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Executive Summary

Aged and Community Services Tasmania (ACST) is affiliated with the national peak body for not-for-profit aged and community care service providers, Aged and Community Services Australia (ACSA), and fully endorses the submission made by ACSA to this Inquiry.

In response to issues raised by the Inquiry, ACST recommends:

1 That the definition of a charity is appropriate, and that more harm than benefit may be expected to result from changing current definitions.

2 That a thorough review of administrative and taxation consequences of changes to definitions would need to be incorporated in the terms of reference of this Inquiry, and undertaken before any change to definitions should be considered.

3 That the salary cap on the grossed up value of FBT exemptions, to be introduced for charities from April 2001, has addressed concerns regarding overuse of FBT exemptions, thereby negating this issue as possible justification for changing the definition of charities and related organisations. It should be noted, however, that the manner in which the amount is grossed up is not fair to charities and needs to be reviewed in line with the rates of taxation payable to each individual employee.

4 That charitable organisations, being driven by their missions rather than the market, are wholly charitable in their purpose and that, accordingly, there is no basis for separation of classification based of activity.

5 That the definition of Public Benevolent Institution be updated in recognition of the value of new organisational structures and preventative health services.

Introduction

Aged and Community Services Tasmania (ACST) is the peak body representing Tasmanian not-for-profit aged care service providers.  The not-for-profit sector is responsible for most residential aged care provision in the State, providing care for approximately 5,000 people through managing: 1900 high care beds; 1600 low care beds; 1150 independent living units, and 400 Community Aged Care Packages.

The organisation and its members are becoming increasingly involved in the provision of home-based services in addition to residential care, in response to a growing demand for these services.

ACST is affiliated with the national peak body for not-for-profit aged and community care service providers, Aged and Community Services Australia (ACSA), and fully endorses the submission made by ACSA to this Inquiry.

ACSA’s submission is succinctly summarised in the conclusion of its response:

ASCA believes that charitable organisations have an important role to play in the community and in particular in the aged care sector. As demand for aged care services escalates, we believe that the charitable providers will continue to play an important role in the mixed economy of aged care providing added value through access to additional resources, targeting those most in need and building social capital. In this environment and change to the tax status of charities will undermine the ability of the industry to meet the needs of older Australians.

Accordingly, we would urge the Committee to maintain the existing definitions of charitable, religious and community service not-for-profit organisations and to consider minor changes to the PBI to ensure that it takes into account modern concepts of organisational effectiveness and public health.

…we urge the Committee to release its deliberations as a draft for public comment prior to any final recommendations. 

ACST emphasizes the following issues raised in ACSA’s submission:

Scope and Timing of the Inquiry

ACST is concerned about the time frame of the Inquiry, given its scope and potential impact on the viability of not-for-profit aged and community service providers. The time provided for preparations has been short, and has fallen largely over the Christmas/New Year holiday period. This has not allowed adequate time for proper consideration of complex issues and potentially damaging policy changes.

In addition, the scope of the Inquiry appears to deal only with definitions. It does not seek comment on taxation or administrative implications, and, consequently, risks failing to relate changes of definition with practical issues.

In view of limitations determined by the time frame and scope of the Inquiry, ACST endorses ACSA’s call on the Committee to release its deliberations as a draft for public comment prior to forming final recommendations.

The significance of the not-for-profit sector in aged and community service provision

· Not-for-profit providers of aged and community services currently provide residential and community care services to over 200,000 older Australians. The demand for these services is increasing. The number of older Australians is expected to more than double in the next 50 years. Largely because of an ageing of the aged population, the demand for aged and community services is expected to increase at an even faster rate - doubling over the next 20 years.

In Tasmania, a 20% increase of persons over 70 years has been predicted in the 15 years between 2006 and 2021, the years of ageing ‘baby boomers’.  This translates to an additional 12-14,000 people.

· The financial implications of increasing demand for aged and community services are considerable. Any reduction in the ability of the not-for-profit sector to assist in meeting this demand will place a significant additional burden on government, given the private sectors’ reluctance to invest in the sector, notably in Tasmania and some other States. An increase in government responsibility for aged care service provision would not be in governments’ or taxpayers’ interests, given the escalating demand for services and costs of service provision.

Definitions - the nature of Charitable Bodies

· A charitable body should be defined by the purpose, not the nature of its activity. The purpose of a charitable body is to achieve benevolent community goals, not private goals. Any profit that is made by a charitable organisation is directed back into the organisation’s public activities, as opposed to shareholders or owners as is the case in the private sector. Consequently, all aspects of a not-for-profit organisation’s operations should be defined as charitable for the purposes of taxation.

· Charitable organisations have a long-standing role in aged and community care, largely because they are well positioned to add value to service provision through:

· the involvement of volunteers

· public fundraising

· reinvestments of profits in services rather than paying dividends to owners/shareholders

· a mandate to base services on equity and social justice goals, rather than profit motives

· their community base, encouraging community self-reliance rather than dependency on government service provision.

· The ability of the charitable aged care and community sector to fulfill its role is heavily dependent on the preservation of tax concessions, changes to which could severely threaten their ability to attract funds and donations.

Public Benevolent Institution

· ACST is, similarly to ASCA and charitable member organisations of those bodies, defined as a Public Benevolent Institution (PBI). The PBI concept remains relevant because it allows taxation relief to charities such as not-for-profit aged care facilities that provide essential (though not necessarily profitable) services to those most in need.

· ACST agrees that the PBI definition is outmoded, and should be updated to recognise:

· new organisational structures and practices aimed at achieving improved efficiency

· that the ‘direct relief’ criteria should be removed in order that the value of preventative health service provision may be acknowledged. 

Recommendations

In response to issues raised by the Inquiry, ACST recommends:

1
That the definition of a charity is appropriate, and that more harm than benefit may be expected to result from changing current definitions.

2 That a thorough review of administrative and taxation consequences of changes to definitions would need to be incorporated in the terms of reference of this Inquiry, and undertaken before any change to definitions should be considered.

3 That the salary cap on the grossed up value of FBT exemptions, to be introduced for charities from April 2001, has addressed concerns regarding overuse of FBT exemptions, thereby negating this issue as possible justification for changing the definition of charities and related organisations. It should be noted, however, that the manner in which the amount is grossed up is not fair to charities and needs to be reviewed in line with the rates of taxation payable to each individual employee.

4 That charitable organisations, being driven by their missions rather than the market, are wholly charitable in their purpose and that, accordingly, there is no basis for separation of classification based of activity.

5 That the definition of Public Benevolent Institution be updated in recognition of the value of new organisational structures and preventative health services.

