Inquiry into the Definition of Charities and Related Organisations

c/- The Treasury

Parkes Place

PARKES   2600

22 December 2000

Dear Committee Members,

Thank you for the opportunity to contribute to the Inquiry into Charities and Related Organisations. 

Melbourne Citymission is a non-denominational Christian organisation dedicated to working with marginalised and disadvantaged groups within the community. A copy of our most recent Annual Report is attached. This will provide the Inquiry with an understanding of the range of activities in which the organisation is engaged, and the origins of the resources which support the work .

Melbourne Citymission enters this decade with a strengthened commitment to broaden its activities from predominantly service delivery to a greater emphasis on community building, working along-side those who use our services to assist them to develop sustainable longer term responses and to advocate effectively on their own behalf. This is significant in the terms of the inquiry because our practice must be responsive to the changing needs and demands in the community. As noted in the discussion paper prepared by the Inquiry, the definitions under investigation are based on outmoded notions of the nature of the work of the not for profit sector and do not recognise the structural factors that give rise to disadvantage within our community.

The revised definitions of charitable organisations and public benevolence must reflect contemporary approaches to working with those who are marginalised or disadvantaged in the community.

The other key issue is that government policy and practices, notably competitive tendering and inadequate funding, have the potential to compromise the independence and integrity of many not for profit organisations like our own. This has stimulated many groups, including Melbourne Citymission, to broaden their funding base in order to maximise their ability to be innovative and responsive to the communities in which they are involved. An increased diversity of funding sources and greater degree of self-funded activity provides the organisation with the capacity to maintain a degree of flexibility, responsiveness and innovation  that a high level of dependence on government funding does not afford. As a consequence this organisation will be increasingly involved in fund-raising activities of all descriptions including sponsorship, bequests, appeals, partnership projects and events. 

The implication of these changes is that current taxation policies do not allow a taxation exemption on fund-raising items which are considered to be merchandise. This discourages donors and erodes the capacity of the organisation to fund raise. It is also apparent that there are anomalies in the way in which exemptions are granted. Melbourne Citymission raises funds to provide direct assistance to those in need and is not eligible for exemption, whilst Melbourne Symphony Orchestra, arguably reflecting predominantly the interests of those who are more advantaged in the community is granted exemption for its ticket sales. Melbourne Citymission believe that interpretation of the activities of the organisation should be based on a non-commercial interpretation of fund raising, and should be more focused on the uses to which funds will be used in alleviating disadvantage. Guidelines are obviously required to ensure that the majority of funds collected are used directly for the purposes indicated in promoting the cause. 

Whilst it is apparent that the task of defining charitable or religious status is highly complex, Melbourne Citymission would like to suggest a slightly different approach. It is our belief that the current definitions are largely appropriate in intent and rather than attempting to develop a new definition, it may be more useful to develop a set of guidelines to assist interpretation, based on the activities of the organisations and the extent to which these are directed toward making a contribution to address disadvantage in the community – if you like a focus on outputs and outcomes rather than inputs. This would allow a broader range of organisations and activities to be included under the definition, as it is apparent that there are many newer organisations such as environment groups, which have emerged and are working largely for public benefit. It is important however that this not become so vague that groups which support a minor or sectional interest such as sporting or hobby groups become eligible for these benefits as once again this will erode broader community confidence and support  for the work of not for profit organisations working for the benefit of those who are disadvantaged. 

It is also essential for the interpretation of the definitions to recognise the interdependent nature of advocacy, community education, promotional activities and direct services to those in need. Many of the factors which give rise to social problems will not be ameliorated through the provision of material aid, and it is essential to engage in these other types of activity in order to impact on social values, stigma, government policy and economic contributors. 

The committee has made it clear that it is not reviewing the taxation treatment of not for profit organisations. However Melbourne Citymission believes there must be scope for the Inquiry to make recommendations about ways in which the community and organisations are able to benefit from its findings. Melbourne Citymission encourages the government to develop a strategy which incorporates a community education and awareness component, so that the general public and corporate bodies are more aware of the value of tax deductions gained through support of not for profit organisations. We would also like to encourage government to consider other ways in which taxation arrangements could be used to generate funds for public benefit .

Melbourne Citymission wishes the Committee well in the difficult task before it. 

Yours sincerely,

Anne Turley

Acting Chief Executive Officer.

