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Executive Summary

It is the view of Epworth Hospital that the current definition of charity has evidenced appropriate flexibility such that it ought be retained without alteration.  
The definition has been able to encompass the changes which Epworth Hospital has experienced from its foundation as a religious hospital through to its present profile of a large high-tech hospital where care for patients is a priority.  
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Recommendation 1:

The common law definition of charitable is an appropriate definition to reflect the many activities and motivation of a modern non-profit hospital.

Recommendation 2:
Special concessions ought be given to institutions which deal with those needs in our community which are perceived to be the greatest.


Recommendation 3:
The “direct relief” requirement for a PBI should be removed.

Recommendation 4:
Epworth believes that there is merit in an approach to law whereby these central definitions such as PBI ought be set by the Commonwealth government and not varied in relation to fiscal and other applications in States or Territories.


Recommendation 5:
To define various activities differently from the main purpose of a charity is not only contrary to a commitment to the expression of Mission through all activities, but will create artificial barriers and add complicating elements for future structuring of organisations.


Recommendation 6:
In the absence of not for profit teaching hospitals, the training and preparation of medical staff for work in hospitals in the future would suffer and accordingly, community health care would suffer.

That the provision of tax breaks and tax concessions to non-profit hospitals gives those hospitals the best chance to continue to exist and to continue to provide contemporary and high quality services to Australians.

Ethic of Patient Care
Pivotal to the practice of medicine at Epworth is the ethic of patient care.  The logo of the hospital is a visual representation of this with an encompassing swirling “e” representing Epworth’s care surrounding a patient.  The symbolism of the patient also represents our Christian heritage. 

The hospital is undergirded by a very real caring ethic which it maintains despite all sorts of commercial pressures.

 

Mission and Values

Epworth: First Choice
· Epworth’s objective is to be Australia’s leading provider of health services.

· At Epworth, doctors and staff work in partnership to provide care and services equal to the world’s best, for patients, their families and the community.

The People of Epworth are committed to:

· Ensuring that the patient is the focus of all activity.

· Providing a place of healing to enable doctors, health professionals and staff to excel at their work in an environment of friendship, compassion and respect.

· The partnerships formed with funding agencies and health service providers for the benefit of our patients.

· The development and skilled application of clinical, administrative, technological and research knowledge.

· Caring for patients and each other as members of the Epworth Community.

· Epworth’s Christian heritage, enriched by the diversity of the patients, staff, volunteers and their communities.

· Helping people to enjoy the best possible health and well-being over the span of their lives.

About Epworth

1. Opportunity to participate

Epworth Hospital welcomes the opportunity to participate in the Inquiry into the definition of charities and related organisations.

2. Emphasis of submission

Epworth believes that it is important that its submission emphasise the major contribution it makes to contemporary Australia, as well as the importance of the value of the community concessions made by government to the non-profit sector hospitals through the taxation system.

3. Not-for-profit hospitals

Not-for-profit benevolent hospitals comprise 15% of the total (public & private) hospital sector.

4. Partnerships

In our view, partnership between various sectors of the Australian community is essential to its healthy existence.  It is appropriate that the non-profit sector continue to form part of our community's life.

5. Epworth Hospital is a charity
Epworth Hospital is a paradigm of the modern charitable hospital which responds to contemporary needs.

Epworth Hospital is a charity because it reflects the range of charitable criteria expressed in the common law definition including:

· Religious motivation;

· Caring for sick;

· A not for profit basis;

· Motivated by community benefit; and

· Education as expressed through its function as a teaching hospital.

The definition of charity found in the Statute of Charitable Uses has a timeless flexibility which has allowed Epworth to transform itself in keeping with social and economic demands.

Epworth is entitled to income tax exemption for its charitable programs.

We observe that the fact that we do receive taxation and other benefits obliges us to maintain efficiencies so that we do not waste what we receive.  To achieve this, Epworth participates in a number of benchmarking exercises where the performance is measured against peer hospitals.


Recommendation 1:

The common law definition of charitable is an appropriate definition to reflect the many activities and motivation of a modern non-profit hospital.

6. Epworth Hospital is a public benevolent institution

Epworth is a public benevolent institution (PBI).

PBI standing provides Epworth with tax deductibility and exemptions from taxes, including some under State law.

Tax Deductibility

Tax deductibility of donations substantially motivates philanthropy.  It is a proven catalyst for generous giving.

Exemption
By virtue of its status as a PBI, Epworth is exempt from:

· fringe benefits tax for benefits up to a defined value;

· pay-roll tax on wages paid.  

They amount to substantial savings for our hospital operations.

Recommendation 2:
Special concessions ought be given to institutions which deal with those needs in our community which are perceived to be the greatest.

Recommendation 3:
The “direct relief” requirement for a PBI should be removed.

Recommendation 4:
Epworth believes that there is merit in an approach to law whereby these central definitions such as PBI ought be set by the Commonwealth government and not varied in relation to fiscal and other applications in States or Territories.

The many services Epworth provides would be curtailed or, at the least, radically reduced should the entitlements attaching to PBI standing be impacted on by any redefining of the term.

Demand for these services would not disappear, with the services themselves being pushed into the already over-stretched public sector.

We set out below a list of services we currently offer which would be extinguished or otherwise badly effected by a removal of PBI status.

· Nursing Education

We have an internal Nursing Education Department to ensure nurses update and maintain skills.

We employ a Chair in Contemporary Nursing to ensure continuing education for all nurses.  We educate undergraduate nurses, and allied health professionals.

We train graduate nurses for no reimbursement (currently 40 per annum).  We provide and subsidise post-graduate critical care education (17 per annum).

If the Nursing Education Department were to be wound up, we believe that all hospitals would suffer because Epworth could no longer train nurses.

· Medical Education

Epworth is one of very few private hospitals that has official affiliation with a University medical School, and is accredited for both undergraduate and post graduate medical education.  

As this is predominantly unfunded, only limited facilities can be provided.  

Without charitable status, the hospital would be unable to provide any service.

Epworth employs a Clinical Dean who works in conjunction with the university in the provision of medical education.

· Centre for Molecular Biology

We provide $250,000 per annum to this centre for research into the ageing process.

· Victorian Civil Ambulance Service

We provide training for ambulance officers in our ICU and Cardiac Critical Care areas. 

· Overseas Aid

We regularly provide theatre facilities for facially disfigured patients (at no cost) from overseas (e.g currently Maria Grace Respall from the Philippines and four Bosnian children last yea).

· ICU / Critical Care

Epworth’s ICU and Critical Care Services provide a tangible relief to public hospital patients during times of high utilisation of critical beds in the public hospital system.  We are classified at the highest level in relation to ICU services, the provision of which is not fully funded by any fees charged.

· Area Disaster Plan

Epworth is a major part of the Melbourne and Metropolitan Disaster Plan.

· Emergency Department

If Epworth did not have an Emergency Department in this area all these patients would be in public hospital emergency rooms (attendances in Epworth Emergency average 30,000 per annum).  Due to the Emergency Department and Epworth’s ICU/Critical Care facilities we attract very ill patients of whom many are elderly with complex problems – these patients would also be normally occupying public hospital beds.  These patients then need social workers and the follow up community care nursing that Epworth provides.

· Pastoral Care

A full Pastoral Care Service is provided to all patients by full time paid hospital chaplains.

· Children’s Ward

We operate a Children’s Ward (at considerable cost) as a facility for our Emergency Department to ensure adequate care for our paediatric patients.

· Non-paying Patients

On a regular basis Epworth provides concessions to patients who are unable to meet the cost of hospitalisation.  Some of these result from presentation to the Emergency Department, and are either too ill to transfer or there are no beds available in the public sector.

Epworth also provides concessions to the clergy.

History of Epworth Hospital: a mission of the church

Since 1880, the need for hospitals for persons of modest income became apparent.  Such hospitals were needed to bridge the gap between public and private hospitals.  The public hospitals funded by government were intended for indigent people and casualties only.  By contrast, private hospitals could be afforded by the relatively wealthy alone.  Hospitals for persons of modest income were called “intermediate hospitals”.  

Public hospitals were stretched beyond their limit despite the intention that only the poorest people should be admitted to them.  In this situation, it was a worthy objective for the Christian Church to cater for the hospital care of people on modest incomes.

Epworth Hospital was founded in 1920 by the Victorian Conference of the Methodist Church of Australasia.  Epworth is now an agency of the Uniting Church in Australia.

In 1998 Epworth purchased (by loan funds from National Australian Bank) Bethesda Hospital, the first example of an intermediate hospital in Melbourne, from The Salvation Army and continued and enhanced its tradition of patient care.

Legal profile : Epworth Foundation Act 1980

In 1980, the Victorian Parliament established a body corporate to be called “Epworth Hospital” as successor to and to acquire the assets held or used for or in connection with Epworth Hospital and to provide the services previously provided by that hospital.  The legislation was developed so that the State Government of the time would provide guarantees for loan funds for a substantial building redevelopment. 

The Epworth Hospital Act was amended in 1997 for various reasons all recognising the charitable status of Epworth.  The title of the Act was changed to Epworth Foundation Act 1980, and Objects for the Foundation were inserted.  

Objects
Amongst the Objects were the following:

· To promote the treatment of each patient in a manner that accords with the respect due to a person before God, according to the beliefs of the Uniting Church;

· To promote and provide funds in Australia for charitable purposes located in Australia and being undertaken solely in Australia including, without limitation, providing funds to an entity or trust whose purposes or objects are wholly charitable and wholly carried out within Australia.

· To conduct and maintain a hospital or hospitals in Australia;

· To promote and fund medical and health care research of any kind in Australia that is, or is likely to be, of benefit to the community

· If upon the winding up or dissolution of the Foundation there remains (after satisfaction of all its debts and liabilities) any property whatsoever, the same shall be given or transferred to the Uniting Church in Australia Property Trust to be appointed solely for charitable purposes.

Disposal of Assets

On the winding up of Epworth, all property is to be transferred to the property trust.  The Property Trust means the Uniting Church in Australia Property Trust (Victoria) constituted by the Uniting Church in Australia Act 1997.

Management

A Board of Management of eleven members governs the Hospital.  The appointment of six of these members is confirmed by the Synod of the Uniting Church in Victoria.

Present and future financial support for Epworth

· Epworth is able to be up with the latest in medical and surgical developments because of tax concessions extended to it by virtue of its being a charity.  We believe that we could not operate all services presently provided if we did not have these concessions.

· In addition, for fundraising, Epworth relies on enormous community good will.


The Epworth Medical Foundation (EMF) is the fundraising arm of Epworth.  EMF is run by a 3-member team with the help of voluntary committee members from the corporate sector as well as from the general community.  Members raise sums by selling raffle tickets and signature items, holding bookstalls and by donations.  Members enjoy fellowship as they co-ordinate various fundraising activities raising their own sense of valuable participation.  The volunteers in the Foundation and its various committees are well deserving of praise.

Epworth sees no change ahead for the funding of not-for-profit hospitals.  Mixed funding coming from philanthropy and community support, from tax concessions provided by government, and from fees charged for services given will remain as the financial underpinning of Epworth.

Purpose and activities

The Inquiry asks with respect to those charitable organisations that perform a wide spectrum of activities, whether it is appropriate to base definitions on each of the activities separately.

Epworth conducts a wide variety of activities all of which are medical in nature.

In the view of Epworth Hospital, each of its activities are conducted for the same purpose with the same motivation.  To slice off particular activities and describe them in different terms will transfer energies of management to the barriers rather than to the activity.

Epworth is a business equal in size to some of the biggest private companies in Australia in terms of revenue turnover.  To declare, however, that it should be treated by government as a private business would be to entirely misrepresent it.  

Epworth’s commitment to caring for patients in the context of its not-for-profit heritage declares its difference from those which operate for a profit motive alone.

Epworth is motivated in what it does by what benefit will accrue to the community rather than by how much programs cost, or how much income will be generated.


Recommendation 5:

To define various activities differently from the main purpose of a charity is not only contrary to a commitment to the expression of Mission through all activities, but will create artificial barriers and add complicating elements for future structuring of organisations.

Epworth serves government

· Epworth Hospital provides a service to the public but also to government.  This is because it complements the health care which government already provides to the extent of its financial capacity.

· Epworth provides an excellent teaching hospital.  We note that all medical teaching hospitals are either government based or non-profit teaching hospitals: there are no profit-driven teaching hospitals.

· Epworth has a high reputation as a teaching hospital for both post-graduate and under-graduate medical and nursing courses.  It is committed to the contribution it makes to medical education.  It believes that as a not-for-profit hospital it has a significant role to play in this area, particularly at a time of declining education programs in the public hospital system.

· If not for government support indirectly through exemption from income and pay-roll taxation (and other tax concessions) there would not be money available within Epworth’s resources to continue its outstanding teaching program.  An end to the program would diminish Australia’s medical education.

· Continuing pressure on the public health sector has caused universities to seek alternative training outlets.  Epworth’s reputation as a teaching hospital for both graduate and under-graduate medical and nursing courses has gained even further ground.  Epworth is there to help government and to advance medical education.
· Epworth’s Emergency Department sees up to 600 patients each week, a clear reflection of its vital role in Victoria’s healthcare.  Epworth cares for all people who seek its services in the Emergency Department.  This facility helps government and the community.
Commercial activities are necessary to support the mission of Epworth Hospital

In Australia, where there is limited philanthropic giving, and where government funding is insufficient to meet demands of health care across Australia, it is important that government acknowledge the place of surplus as a drive for the non-profit sector.

Epworth Hospital is an example of an organisation which uses its surpluses to continue to provide excellent health care.  All of the surplus is redirected to hospital activities.  Any funds generated are repositioned back into Epworth’s expansion and maintenance.

Epworth Hospital is a major contributor to Australia's social capital and its services benefit the entire community.  At present, it accommodates many aged patients, unable to be relocated out of the hospital Epworth believes that it must keep places for these elderly persons until such time as appropriate alternative accommodation arises, and it achieves this at considerable cost to the hospital.


Recommendation 6:

The provision of tax breaks and tax concessions to non-profit hospitals gives those hospitals the best chance to continue to exist and to continue to provide contemporary and high quality services to Australians.

Conclusion

Epworth is grateful for an opportunity to participate in the review and development of legal programs definitions.  Epworth would be pleased to respond to any further questions which might arise from an examination of its submission or indeed from other submissions.  If the Inquiry considers formal opportunities for oral presentation of submissions to be useful, Epworth Hospital would be pleased to participate.
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