out on the Australian Tax office website, but it was only when the NSW Association applied to the ATO for Donor Gift Recipient status and was rejected, that we discovered that scholarship funds supporting scholarships for masters and doctoral courses were not eligible. However, scholarship funds supporting scholarships for undergraduate and other tertiary courses are eligible. 

The reason for this exclusion lies in Section 30-37 of the Income Tax Assessment Act, which requires the scholarship to promote the recipient's education in a tertiary course, 
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as defined in the GST legislation.   "Tertiary courses" for this purpose are defined under 

Schedule 2 of the 2002 determination, and this excludes masters and doctoral courses.   

 

Masters and doctoral courses are however GST free, because they fit the definition of an "education course" under the GST Act.  An "education course" is thus different from a "tertiary course", even though both are GST free for the purposes of the Income Tax Assessment Act.

There is no apparent reason why scholarship funds for ‘education courses’ as defined in the GST legislation should not have been included in the criteria for eligibility for tax deductibility in the Income Tax Assessment Act.

From its experience over the years in giving scholarships, AFUW has become aware of the considerable needs of students for supplementary funds to enable them to devote their full energies to their studies.  We have found this is particularly true of women students with family responsibilities at the postgraduate level.   Many of our members are keen to donate to our scholarship funds and the various state committees are considering fund-raising activities, but the limitations on tax deductibility inhibit further activity. 

We would welcome your comment on this issue and will keep you informed of any developments,

Yours Sincerely 

(Dr Jennifer Strauss)

 Cc:  The Hon Julie Bishop M.P Minister for Education, Science and Training

         Wayne Swan MP  Shadow Treasurer

          Stephen Smith MP Shadow Minister for Education and Training

