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Submission to the Prime Minister's Inquiry into the Definition of Charities and Related Organisations

From

the Hills Community Toy Library Inc

made by

P.F. Coulter, Treasurer & Public Officer

24 December 2000

The primary purpose of this submission is to direct your attention to the need to give priority to the characteristics of organisations seeking tax deductible status rather than the narrow class definitions in current tax law and which the tax office seems to interpret narrowly at present. If an organisation shows these characteristics it should matter less what the organisation is actually called.

This submission arises from a claim being pursued by the Hills Community Toy Library (HCTL) for Deductible Gift Recipient (DGR) status which has been refused by the Tax Office. The claim and the way in which the tax office has assessed it are provided as an illustration of the need to place much greater emphasis on characteristics than class definitions or names of organisations. The HCTL shows all the characteristics required of libraries and collections as spelt out in decisions of the tax office and in appeals. The grounds for the refusal are based on the Macquarie definition of a library. This definition confines itself to books, films and computer material but does not extend to toys. As you will see from our submission to the tax office below, it is the contention of the HCTL that, for the age range 0-7 years, toys fill the same educational and entertainment niche as books and other materials do for older children and adults. We argue that if, at assessment, emphasis was placed on the characteristics of an organisation rather than narrow dictionary definitions, then the application of the tax deductible provisions of the Tax Act would become fairer, more transparent and easier to administer.

To further underscore the narrowness of the use of the Macquarie Dictionary definition in our particular case it is worth noting the remarks of the great classifier of books, Dewey himself:

"Libraries are rapidly accepting the doctrine for which we have contended for many years, that what we call books have no exclusive rights in a library.  The "library" has lost its etymologic meaning and means not a collection of books, but the central agency for disseminating information, innocent recreation, or, best of all, inspiration among the people.  Whenever this can be done better, more quickly, or cheaply by a picture than a book, the picture is entitled to a place on the shelves and in the catalog."

· Melville Dewey, 1906

(Quoted from: Driessen, Karen C. and Smyth, Shelia A. 1995, A Library Manager's Guide to the Physical Processing of Nonprint Materials, Greenwood Press, Conn.) 

It is our contention that while library and toy library provide one example of the use of category definition rather than characteristics in the assessment of DGR status, it is very unlikely that this is the only case and we are therefore urging that the priority be reversed. 

Some of the characteristics which are already included in assessment but on which greater weight should be placed are:

· Not for profit

· Appropriately and legally constituted

· Serving the whole public or a substantial and recognisable section of the whole without discrimination

· Serving a recognisable public interest such as : 

· education, 

· environment/conservation, 

· disability, 

· health

· etc

Following is a copy of the most recent letter/submission to the tax office from the HTLC Inc with several pages from the Toy Library Handbook attached. As the letter explains these were attached to the letter as sent to the tax office. For the same reason I have included a small section of the HCTL computer database. This material sets out the arguments very clearly and there seems little point in rewriting it.

These were the reasons given for refusal, sent in a letter dated 10 November 2000:

"In the application you indicated that you were applying for endorsement on the basis that you were a Public Library under Section 30-100 Table 12.1.2

It is considered that you do not meet the criteria for a Public Library under the said section for the following reasons:

1. Whereas the collection of toys held by the organisation does serve an educational purpose for children aged 0-7 years, the collection does not fall within a category that in the 'ordinary or natural' sense is considered a library collection.

2. Whereas the toys do assist in the development of certain learning skills in young children, they cannot be said to fulfil the purposes of 'reading, study or reference' which are considered to be essential functions of a library."

One further factor which may or may not weigh in your consideration is the oft-repeated statements by the Prime Minister that he expects business to play its part in supporting community organisations, and not leave the task entirely to government. One of the matters which clearly enters the calculus of business' contemplating donating to community organisations is the matter of the tax deductibility of their intended donation. If government wishes to encourage business involvement there is no better way to do this than to provide tax relief to those businesses that do donate. In this way, the support of community organisations does truly become a shared task and a joint responsibility. While the reduction of company tax makes such donations less profitable for business, it makes the extension of tax deductibility more attractive to government.

It is our contention that a higher priority given to the characteristics of a community organisation rather than to its name or its narrowly defined class would allow the inclusion of organisations such as the HCTL within the DGR classification without any fundamental change in tax law. However, the philosophy of greater corporate involvement in charity, evidently supported by the present Federal Government gives added weight to the claim of organisations like the HCTL, even if the satisfaction of that claim does require some amendment to tax law.

I would be happy to speak further to this brief submission if that is considered desirable.


27/10/2000

Mr Howard Duckworth, Small Business Law Interpretation

Australian Taxation Office

GPO Box 531

Adelaide   5001

Dear Mr Duckworth,

Further to our many phone conversations re an application for tax deductibility for the Hills Community Toy Library I have now read and considered the material that you sent together with advice from the Management Committee and especially from the officer whose job it has been to make grant applications.

It seems to me that the library does satisfy the criteria under which libraries, museums and art galleries are classified. Perhaps like me, when I first heard of the Toy Library, you have an image of such a library as a place of trivial play. This is not the case and I ask that you consider the following together with the attachments of:

a) The Hills Community Toy Library Constitution.

b) A chapter from the Toy Library Handbook dealing with cataloguing and which expands on the educational criteria used for this cataloguing.

c) A small part of the Hills Community Toy Library computer database of items showing these criteria in practice.

Under Division 30 of the Income Tax Assessment Act 1997, public library, public museum and public art gallery are dealt with together. The ruling TR 2000/10 covers the criteria by which these institutions collectively are to be assessed with respect to tax deductibility of gifts. The three types of institutions share common characteristics and it is these characteristics that determine their tax-deductible status. It is against these characteristics that the Hills Community Toy Library should be assessed.

1. All three must be collections. The Hills Community Toy Library (HCTL) is such a collection of approximately 1000 toys.

2. The collection must be available to the public or a section of the public. A subscription may be involved. The HCTL collection is available to any member of the public with young children on payment of an annual fee. The HCTL is a not-for-profit organisation run by a management committee elected each year from among its members, ie those who have paid the annual fee. All members may borrow toys for use by their children.

3. It is constituted as a library, other people recognise it as such and it conducts itself in ways that are consistent with such a character.

While it appears that the Office has used the Macquarie Dictionary definition of 'library' and the word derives from the Latin 'liber', a book, in common usage the word library has come to mean a collection that is available for study or borrowing of a wider variety of material, for example a film library. It is the common meaning to which the Office draws our attention. 

The Australian Concise Oxford Dictionary provides the following definition:

(2) a collection of books for the use by the public or by some class of persons; similar collection of films, records, computer routines, etc.; public institution charged with care of such collection.

Under 'Explanations' the Office seems to accept this in that it says '…a collection of manuscripts, publications, and other material for reading, study, or reference' (emphasis added).

4. It is an institution. See copy of the Constitution of the HCTL provided.

5. The HCTL is in Australia and is totally run by and for Australians.

6. The HCTL has a public responsibility under its Constitution.

The Office '[does] not specify what items can form the collections of libraries, museums and art galleries.' (emphasis added) And 'Making their collections available for use is a distinguishing feature of libraries, museums and art galleries. The modes of use include lending, display, and making available for reading (including over the Internet), and vary with the sort of institution and its particular purpose.'

The HCTL is housed in a building specifically used for this purpose and its collection satisfies these criteria. 

It seems likely that the fact that the collection is a collection of toys for borrowing rather than children's books and that the institution is called a Toy Library may give a misleading impression of the nature and function of the collection and its use by its members.

The toys forming the collection are for children aged 0 - 7 years. Most of these children have not yet begun to read. The toys in the toy library are bought, catalogued and borrowed according to their educational value for this age and stage of development of the child. Toys, selected on these criteria, are to a pre-reading child, what books are to an older child. For children of reading age the toys collected in the toy library continue to serve an educational value, specifically helping with numeracy, literacy, science, music etc and the toys are catalogued so that the specific needs and age of a child are catered for.

As you will see from the Toy Library Handbook the system of cataloguing toys is exactly analogous to the Dewey Classification used for books in book libraries. It is a decimal system called the Torrens Classification and its classes are defined around the particular educational role and purpose of the toy.

It may help in the assessment of this application to read Chapter 6, 'Cataloguing and processing in toy libraries' from the Toy Library Handbook written by The Toy Libraries Association of South Australia Inc and published by the Publications Branch of the Education Department of South Australia 1980.

A practical example of this Torrens classification is provided by a small part of the computer listings of the HCTL database.

Most Toy Libraries throughout Australia are run by Education and/or Kindergarten Departments or by Local Government. The issue of tax deductibility has probably never arisen before. The HCTL is unusual in being run entirely by volunteers, its funding coming from membership subscriptions, grants and donations. It is in the latter two categories that we find that tax deductibility is necessary. Many donors and some granting bodies will not contribute to organisations such as ours without tax deductibility. On the other hand, in the current year we have been supported by grants from the Premier's Community Fund and Community Benefit SA.

I believe that if all preconceptions regarding the word 'toy' are set aside and the HCTL is assessed on the criteria set out in the ruling that you were good enough to provide, you will find that all these criteria are met both in the spirit and in the letter of the ruling.

Yours sincerely,

Phyllis F. Coulter

Treasurer and Public Officer, Hills Community Toy Library

ABN 22 030 580 836

Home contact: Phone/Fax 8388 2153, Email: coulters@camtech.net.au 

Tax deduct application.doc
b/Code
Toy Name
Maker
Educational Description

1
CREATE A PICTURE
RAVENSBURGER
LANGUAGE DEVELOPMENT     IMAGINATION

3
TRAFFIC SIGNS
JANEK TOYS
SOCIO DRAMATIC ADJUNCTS    SOCIAL STUDIES

16
TEACHATOT C.1
MURFETT
READING                                           PUZZLE

18
NUMBER COLOUR DOMINOES
SPEARS
MATHEMATICAL MATERIAL     PERCEPTUAL   NUMBER CONCEPTS

20
HAND MAGNIFIER C.3
COMBINED OPTICAL INDUSTRIES
SCIENCE                                   DISCOVERY

21
LG BRIO RAILWAY C.1
BRIO
MOTOR                                             DRAMATIC PLAY

33
S0LDIER MARCHING CONSTUME

DRAMATIC PLAY

95
ALPHABET JIGSAW C.1
JIGSAW PRODUCTS
PRE-READING      PERCEPTUAL MOTOR    HAND/EYE COORDINATION

105
AQUAPLAY
AQUA TOYS SWEDEN
DISCOVERY                          IMAGINATIVE PLAY

113
SPELLMASTER
SPEARS
READING                                           SPELLING

128
ACTIVITY POTS AND PANS
FISHER PRICE
VISUAL & AUDITORY STIMULATION           HAND/EYE COORDINATION

138
RINGO & BELL
AUSTRALIA TETRATORYS
SENSORY MOTOR

240
ORANGE GROVE ABACUS
DORON LAYELED
MATHS                                             NUMBER CONCEPTS

302
MY FAVOURITE NURSERY RHYMES
ABC RECORDS
MUSIC - SONGS        LISTENING                                 LANGUAGE

725
BASEBALL SET
LITTLE TIKES
MOTOR SKILLS

T/Classification
No of Pieces
Price
Date Bought
Long Description

61.0001.01.01 P
120
$27.80
1/05/1989
120 CARDBOARD TILES WITH PICTURE PORTIONS;

62.0001.01.01 P
28
$28.80
1/06/1980
28 ASSORTED TRAFFIC SIGNS MEASURING 145MM HIGH, BASE 40MM SQUARE, DOWELLING 12MM DIAM., SIGN 60X60MM;

63.0003.01.01 P
96
$10.25
1/04/1987
35 PICTURES;61 WORDS;

64.0001.01.02 P
27
$24.00
1/02/2000
27 PL DOMINOES 42X22X9 MM, COLOUR CODED DOTS 1-6;

65.0001.01.03 P
1
$20.00
1/02/2000
1 PL HAND HELD MAGNIFYING GLASS;

84.0011.01.01 P
38
$25.00
1/06/1998
1 BLA ENGINE;3 CARRIAGES (RE, YE, GR);1 BRIDGE;1 STATION HOUSE;2 CROSSOVERS; 4 LONG STR TRACKS;6 SHORT STR TRACKS;16 CURVED TRACKS;2 JOINERS (1 LONG, 1 SHORT);2 RAMPS;

62.0014.01.01
3
$15.00
1/10/1999
1PAIR BLACK TROUSERS, 1 RED JACKET, 1 BLACK FURRY HAT

63.0007.01.01 P
27
$42.00
1/12/1988
1 BASEBOARD 53CMX38.5CM;26 WOODEN LETTERS VARIOUS COLOURS WITH NATURAL WOODEN KNOBS

62.0083.01.01 P
17
$86.30
1/11/1992
INSTRUCTIONS;2 PERSONS MALE & FEMALE;4 CURVED BLUE PIECES;1 STRAIGHT BLUE;1 BLUE TUB;6 RED CLIPS;1 YELLOW PADDLE;1 BLUE/RED TUG & TRAILER BOAT(YL)

63.0005.01.01 P
97
$26.35
1/08/1987
1 CARDBOARD GUIDE SHEET;20 CARDBOARD SHEETS WITH 5 PICTURES AND SELF CORRECTING HOLED FRAMES FOR LETTERS;1 BASE BOARD WITH HOLES;75 PL LETTERS;

81.0002.01.01 P
5
$20.00
1/09/1994
1 RE SAUCEPAN WITH MIRROR/RATTLE BASE;1 YE SAUCEPAN WITH BEAD RATTLE BASE;1 BLU SAUCEPAN;1 WH SAUCEPAN LID WITH BLU SQUEAKER KNOB;1 YE WHISTLE SPOON;

81.0014.01.01 P
2
$5.45
1/06/1980
1 RINGO & 1 WOOD/BELL TOY

64.0013.01.01 P
121
$45.00
1/08/1985
1 WD. BOX CONTANING 10 BASE BOARDS 10CM NUMBER 1-10 WITH 10 PEG STOPS ON ORANGE TREE.55PLASTIC YELLOW &55PLASTIC RED COUNTERS.

69.0008.01.01
2
$9.95
1/01/1996
1 AUDIO CASSETTE;1 CASSETTE CASE;

84.0105.01.01 P
4
$49.70
1/07/2000
1 WHITE BASE WITH 1 BLACK PLUG & 1 BLUE POLE;1 YELLOW BAt,    2 WHITE BALLS

