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EXECUTIVE SUMMARY

Prospect Community Child Care Centre, a non‑profit, community‑based child care centre wishes to comment on the existing definition of charities and related organisations used in Australia.

Non‑profit child care centres are currently unable to register as charities, despite appearing to fit the existing definition, and are instead classified as community service not‑for‑profit organisations.
Prospect Community Child Care Centre wishes to submit that non‑profit child care centres fit the existing definition of a charity as they are organisations that are conducted on a not‑for‑profit basis and are established to benefit the community, or some section of it through:

•
the relief of poverty or sickness or the needs of the young or the aged

• 
the advancement of education, and/or

• 
other purposes beneficial to the community."

The Centre submits that the service it offers is very similar to that offered by preschools and kindergartens (which register as charities under the educational head of the definition), and that the community benefit which the Centre provides is very similar to that provided by neighbourhood centres, migrant resource centres and community radio stations (which register as charities under the 'other purposes beneficial to the community' head).

The Centre believes it is an anomaly that non‑profit child care centres have been excluded by the Australian Taxation Office from registering as charities and is currently pursuing this matter through the office of Senator Alan Ferguson, Senator for South Australia, who has requested a review of a Private Ruling on this topic.

While Prospect Community Child Care Centre understands that the Charity Definition Inquiry will not be examining the taxation o charities and non‑profit bodies, it should be pointed out that the decision of the A TO to exclude non‑profit child care centres from the definition of a charity, despite appearing to clearly come under at least one head of the current definition, has had a significant and negative effect on non‑profit child care centres since the introduction of the GST
We hope that the current anomaly, which results in similar types of organisations being treated quite differently, will be rectified and that non‑profit child care centres like ours will be able to raise funds and undertake other functions in the future without fear of losing valuable funds to taxation as a result of being artificially excluded from the definition of a charity.

To the extent that the existing definition of a charity is unclear, we believe that steps should be taken, through legislation if necessary, to ensure that non‑profit child care centres are clearly defined and included as charitable organisations.
BACKGROUND

Prospect Community Child Care Centre, located on the grounds of Prospect Primary School in Adelaide's inner northern suburbs, is a non‑profit, income tax exempt child care centre run by a Management Committee comprising the Director, staff, parents, and a representative from Prospect Primary School.

The Centre provides day care for a maximum of 55 children per day. About 100 ‑families per week use our day care service. The approximate waiting time for a full​time place is three months.

The Centre also runs the Out of Schools Hours Care Service (OSHC) at the Prospect Primary School, which caters for maximum of 60 children aged 5‑12 per day. This service is extremely popular with approximately 100 families utilising the service each week, and waiting lists for some sessions.

Prospect Community Child Care Centre is dependent on grants and fees to cover its running costs. In addition, profits from fundraising are used to purchase essential educational equipment such as books, craft materials, games and toys.

The Centre's annual revenue is over $ 100,000 and we were therefore required to register for the GST from July 2000. The major impact of this change is that GST must now be paid on fundraising, reducing the amount available to spend on educational equipment by up to ten per cent.

Prospect Community Child Care Centre contacted Senator Alan Ferguson, Senator for South Australia, with regard to this issue in early 2000, seeking advice about whether the Centre would be able to register as a charity. As a result of this, Senator Ferguson requested a Private Ruling from the Australian Taxation Office on our behalf.

We understand that Senator Ferguson subsequently received a ruling that non‑profit, income tax exempt child care centres cannot register as charities, and that has applied to have the decision in this matter reviewed under the Taxpayers' Charter. At the time of writing, the ATO is still considering the matter.

REASONS FOR MAKING A SUBMISSION TO THE CHARITIES DEFINITION INQUIRY

While Prospect Community Child Care Centre understands that the Charities Definition Inquiry will not be examining the taxation of charities and non‑profit bodies, it should be pointed out that the decision of the A TO to exclude non‑profit child care centres from the definition of a charity, despite appearing to clearly come under at least one head of the current definition, has had a significant and negative effect on non‑profit child care centres since the introduction of the GST
The exclusion of non‑profit child care centres from the definition of a charity clearly disadvantages Prospect Community Child Care Centre, particularly as compared to a kindergarten or preschool, which offers a very similar service to young children but does not pay GST on fundraising and also receives other concessions not available to non‑profit child care centres.
We hope that the current anomaly, which results in similar types of organisations being treated quite differently, will be rectified and that non‑profit child care centres like ours will be able to raise funds and undertake other functions in the future without fear of losing valuable funds to taxation as a result of being artificially excluded from the definition of a charity.

DEFINITION OF A CHARITY

The Australian Taxation Office booklet Charitable, Religious and Non‑Profit Organisations (page 23), defines a charity as follows:

"Organisations will be charitable if they are conducted on a not‑for‑profit basis and are established to benefit the community, or some section of it through:

0
the relief of poverty or sickness or the needs of the young or the aged

0
the advancement of education

0
the advancement of religion

9
other purposes beneficial to the community."

Having considered this definition carefully, the Prospect Community Child Care Centre believes that non‑profit child care centres should be able to register as charities under either or all of the following three existing heads of the definition:

(1) Needs of the young

In the absence of any other explanation of what constitutes a not‑for‑profit organisation "established to benefit ... the needs of the young", a non‑profit child care centre appears, prima facie, to fit this definition.

(2) Educational institutions

It can also be argued strongly that a non‑profit child care centre fits the definition of a not‑for‑profit organisation established to benefit the community through 'the advancement of education'.

While child care centres have not traditionally been regarded as educational institutions, today's childcare centres clearly play a major role in early childhood education, particularly for the large number of children of working parents who attend child care centres instead of kindergartens and preschools.
It would appear to us to be inconsistent and nonsensical to argue that an educational program run by a child care centre for four and five year old children who would otherwise be attending a kindergarten or preschool is not, in fact, considered to be 'educational' for the purposes of being defined as a charity.

This is particularly so as Prospect Community Child Care Centre is required to offer Individualised education programs for all children attending the Centre In order to participate in the Federal Government's accreditation program (the Quality, Improvement and Accreditation System).

As a result, each child who attends the Centre is individually assessed and has specific activities planned for them. Staff observe each child regularly, concentrating on the five 'domains of childhood development': cognitive, language, social and emotional development, and fine and gross motor skills.

Activities are planned according to individual needs. For instance, language activities may be planned for a child delayed in this area or, alternatively, a child with extraordinary language skills can be extended.

Aims and objectives are developed for each activity, and the activity is evaluated after completion. Staff prepare charts for all children to record progress so that parents can see exactly where their child is according to their age and stage of development.

Programs such as Kindergyrn, Creative Dance and the Kindergarten program, as well as excursions, are also included to compliment our programming.

The Centre has four qualified staff members who hold Child Care Diplomas or Certificates (depending on which institute they attended). Two relief staff also hold Child Care Diplomas. All other staff are Level 3 child care workers. These staff must have skills in program planning for children.

Prospect Community Child Care Centre is prepared to argue strongly that the entire focus of their programming, for all children aged zero to five, is highly educational and that child care centres, as a whole, are gradually taking the place of the traditional kindergarten or preschool for many children.

(3) Othe rpurposes beneficial to the community

While Prospect Community Child Care Centre believes wholeheartedly that non​profit childcare centres are established for 'the advancement of education', in the event that this is not accepted to be the case, we feel that non‑profit child care centres are definitely not‑for‑profit organisations established for 'other purposes beneficial to the community'.

Non‑profit child care centres clearly provide a benefit to the whole community within which they are located, as well as to members of the wider community who travel from outside localities to use its facilities.

Non‑profit child care centres provide benefits to working parents ‑‑ principally working mothers who would not be able to return to work without the provision of quality, affordable child care ‑‑ as well as to parents who are studying, looking for work, or who require respite care.

Non‑profit child care centres also provide stimulating, educational experiences for all the children who attend, allowing them to learn important socialisation skills and preparing them for attendance at other educational institutions, including for those who go directly from child care to the first year of school. Children who are referred by State and Commonwealth agencies for respite care, including those identified as 'at risk', also benefit greatly through the provision of quality care, nutritional food and the provision of a social and educational environment that may not exist at home.

Being a non‑profit child care centre, we rely on our community of parents to help run the Centre effectively. We currently have a full committee of very enthusiastic parents who willingly give up their precious spare time to attend committee meetings, volunteer for one‑off activities and events, and assist with fundraising.
Prospect Community Child Care Centre is also linked to the wider community through the provision the Out of Schools Hours Care Service (OSHC) at the Prospect Primary School, and an immunisation service run by the Prospect City Council.

The benefit to the community is the provision of affordable, high‑quality child care and after school care that is run by the community and for the community, in the same manner that a neighbourhood centre also provides non‑profit services for children, such as playgroups, creches and immunisation clinics.

Prospect Community Child Care Centre simply cannot understand the distinction between neighbourhood centres and non‑profit child care centres, such that a neighbourhood centre is a charity that benefits the community but a non‑profit child care centre is not.

CONCLUSION

Prospect Community Child Care Centre is very disappointed and concerned that the GST is having a negative effect on the Centre's ability to purchase educational equipment for young children purely because it cannot be registered as a charity.

We believe very strongly that there is no logical reason why non‑profit child care centres should not be able to register as charities under the current definition.

It is our submission that it is inconsistent for non‑profit child care centres to be denied registration as charities when other similar organisations, such as kindergartens, preschools and community centres, are defined as charities.

To the extent that the existing definition of a charity is unclear, we believe that steps should be taken, through legislation if necessarily, to ensure that non‑profit child care centres are clearly defined and included as charitable organisations.
Thank you for considering our submission.
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