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SYNOPSIS OF SUBMISSION

Submission by the Australian Governors of Rotary International 

“Inquiry into the definition of Charities and Related Organisations”

1) At the Rotary Institute held in Townsville November 24-26, 2000, the Governors of the Australian Districts of Rotary International agreed that a submission should be made to this inquiry, to address the issue:

“Rotary International is a charity and should be accepted as such by the Federal Government.”

2) The Governors have all been consulted and have agreed with this document. Their signatures on their letterheads are attached.

A description of Rotary International is included along with specific details of the organisation.

3) The submission analyses the Federal Government’s documents detailing the determination of charity status and shows clearly that Rotary International complies with these definitions and all the sub-sections of the definitions.

4) The documents are analyzed and each section is annotated with comments from the Governors to support the request that Rotary be designated as a Charity.

5) The terms of reference of this inquiry are also analyzed and the details in relation to Rotary International are discussed.

In the past the fact that Rotary International has, as part of its charter, the development of fellowship among business and professional persons has been used to disallow Charity status. This is analyzed in relation to the wording from the ATO’s documents to show that this is not an appropriate reason to disallow Charity status to Rotary International.

The common law definition is assessed in relation to Rotary, as are typical Dictionary definitions. 

6) Rotary International is a charity and should be accepted as such by the Federal Government.

Information about Rotary International

Description of the Role of District Governor

The District Governors are the Officers of Rotary International in Australia. Each Governor is appointed to administer a District of Rotary International in accordance with the rules of the organisation. The Governors also work together when necessary to administer large multi-District Programs and to co-ordinate the work of Rotary throughout Australia and the World.

There are 530 Districts in the Rotary World of which 23 are in Australia.

Definition of Rotary:

“Rotary International is the association of Rotary Clubs throughout the world. Rotary is an organization of business and professional leaders united worldwide who provide humanitarian service, encourage high ethical standards in all vocations and help build goodwill and peace in the world.”

(Manual of Procedure Page 49 -General)

Rotarians also strive to increase national pride and an individual’s community worth at all social levels.

Rotary International:

Statistics: as at November 1, 2000

Clubs 
29,626

Members 
1,180,550

Represented in 163 countries

Rotary in Australia:

Statistics: as at November 1, 2000

Clubs 
1199

Members 
38,040

The Object of Rotary:

“The Object of Rotary is to encourage and foster the ideal of service as a basis of worthy enterprise and, in particular, to encourage and foster

First. The development of acquaintance as an opportunity for service;

Second. High ethical standards in business and professions; the recognition of the worthiness of all useful occupations; and the dignifying of each Rotarian’s occupation as an opportunity to serve society.

Third. The application of the ideal of service in each Rotarian’s personal, business and community life;

Fourth. The advancement of international understanding, goodwill and peace through a world fellowship of business and professional persons united in the ideal of service.

INTENT OF THE SUBMISSION

Intent:

 To show clearly that Rotary International is a “Charity” according to the Federal Government’s own definition of “What is a Charity?” 

The District Governors submit that this inquiry should therefore recommend to Government that The Rotary Districts and Rotary Clubs be listed as Charities with all the rights and obligations related to that status.

What is a Charity?

Section 1.

Quote from the ATO Web-site http://taxreform.ato.gov.au/publications/2000/nat3131/part_4.htm
“A charity is an entity established for altruistic purposes that the law regards as charitable. The ATO does not set the guidelines……..

Charitable purposes are the relief of poverty, the relief of the needs of the aged, the relief of sickness or distress, the advancement of religion, the advancement of education and other purposes beneficial to the community.”

“The characteristics of a charity are:

· It is an entity which is also a trust fund or an institution

· It exists for the public benefit or the relief of poverty

· Its purposes are charitable within the legal sense of that term

· It is non-profit, and

· Its sole or dominant purpose is charitable.””

Comment by the Governors

Rotary International Manual of Procedure has been included for your reference. This provides a complete documentation of the rules governing Rotary at International, National, District and local level. The organization has identical rules throughout the world. The Object of Rotary (Page 4) clearly indicates that the organization has been developed to provide “service”. The service of Rotary is local, national and international without prejudice to all people. Rotary specifies that all Rotary programmes are available to everybody without exclusion due to race, creed, or colour. Rotary is not a religious organization but respects all religions within its framework.  Rotary By-Laws excludes members of Rotary and their families from receiving Foundation support. (Further details of the Rotary Foundation included in the attached literature.) 

Rotary is a non-profit organization. Furthermore, Rotarians of the world pay dues personally to cover administration costs to maximize the return on fund-raising for charitable purposes. 

The statistics provided show that Rotary, at international level as well as within Australia, is a large organisation that can be regarded as an “institution”. 

The Macquarie definition of “an institution” is an organisation or establishment for the promotion of a particular object, usually one for some public, educational, charitable, or similar purpose.

Your reading of the enclosed documents will clearly demonstrate that the Rotary organisation has specific sections for each of those categories.

Section 2: (as Specified in CharityPack)

“ENTITY”

“An entity for these purposes include a corporation, unincorporated association, trust or partnership.”

It then states that the critical factors are:

· The activities of the organisation.

· Size

· Permanence

· Purposes

· And recognition.

Comment by the Governors

There is a detailed structure of District administration. Two different District Directories are included for your reference.

The activities of the organisation are too diverse to detail here. 

The Service areas of Rotary are divided in the following ways:

Club Service: 

To assist the internal working of the Club. It deals with matters such as membership growth and the rules and regulations of the organization.

Community Service: 

Providing assistance as required at a local and national level. This area looks after the support of the needy, development of needed public infrastructure, disaster relief and other matters pertaining to support within Australia. These programmes vary from Club to Club but all Clubs are required by Law to produce audited statements of expenditure and accounts.

Vocational Service: 

This area of interest in Rotary has two major focuses. One is the support of education through scholarships and grants to schools, assistance with education programmes such as interview skills and mentoring, provision of school prizes and basic education equipment.

The other focus is the promotion of high standards of ethical behaviour in business and professional life.

Rotary encourages national pride through vocational service programs.

International Service: 

Provides massive support to the under-developed parts of the world through aid and volunteer programmes. 

[Refer to the enclosed Rotary Australia World Community Service (RAWCS) handbook, which is utilized by every Rotary Club in Australia.] 

Some Clubs provide financial support to these projects whilst other Clubs send volunteers to perform the work required. The volunteers usually pay their own airfares and meet many of the costs. In the last financial year there was $239,000 worth of airfares paid by the volunteers. 

As with all volunteers these people receive no remuneration for the time they are away from their place of employment.

Typically on building projects, the Rotary volunteers will train locals to use the tools and then donate the tools when they leave.

It should also be noted that all the Directors of the Company (RAWCS Ltd) are volunteers and the Annual report enclosed specifically states that they receive no remuneration.

You will note on page 21of the Annual Report of RAWCS Ltd.  that those programmes done through this arm of Rotary provided $5,570,121 in Aid of which only $212,000 was via grants from AusAid. There were many projects directly funded by Clubs that did not pass through these accounts and therefore do not appear on these documents. These projects were costed at many millions of dollars.

There was$2,500,000 worth of goods collected through Australia’s Donation in Kind Program. 72 shipping containers of DIK goods were transported to areas in need, much of it to Papua New Guinea following the tsunami which devastated Aitape. 

It has been estimated that 11,000 hours of work by volunteers in Australia was required to collect, store and transport these collected goods. Rotary Clubs usually meet the transport costs of containers of urgent supplies. Each container costs several thousand dollars to transport.

The new focus is now East Timor.

The Rotary Foundation is one of the world’s largest charitable trusts with expenditure of more than $100 million per year on educational and humanitarian programmes. I have included some material on The Rotary Foundation and its work but far more material is available on request or via the Internet at www.rotary.org
.

Rotary provides educational opportunities via its Youth Exchange Programme. Primarily, the parents of the student must meet all transport, insurance, and basic costs fund the cost of this programme. Rotary host parents as a “service” to world peace and understanding home host the student at their own cost. 

This programme is not funded through charitable works and requires no fundraising to meet these costs, although individual Rotarians and hosting families contribute financial support.

Size of the Organization

This has been addressed with the statistical information provided on Page 4 of this document.

Permanence: Rotary will celebrate its centenary in 2005. It remains one of the most respected Service organizations in the world with a breadth of charitable work that is often not recognized because members have followed a philosophy of changing the world without looking for personal kudos.

Purpose: This has been outlined in the Object of Rotary on Page 4 of this document.

Recognition: Rotary is recognized as the most important service organization in the World with a policy of support where needed without prejudice. Its prominence is probably best demonstrated in Hollywood where the character who wears the Rotary pin or whose script lines include Rotary commitments is always “the good guy”.

Rotary is recognized in the Community as being an organization with no “negatives”. Businesses in Australia are rapidly recognizing the advantages of forming Alliances with Rotary because of the totally positive image of Rotary and Rotarians. 

 “Section 3:

Charities are altruistic and exist for the benefit of the community or the relief of poverty.” (CharityPack)

A list of examples of charities in this document is reproduced in its entirety.

· Aged persons

· Animals

· Culture

· Defence and public order

· Disaster relief

· Education

· Environment

· Health

· Indigenous persons

· Industry, commerce, agriculture

· Locality or neighbourhood

· Moral improvement

· People with Disabilities

· Poverty

· Public works and utilities

· Religion

· Research

· Science

· Unemployment, and

· Young persons

Comment by Governors

Because of the broad nature of Rotary Service each of the above areas, with one exception, has specific Rotary projects involving those areas of work. 

A philosophy of Rotary is to respect all religions. It may work alongside religious organizations to perform humanitarian or educational work but Rotary does not provide direct support to any one particular religion.

We do not propose to address each of the above categories but the details of Rotary’s involvement is available from the web addresses attached.

The following are areas of major focus of Rotary throughout the World:

Aged Persons, 

Disaster Relief, 

Education (with a current focus of education of the girl-child in under


Developed countries) 

Environment, 

Health, 

Indigenous People, 

People with Disabilities, 

Poverty, 

Famine,

Research, 

Unemployment and the needs of the Young.

Section 4: (CharityPack)

“An entity is not charitable if it is carried on for the purposes of profit or gain to particular persons including its owners or members.”

(Page 4 CharityPack. ATO document)

“Entities can satisfy the non-profit requirement if their constituent or governing documents prevent them from distributing profits or assets for the benefit of particular persons both while they are operating and on winding up. The entity’s actions must be consistent with this requirement. This is so for both direct and indirect gains.” (CharityPack)

Comment by the Governors

Rotary is a true not-for-profit organization made up of more than 1 million volunteers around the world. These volunteers provide significant personal donations of money and time to make this a better world.

Reimbursement of proveable costs is available within Rotary only at the highest levels of administration of the organization and then only with full documentation. There is a stated protocol that even at that level it is not intended to cover the complete cost. It has been stated that a District Governor should expect that the gubernatorial year will cost the Governor as much as $30,000 of unrecoverable costs.

The Constitution of all Rotary Clubs details its not-for-profit status.

.

Section 5: (CharityPack)

“If the entity has purposes which, when viewed in isolation would not be charitable, they must be incidental or ancillary to the charitable purpose” (Page 5  CharityPack. ATO document via Internet)

Comment by the Governors

Rotary Clubs meet weekly, usually but not always, with a meal. Most Clubs originally met for lunch but many now meet for dinner, some for breakfast and a few for supper. Any cost incurred for catering or refreshment is borne by the individual Rotarian.

The fellowship developed by the social interaction of members is ancillary to the purpose of “Service to the community, the Nation and the World”. Refer to the Object of Rotary – page 4 of this document.

The Manual of Procedure (page 19, 20) defines “failure to function” as a specific reason for Clubs to be disbanded. Within that definition is the clear directive that Clubs that do not have a community service project, a vocational service project and an international project are not operating as a legitimate Rotary Club and the Governor should force the Club to comply with the requirement or the Club be disbanded. This reinforces the view that the total focus of Rotary is service to others.

There is also a perception that Rotary Clubs are there for the benefit of their members by the interaction of members assisting each other’s business.

This is specifically excluded by the 

 “Declaration for Rotarians in Business and Professions”. (Copy enclosed)

“As a Rotarian engaged in a business or profession, I am expected to:

· Consider my vocation to be another opportunity to serve;

· Be faithful to the letter and to the spirit of the ethical codes of my vocation, to the laws of my country, and to the moral standards of my community;

· Do all in my power to dignify my vocation and to promote the highest ethical standards in my chosen vocation;

· Be fair to my employer, employees, associates, competitors, customers, the public, and all those with whom I have a business or professional relationship;

· Recognize the honour and respect due to all occupations which are useful to society;

· Offer my vocational talents: to provide opportunities for young people. To work for the relief of the special needs of others, and to improve the quality of life in my community

· Adhere to honesty in my advertising and in all representations to the public concerning my business and profession;

· Neither seek from nor grant to a fellow Rotarian a privilege or advantage not normally accorded others in a business or professional relationship.”
We, as Governors therefore declare that the prime objective of Rotary is to provide Service and the other aspects are ancillary to this and devised to make the Object of Service more attainable.

Section 6:

An example in CharityPack provides a direct comparison to Rotary Clubs and District Administration. It is contained in an example concerning animal shelters.

“ A group of State-based health charities form a national peak body having the same objects. The activities of the peak body are various means of coordinating and supporting the State charities’ activities, including by lobbying. As long as the lobbying is incidental to its charitable health purposes, the peak body can be a charity.” 

(Page 8 CharityPack)

Comments of the Governors

The District system of management allows for effective administration of Rotary Clubs and coordinates major charitable works. The District operates on finances taken directly from the members as District Dues.

The Aims and Objectives of the District structure is to provide a coordinating role between the Clubs in the District and Rotary International and to assist with the management of projects that utilize the resources of more than one Club.

Other definitions of Charities.

Macquarie Dictionary “A charitable trust: a trust for the relief of poverty, the advancement of education, religion, or for other purposes beneficial to the community.”

World Book Dictionary “Charity/Philanthropy: Charity emphasizes the personal kindness exhibited to individuals who are poor or suffering. Philanthropy implies the goodwill directed toward improving the general welfare of one’s fellow men.”

Comments from the Governors

Rotary International, in its Constitution and by-laws, specifically addresses each of those key elements (with the exception of religion) and imposes on all its Clubs the obligation to work to relieve poverty at home and overseas, to advance education, and to work for purposes beneficial to the community.

Examples are easy to find.

The World President of Rotary International, Frank Devlyn, has instructed all Governors to work to relieve poverty and hunger, to provide housing to the poor and to provide humanitarian projects to improve the quality of life through World Community Service projects all over the World. Further information: www.frankdevlyn.org
Rotary International through The Rotary Foundation administers the world’s largest privately funded University Scholarship programme and is now embarking on the setting up of seven campuses around the world to be “The Rotary Centres for International Studies in Peace and Conflict Resolution”. One of those Centres will be at the University of Queensland.    www.rotary.org/foundation
Rotary International has spearheaded the PolioPlus Programme to rid the world of Polio by 2005. It is anticipated that the last active case of Polio will be discovered before June 30th 2001 and that certification of polio eradication will occur five years later. www.rotary.org
This project has cost Rotary members almost US$1 billion since 1986. In 

association with the World Health Organization and the Centre for Disease Control this disease will cease to exist within five years.

As recently as October 29th 2000 the Western Pacific area was certified as polio free. With a population of 1.6 billion people this is a major achievement.

12 years ago there were 286,000 new cases of polio every year in India. This year the figure is 186 cases. This has occurred because of volunteers mobilized by Rotary immunizing 120 million children every 4th Sunday for a year. The massive over-kill has been implemented because of the huge population of young children, the large number of local languages and the high level of illiteracy which has hampered the ability to wipe-out Polio in small pockets of the Country.
The Governors agree that this is Charity on a broad scale but with a very humane face; and it is the face of Rotary!

Is Rotary a charity when judged against these definitions?

We believe it is, without question!

TERMS OF REFERENCE (As per the Issue Paper)

“1.The Committee is to examine and report on existing definitions of charitable, religious and community service not-for-profit organisations, having regard to the following:

a) the attributes, purpose and behaviour of such organisations in light of the current social expectations and experiences; and

b) Those organisations that are wholly or partially charitable, religious or community service not-for-profit.

2. The Committee shall examine:

a) any current definition set out in legislation (Commonwealth or State), common law or popular usage, including the continuing relevance of the “public benevolent institution” definition;

Comments from the Governors

Governments in Australia over many years have been withdrawing or modifying programmes that were designed to assist many disadvantaged groups in Australia. The Prime Minister has requested that “Australians become more philanthropic”.

The social consequences of the changing workplace have left many people unemployed or under-employed. These people have turned to the Charity sector for assistance. Local Governments, and even Government Departments have contacted Rotary Clubs and District Officers to solicit financial assistance.

Often the local Rotary Club is the first group contacted when an urgent need occurs.

Obvious examples have been requests for assistance in major flooding in Australia (We would expect that the call for assistance would again occur following the current flooding through much of NSW and Queensland.) Governments of all persuasions look to the generosity of Rotarians to assist physically and financially in these disasters.

The restoration work performed in Papua New Guinea following the tsunami in Aitape was immense. 

The work to be performed in East Timor will be difficult and dangerous but it will be done. 

Requests arrive almost daily concerning disasters around the World. The resources of Rotary are large but expenditure has exceeded income now for several years. Many projects cannot be commenced due to lack of funds. 

This is certainly now being exacerbated by the imposition of a Goods and Services tax on the dues paid and most of the funds raised through hard work of volunteers.

The Rotary District Governors do not believe that “Community not-for-profit” status fairly recognizes the work and the scope of programmes operated by Rotarians in Australia and around the world.

 We do not believe that the work of Rotary should be placed alongside non-profit childcare centres, community advisory services and neighbourhood watch as outlined in section 31 of the Issues Paper. 

Rotary is, and should be recognised as, one of the world’s most effective Charitable Institutions, which literally is changing the world for the better.

ISSUES (as quoted from the Issues paper)

1.To examine and report on the definitions, to provide options for enhancing clarity and consistency of the existing definitions. The Committee is to have regard to the characteristics of such organisations in the light of current social expectations and experiences.

2.The implications of current social expectations and experiences for defining charities and related organisations. 

Options for enhancing the existing definitions in Australia.

Comment by the Governors

There is a current social expectation from the Federal Government that Rotary will hand over 10% of its Charity money, along with 10% of the administrative money that members personally finance in the way of GST.

This disadvantages 40,000 Rotarians, who would provide increased national and overseas support under charitable status. 

In recent times the PNG Government applied a bounty of 10% to all Aid passing through their ports. The Aid programmes through Rotary ceased until the Government saw the consequences of their action. The current application of GST to the organization has the potential to create serious damage to Rotary’s membership and programmes.

 Rotary is generally funded by the generosity of its membership and by solid work by the members on fund-raising projects. Seldom does a Rotary Club apply for a Government Grant for any of its work. “Rotary is not using significant levels of Government funding”.

It is noticed in paragraph 6 of the issues paper that Government funding is a typical source of funding for most Charities in Australia. 

Rotary is a very low cost, financially effective system for the Government to support in its work for charitable causes. We do not just take Government finance and do some work on their behalf. Generally the finance comes from outside the Government sector but is used often to do work that traditionally was performed by Government agencies.

By designating Rotary as a Charity the Federal Government would recognise this level of support that is provided to the communities of Australia and the world. This would also remove Rotary Districts and Rotary Clubs from the impact of GST. 

We are of the opinion that the impact of GST on Rotary was unintended and this situation is easily corrected by providing charitable status to the organization.
The current situation leads to the perception of "“lack of value". Members have expressed their concerns that the current situation suggests that the Government places little value on the work of Rotary International in Australia and around the World.

Paragraph 13

“Some Community Service organizations provide a social or business networking opportunity.”

Comment by the Governors

These “benefits” are ancillary to the purpose of being of service to the community and the world. The same benefits could be assumed of any group who met on a regular basis to perform charitable works. It is unlikely to be harmful to your business interests to be seen to be doing good. However it could be assumed that the financial benefit would be less than staying in the work place and specifically networking for the same period of time.

Moreover- Rotary has proven during the last 95 years that friendships developed with regular meetings has been the catalyst for huge charitable and philanthropic work. Without the meetings and friendship the work of Rotary would cease.

I also refer to the Declaration mentioned before. The final paragraph clearly states that Rotary is not to be used to gain a financial advantage not available to non-Rotarians.

We, the Governors find the contradiction of Paragraph 12 and Paragraph 14 rather “strange”. Paragraph 12 states that the committee is required to have regard for those organisations that are wholly or partially charitable and Paragraph 14 states that there is no distinction between partially or wholly charitable; that is an organisation is either charitable or it is not. It then goes on to explain how it might be partially charitable.

Paragraph 18:

This paragraph provides the common law definition of Charity
“At common law, Charity is generally understood to be:

· a non-profit body; (Rotary is)
· Providing a public benefit ( or providing relief of poverty to limited beneficiaries); and  (Rotary does)
· With a sole or dominant purpose that is charitable in a technical legal sense, that is

- the relief of poverty, the needs of the aged and the relief of sickness and distress

- the advancement of education

-the advancement of religion; or

-other purposes beneficial to the community. (each of these areas has been addressed earlier in this submission.) 

Comment by the Governors

This so accurately reflects the modern Rotary Club and Rotary in general it could become an alternative definition with the obvious afore-mentioned matter that Rotary respects all religions but does not actively promote any particular one.

Paragraphs 29-31 :Groupings of Community Service Not-for-Profits 

These paragraphs provide the historical grouping in which Rotary has been placed.

 Section 31 names the specific groups such as child-care centres and Neighbourhood Watch groups that are in the same basket.

Section 31 designates those groups such as sporting clubs that are not classed as Community Service Not-for-Profit under Commonwealth Tax Legislation.

Comment by the Governors

Rotary does not accept that its work is equivalent to the other groups in this basket. Whilst not denying their worth in a community they are very limited in scope in comparison to the body of work being performed by Rotarians every day.

This placement of Rotary has occurred by default over the years. There was little reason for Rotary to apply for Tax exemption or charitable status because there was always the ability to obtain tax exemption via a statutory authority such as local Government or a School where items were being purchased to donate to a worthy cause. There were few tax liability concerns because Rotary was exempt from Income tax under its not-for-profit charter. For 95 years Rotary has been allowed to do its work without being taxed.

SUMMARY

The Rotary Organization is a magnificent example of how people in one part of the world can work to make the world a better place. By utilizing the skills of the business community, their contacts and their power of persuasion, along with the finance they can generate, Rotary provides world’s best practice charity in local communities and around the World.

The Constitution, along with The Object of Rotary, clearly defines that Rotary is not for the benefit of the Rotarian. It is designed as a vehicle whereby members of the business and professional community can use their combined talents to make a tangible difference in the World.

The Statement

We, the Governors of Rotary in Australia, whose signatures are attached respectfully request that you recommend to the Federal Government that Rotary Districts and Rotary Clubs in Australia be designated as a charity with all the rights and obligations attached to that status.

The following references are provided for further information
The Rotary Foundation Page 147 to 162 Manual of Procedure

Scholarships –International ones provided under The Rotary Foundation programmes.

 

- Local ones at the discretion of Clubs

PolioPlus. Will eradicate polio by June 2001.

Matching Grants: money from The Rotary Foundation to assist with World Community Service projects, normally in the Third World.

Further information available

www.rotary.org
www.rotary.org.au
www.frankdevlyn.org
(Enclosed)

Manual of Procedure

RAWCS Handbook

RAWCS Annual Report

Declaration for Rotarians in Business and Professions

Rotary Down Under November and December editions

World Community Service Programme Exchange

Declaration for Rotarians in Business and Professions

District Directory – 2 Districts

Programs of Rotary

Combating Hunger and Poverty through Rotary

The Programmes of The Rotary Foundation of Rotary International

8
1

