ROSEWORTHY COLLEGE FOUNDATION

DISCUSSION PAPER
The following are a few thoughts about a Foundation for Roseworthy College.

WHY A FOUNDATION?

In establishing a Foundation the purpose must be spelled out clearly to those from whom you are

seeking contributions. What are those purposes?
WHO CONTRIBUTES?

In the case of the proposed Roseworthy College Foundation (“RCF”), those likely to contribute
are those who have had some connection with the College over time. This may have been as a

student, staff member, or relative or friend of either of the above.

WHAT IS CONTRIBUTED?

Usually it is in the form of either gifts of money or assets while a person is alive or through their
Will. To encourage people to give while they are still alive, tax deductability would be a
necessary component. Given the Charter of Roseworthy College and its tax status, it 1s likely

that an RCF would attract tax deductibility.

WHAT IS A BEQUEST?

A bequest is simply a gift made through a Will which can be worded to suit the donee’s wishes.
It can take the form of a specific asset, a specific sum of money, a percentage of the total estate

or the residue after family and friends have been provided for. The form of words used depends

on the nature of the bequest. For example:
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(1) Where a residual bequest is intended:
“] give to Roseworthy College Foundation in aid of that institution and for its
general purposes, the rest and residue of my Estate, to be applied as part of the

assets of Roseworthy College”.

2) For a specific bequest:
“J give to Roseworthy College Foundation in aid of that institution and the

purpose of

the sum of §
10 be applied as part of the assets of the Roseworthy College Foundation.”.

(3) For a bequest of property of an asset:
“ give to Roseworthy College Foundation in aid of that institution and for its
general purposes the property at
(or my shares/debentures, or as the case may be) free of all duties to be applied

as part of the assets of the Roseworthy College Foundation.”

4) An alternate form of wording for the bequest 1s:
“I do hereby give and bequeath the sum of $
to the Roseworthy College Foundation for the use and purpose of the
Foundation. The receipt of the Foundation shall be sufficient discharge to my

executors.”
MARKETING THE FOUNDATION

There would need to be established a group or groups to market the concept of the Foundation
and the possible ways of benefitting it to targeted individuals. A general brochure prepared
setting out all of the above and offering to provide further information or the opportunity to

discuss the concept of a bequest could be prepared and distributed.
WHAT STRUCTURE?

The RCF can be in the form of either a trust or an incorporated association. A distinction needs
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to be drawn between the provisions of the Income Tax Assessment Act that exempt the RFC from
tax and the provisions that allow a tax deduction to persons who make gifts to the RFC. The

structure that is chosen will affect the tax deductibility of gifts made to the Foundation.

Gifts to a trust will be tax deductible (S78 Income Tax Assessment Act) but the purposes for
which the Foundation’s funds may be used will be restricted. In the case of a Foundation

established to support Roseworthy College this should not be too big a restriction.

In some circumstances gifts to an incorporated association may not be tax deductible but the

purposes for which the Foundation’s funds may be used can be wider.

Both of these structures will be exempt from tax provided they are classified as charitable

institutions which I believe they will be if established as I suggest below.
I have confirmed this in my discussions with the Austrélian Tax Office.
TRUST

If the RCF establishes a trust, a deduction will be available for gifts made to it provided that the

RCF’s purposes are limited to providing money, property or benefits to the College or the

University.

The allowable purposes do not include applying funds for activities, events or functions. The
allowable purposes are to apply the funds to the institutions and for no other purpose otherwise

tax deductibility is lost.

One other requirement of establishing a trust to be eligible for tax deductibility is that its
investments be limited to authorised trustee investments. These are essentially limited to
Government backed securities, some banks, some trustee company investments and a limited

class of listed companies.

The trustee may either be a company incorporated for the role or named individuals.
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INCORPORATED ASSOCIATION

An incorporated association is established under the Associations Incorporation Act and its
operation is governed by that Act and its constitution. It does not attract the same exemption as

a trust unless it is established for the purpose of a “public benevolent institution”.

it is doubtful whether if RCF was established as an association it would attract tax deductibility

for donating even though the entity would.
OTHER CONSIDERATIONS
The following issues should also be addressed in the Trust Deed or Constitution:
1. Whether the Foundation is to have power to borrow and if so any limits on this.

2. Whether both income and capital are to be available for distribution, or only income, or

only a proportion of income.

3. Who the directors of the Association or the Trustees of the Trust are to be, whether there

is to be a minimum number or an unlimited number, and how long they are to serve.

4. If an incorporated association, then what officers the Foundation is to have. Isuggest as

a minimum there be a President, Treasurer and Secretary.

5. If established as a Trust, who the trustee will be.
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