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AFSA Submission: Minimum tax on discretionary trusts 

July 2026 

For the attention of Treasury  

About Animal-Free Science Advocacy 

Animal-Free Science Advocacy (AFSA) is a nation not-for-profit organisation established to 
advance a transition from animal experimentation to scientifically valid, animal-free 
methods. Our work includes public education and campaigns, policy advocacy, submissions 
to government and regulatory bodies, and engagement with scientists, institutions and the 
media.  

AFSA welcomes the opportunity to respond to Treasury’s Minimum Tax on Discretionary 
Trusts Consultation Paper. This submission addresses principally Discussion Question 2, 
concerning the appropriate minimum tax treatment of income tax-exempt entities, and 
Discussion Question 3, concerning other implementation matters. AFSA supports the 
objective of a fairer tax system. However, implementation should not entrench a separate and 
longstanding inequity: the exclusion of many legitimate advocacy charities from deductible 
gift recipient (DGR) status. 

AFSA’s Position 

The reform should pair fair taxation of discretionary trusts with a principles-based DGR 
system that recognises prevention, education and lawful advocacy as public-benefit 
charitable work. Distributions to eligible charities should be deductible or exempt upfront, 
not through a delayed refund mechanism. 

Key recommendations 

1. Adopt the Productivity Commission’s principles-based approach so that DGR 
eligibility is determined by charitable purpose, public benefit and appropriate integrity 
safeguards, rather than narrow historical categories. 

2. Ensure animal welfare and other advocacy charities can qualify where their principal 
work prevents harm, educates the public, advances public debate or seeks lawful 
reform in furtherance of a charitable purpose. 

3. Provide upfront relief from the minimum trust tax for charitable distributions under 
the reformed system, with a fair transitional rule for ACNC-registered charities while 
DGR reform is implemented. 
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Discussion 

1. The present system disadvantages prevention and advocacy 

AFSA is a registered charity but does not hold DGR status because its work is not classified as 
public benevolent and it does not provide “hands-on” short-term care or rehabilitation of 
animals. This excludes AFSA from tax-deductible donations, many philanthropic grant 
programs and workplace giving arrangements, notwithstanding the public benefit of its work.  

The limitation reflects the wording of the existing animal welfare DGR category, which is 
directed to institutions whose principal activity is short-term direct care or rehabilitation of 
certain lost, mistreated, ownerless, sick or injured animals. It does not adequately recognise 
organisations working to prevent harm before it occurs or to secure systemic improvements 
through research, education and policy reform. 

This distinction is difficult to justify. The ACNC recognises that a charity may promote or 
oppose changes to law, policy or practice where that advocacy furthers a charitable purpose, 
and that advocacy can benefit the public by informing public discussion and decision-
makers. 

In AFSA’s experience, advocacy is not ancillary to impact; it is the means by which 
preventable harm is addressed at scale. A tax concession framework that supports treatment 
after harm, but not evidence-based work intended to prevent that harm creates a structural 
bias against early intervention and systemic reform. Further detail can be found in AFSA’s 
submission to the Philanthropy Inquiry.  

2. Trust tax reform must not deepen the DGR divide 

The Consultation Paper proposes that, from 1 July 2028, trustees of discretionary trusts will 
pay a 30 per cent minimum tax on the trust’s taxable income. It notes that charitable trusts 
will be excluded, but that distributions made by other discretionary trusts to income tax-
exempt beneficiaries, including registered charities, would generate non-refundable tax 
offsets that those beneficiaries cannot use because they have no income tax liability. 
Treasury expressly seeks feedback on how these distributions should be treated. 

The Productivity Commission concluded that the DGR system is not fit for purpose, is overly 
complex and lacks a coherent policy rationale. It specifically identified animal welfare 
charities among the organisations facing barriers and recommended an approach that would 
make the system simpler, fairer and accessible to more charities that generate community 
benefit. 

The issue identified in the Consultation Paper cannot be resolved fairly by protecting only 
organisations that already hold DGR status. The proposed minimum tax will make DGR 

https://animalfreescienceadvocacy.org.au/wp-content/uploads/2023/04/HRA-Submission-Philanthropy.pdf
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endorsement still more important. A DGR-only exemption without broader reform would 
therefore convert an existing fundraising disadvantage into a more serious structural penalty 
for advocacy charities excluded by narrow historical categories.  

3. A practical reform pathway 

First, establish a principles-based DGR test. Eligibility should ordinarily follow ACNC 
registration where an organisation pursues charitable purposes for public benefit and 
satisfies proportionate governance, reporting and use-of-funds requirements. Lawful 
advocacy should not be disfavoured merely because the organisation seeks prevention or 
systemic change rather than delivering direct services. 

Second, if comprehensive reform cannot commence with the trust tax changes, amend the 
animal welfare category as an immediate measure. It should expressly include preventing 
cruelty or harm, public education, research and evidence translation, and advocacy for lawful 
changes to policy, practice or regulation that further animal welfare or another recognised 
charitable purpose. 

Third, in response to Discussion Question 2, make qualifying charitable distributions 
deductible or exempt before the minimum tax is calculated. A later rebate or refund would 
create cash-flow delays and additional administration that may discourage giving. During 
transition, distributions to ACNC-registered charities should receive equivalent treatment, 
subject to clear integrity safeguards, until affected organisations have had a reasonable 
opportunity to obtain endorsement under the reformed rules. 

In response to Discussion Question 3, Treasury should treat DGR reform and transitional 
protection for non-DGR charities as necessary implementation matters. Administration 
should be simple and low cost: a streamlined ACNC-to-ATO pathway, published eligibility 
criteria, timely review rights and protection for existing charities. Reform should not require 
small charities to pursue expensive legal restructuring or individual listing in tax law.  

Conclusion 

The discretionary trust reforms create an important opportunity to improve fairness on both 
sides of the tax system. The Government can preserve incentives for charitable giving while 
correcting a DGR framework that undervalues prevention, advocacy and systemic change. 
For AFSA and comparable organisations, this would mean that public-benefit work is 
assessed on its purpose, integrity and impact, not on whether it fits a narrow service-delivery 
category. 

AFSA recommends that Treasury integrate DGR reform into the implementation of the 
minimum tax and ensure that advocacy charities are not left further behind.  
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Yours sincerely 

 

Rachel Smith 
CEO Animal-Free Science Advocacy  
 


