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18 January 2001

Hon Ian Sheppard AO QC Chairman Inquiry into the Definition of Charities and Related Organisations C/‑ The Treasury Parkes Place PARKES ACT 2600

Dear Sir

The National Heart Foundation of Australia is pleased to present this submission to the Inquiry into the Definition of Charities and Related Organisations.
The Heart Foundation supports the Inquiry and its purpose to examine the legal and administrative framework for charitable bodies in Australia.

It is our belief that an enhancement of the definitions and guidelines of operation for charities should increase public confidence in the integrity of charities in Australia, and therefore further their ability to fulfil their important work in the community.

The Heart Foundation would welcome the opportunity to elaborate further on this submission and to any questions and issues raised by the Inquiry.

Yours faithfully

Professor Andrew Tonkin 
Director of Health, Medical and Scientific Affairs

Heartline 1300 36 27 87

Website www.heartfoundation.com.au
Executive Summary

1.
The National Heart Foundation of Australia (NHF) welcomes the opportunity to make comment to the Inquiry into the Definition of Charities and Related Organisations. The NHF understands that Government wishes to ensure that the legislative and administrative framework within which such organisations operate is appropriate.

2.
This submission is presented within a framework which follows the order in the issues Paper which has been made available.

3.

Information about the Organisation ‑ Overview of the NHF (p6)
i.
The NHF is a federated entity comprising a national body and Divisions in Queensland, New South Wales, Victoria, Tasmania, South Australia, Western Australia, Northern Territory and the Australian Capital Territory. The National Heart Foundation of Australia is a public company limited by guarantee as are five of the Divisions (Queensland, New South Wales, Victoria, Tasmania, ACT). The other three Divisions (South Australia, Western Australia, Northern Territory) are incorporated associations. The National Heart Foundation of Australia, and each State and Territory Division, has been separately endorsed by the Australian Taxation Office as an income tax exempt charity (Item 1. 1 ‑ charitable institution, subdivision 50‑5 of the Income Tax Assessment Act 1997), and as a deductible gift recipient (Item 4. 1.1 ‑public benevolent institution, subdivision 30‑B of the Income Tax Assessment Act 1997).

ii.
Stated briefly, the mission of the NHF is to improve the cardiovascular health 
of all Australians and reduce disability and death from heart disease and stroke. However, in particular, cardiovascular disease most affects those who are socio‑economically disadvantaged and is the major cause of their ill​
health. Because of this, and the focus of the NHF's activities, the NHF provides "direct relief for the benefit of disadvantaged sections of the


Australian community". 

iii. The role of the NHF is vital, because cardiovascular disease is the leading cause (41%) of deaths in Australia, the major component (12%) of direct health costs and also the cause of much impaired quality of life causing physical, social and emotional disability for both patients and their families.

iv. To best achieve its mission, the NHF undertakes activities across the entire health‑disease spectrum. These activities include prevention programs directed to the major cardiovascular risk factors and to particular populations at high risk of disease; medical activities include direct programs with cardiac patients and other programs that promote improved quality of care of patients and which support their families and the general community; and research into the causes, prevention and treatment of cardiovascular disease. The activities of the NHF do change from time to time based on Australian and international evidence for best practice in prevention and health promotion, and the resultant obligation of the NHF to seek the optimum return on investment with regard to health outcomes. In its activities, the NHF fulfils all criteria for current definition of a PBL
4. The major social and economic factors affecting the NHF: (p8)
i.
The great increase in size and composition of the charitable sector, including those linked to cardiovascular disease. (p8)
ii.

The complex business environment. (p8)
Other important and relevant factors for Australia and the NHF
i.

The huge burden associated with cardiovascular disease. (p9)
ii.
Progressive ageing of the Australian population which will only increase the relevance of the NHF. (p9)
iii. The burden in disadvantaged and other minority groups. (p10)
iv.
The importance of prevention of cardiovascular disease to individuals (for their wellbeing) and to the Australian community as a whole (to reduce the major component of health costs for all Australia). (p10)
v.
The importance of NHF‑funded research for elimination or minimisation of the impact of cardiovascular disease. (pll)
5. Changes in the attributes, purposes and behaviour of the NHF
i.
Recognition of the increasing importance to also work "upstream" with various levels of government and health professionals in prevention and medical activities. (p12)
ii.
Assisting and empowering communities, families and individuals such as through a National Call Centre, and providing supporting materials. (p12)
iii. The need to be responsive to funding difficulties because of competition for donations ‑ seeking funding sources other than the general public. (p13)
iv. Role in National Policy development by work on peak government committees. (p13)
v. Other activities. (p14)
6. Comments on existing definition of "charities" and related organisations.
(p14)
i.
The NHF believes the definition should be based on the purpose or mission of the organisation, ie. the sole or dominant characteristic of the organisation should be used to define it. The activities carried out by the organisation should be determined by the organisation according to constituent need and best practice. Other activities, eg. fundraising can be determined to be appropriate according to whether they support the underlying mission of the organisation. (p14)
ii.
It should be expected that charities and related organisations will undertake commercial activities in order to perform their core business effectively. This is because of the current pressures on fund raising and expenditure of the charitable dollar, and a decrease in funding for health‑related activities from other core sources, eg. governments. (pl4)
7. The National Heart Foundation is defined as a PBI for the purposes of law and administrative practice. (pl5)
i. The current definition of our organisation does not impose any constraints and ability to provide services.

ii. Although at this time the current definition does not impose any constraints on 
the ability of the National Heart Foundation to adjust its "attributes, purpose 
and behaviour" to respond to changing demands, i ' t should be anticipated that 
an increasing emphasis on prevention as well as research may lead the organisation to work more "upstream" rather than directly with individuals in 
the community in order to best achieve its mission.

iii. The NHF believes that the terms "charity", "religious organisation" and 64community service not‑for‑profit organisation" continue to have relevance. However if it is established that the organisation fulfils the obligations of an organisation for which taxation concessions are appropriate, this distinction may not be required.

iv. With greater emphasis on "upstream" activity, we do not believe there should be any differentiation between direct and other forms of assistance as long as these are all directed towards the primary mission of the organisation. (pl5)
v. We believe that the definitions of charitable, religious and community service not‑for‑profit organisations should not be enacted in legislation as this would create difficulties in maintaining responsiveness in definitions to changing social conditions. (pl5)
8. Definitions used in overseas

jurisdictions (pl6)
Of the overseas definitions and registration procedures, that which has been operated in Canada is seen as useful and relevant. In Canada, a "registered charity" is defined as "a charitable organisation, private foundation or public foundation" (or "a branch, section, congregation, parish, or other division" of any of these), but as "resident in Canada, that was established or created in Canada, and that is registered with the Minister of National Revenue." The process requires registration in Canada, subject to the satisfactory fulfilment of a number of criteria.

In the UK, a charity is defined as "an organisation set up for exclusively charitable purposes which carries out activities to achieve these purposes." The supportive framework provided for charities and the community by the Charities Commission of England and Wales is considered to be a useful model to provide principles and guidelines for operation within the charity sector. These guidelines, along with the requirement to publish a registered charity number on official documentation, help establish and promote public confidence in charities.

Summary comments: Options for enhancing the existing definitions (p17)
i.
The NHF presently is a "Public Benevolent Institution", being a "non‑profit body" which provides services to Australians affected by cardiovascular disease, which is clearly a condition "such as to arouse pity or compassion in the community". It also provides particularly "direct relief for the benefit of disadvantaged sections of the Australian community".

ii. The National Heart Foundation is an independent Australia‑wide, non‑profit health organisation funded almost entirely by donations from Australians. Because of this, the tax deductibility of donations to the National Heart Foundation is crucial to its ability to continue to meet the needs of the Australian community.

iii. Organisations such as the NHF should be classified according to these core health, medical and research functions as outlined, without regard to secondary activities such as fundraising provided these are all directed towards the Heart Foundation best achieving its mission. Whether or not changes are made to the definitions of charities and related organisations it is essential that the Inquiry does not lead to the disruption of the core functions of major charities such as the NHF.
iv. A review process should be initiated to ensure that activities continue to be directed towards the (acceptable) primary purpose of a charity. This could entail regular submission of a financial statement within an Annual Report, with an appropriate audit process.

The National Heart Foundation would welcome the opportunity to elaborate further on the questions and issues raised by the Inquiry.

Information about the Organisation ‑
Overview of the National Heart Foundation

i. Mission

The National Heart Foundation (NHF) was founded in 1959. Its mission, stated succinctly is: "To improve the cardiovascular health of all Australians and to reduce disability and death from heart disease and stroke."

Structure

The NHF functions as a federated organisation comprising a national body and Divisions in Queensland, New South Wales, Victoria, Tasmania, South Australia, Western Australia, Northern Territory and the Australian Capital Territory. The National Heart Foundation is a public company limited by guarantee as are five of the Divisions (Queensland, New South Wales, Victoria, Tasmania, ACT). The other three Divisions (South Australia, Western Australia, Northern Territory) are incorporated associations. The National Heart Foundation of Australia, and each State and Territory Division, has been separately endorsed by the Australian Taxation Office as an income tax exempt charity (Item 1. 1 ‑ charitable institution, subdivision 50‑5 of the Income Tax Assessment Act 1997), and as a deductible gift recipient (Item 4. 1.1 ‑ public benevolent institution, subdivision 30‑B of the Income Tax Assessment Act 1997). Activities of the NHF provide services directly to people in need of benevolent relief. Activities in each Division are managed by an Executive Director, and overseen by a Board of Directors. The membership of the National Board of Directors consists of the Presidents of the State and Territory Divisions and other members to provide appropriate balance. All Directors and many others work in an honorary capacity. The 1999 Annual Report gives further details.

ii. Range of activities

In particular, cardiovascular disease most affects those who are socio​economically disadvantaged and is the major cause of their ill‑health. Because of this, and the focus of the NHF's activities, the NHF provides "direct relief for the benefit of disadvantaged sections of the Australian community".

The NHF believes that to best achieve its mission it is appropriate that it undertake a range of activities: providing direct support to heart patients and their families; prevention focussing on major risk factors and particular "at risk" populations; promoting most appropriate care of those with known disease; and research in the areas of basic science, clinical science and population health.

Direct services to heart patients and their families include activities such as provision of information and support through the national call centre, Heartline, and the associated literature program and internet site; provision of cardiac rehabilitation programs such as Heart Smart Tasmania, where the NHF, due to gaps in health services, is directly involved in supporting heart patients and their families in managing their condition, reducing their future risk and resuming normal life activities; supporting Aboriginal people to quit smoking through an extended program run in Aboriginal communities in an attempt to reduce high rates of smoking prevalence in this group; running "Diabetes camps" for Aboriginal Diabetics in Central Australia to provide advice about managing their illness and reducing complications; training thousands of people in CPR every year, to save lives and reducing the severity of primary and secondary events.

•
Health promotion activities particularly centre around the major cardiovascular risk factors including tobacco control, nutrition and physical activity, and programs directed to high risk populations, including Indigenous and rural Australians.

•
Medical activities include direct activities with cardiac patients, the development of clinical practice guidelines, maintenance of registers and monitoring of outcomes, and programs relating to general medical issues and blood pressure.

•
Research is a core activity and the NHF supports grants‑in‑aid across the entire range of activities from basic science to public health, leading to both better understanding of the causes of disease and more effective treatments, including health care strategies. Other key elements of the research program involve support of postgraduate medical and science research scholars. The NHF has committed $138 million to research over 40 years.

Not available

Table: A schematic of health ‑ disease: prevention, medical and research activities.

iii. Current Tax Exemption and Charitable Status

The National Heart Foundation is a Public Benevolent Institution and donations to the NHF are tax deductable. The National Heart Foundation of Australia, and each State and Territory Division, has been separately endorsed by the Australian Taxation Office as an income tax exempt charity (Item 1. 1 ‑ charitable institution, subdivision 50‑5 of the Income Tax Assessment Act 1997), and as a deductible gift recipient (Item 4. 1.1 ‑ public benevolent institution, subdivision 30‑B of the Income Tax Assessment Act 1997).

The NHF satisfies all major criteria of the Australian Taxation Office (Taxation Determination 93/11) that an institution is a public benevolent institution (PBI).
• Its main or principal object is the relief of sickness, suffering and distress.

• It is carried on without purpose of private gain for a particular person(s).
• It gives aid directly to those in need.

•
It also tries to prevent distress with sickness for those in the public who particularly, might develop cardiovascular disease.

•
It provides relief without discrimination to every member of the public which the organisation aims to benefit.

In addition, the NHF would be considered a PRI under Taxation Determination 92/197 as an institution which is established to provide advice and information to disabled persons, namely people with heart disease and their families. This is a specific function of the NHF through its Heartline call centre, literature program and internet site www.heartfoundation.com.au.
The implications of major social expectations and economic factors for relevant attributes, purpose and behaviour of the NHF
L
The great increase in the size and composition of the charitable sector in changing economic circumstances, including those groups associated with CVD
It is increasingly difficult for the NHF to maintain an adequate financial base for its work because of increasing competition for charitable dollars from an ever increasing number of charities.

The National Heart Foundation is funded almost entirely from bequests and donations from the general public.

Relatively new organisations in the CVD sector alone include Research Institutes (eg. Heart Research Institute, Victor Chang Research Institute, Baker Medical Research Institute and the Heart Research Centre), major Hospital Research Foundations and Hospital Departments of Cardiology and Cardiac Surgery.

The relative decrease in funding for health care from governments has been felt across the whole health sector and forced government organisations such as public hospitals into active and recurrent fund raising campaigns. This has increased competition among charities and provided a significant f1mdraising challenge for many charitable organisations. 

However, virtually none of the other charities who are associated with CVD, work in the same concentrated manner as the NHF in prevention, medical issues, cardiac rehabilitation and research into CVD, as well as with particular disadvantaged individuals.

ii. The complex business environment

The NHF is required to operate within an increasingly complex business environment that has been made more complex recently with the introduction of new taxation requirements relating to FBT and GST, and compliance with fund raising legislation. The NHF is also required to apply for, and administer, highly competitive grants. Each of these activities has added to the need to employ business managers with the ability to manage complex business transactions.

The complexity of the business and regulatory requirement for charities has increased dramatically in recent years without any significant corresponding benefits. Many under‑resourced charities have been affected by the need to address these complexities. By comparison, there have been several improvements to the regulatory environment for business in the last decade.

Other important and relevant factors for the NHF
L The huge burden imposed by cardiovascular disease

Cardiovascular disease (CVD) consists of heart disease, stroke and other important related conditions including other manifestations of atherosclerosis (eg. lower limb atherosclerosis) and hypertension.

Cardiovascular disease is the leading cause (41%) of death in Australia, the leading component (12%) of direct health costs in Australia and also the cause of much impaired quality of life. Close to 3 million Australians (16% of the population) have cardiovascular conditions and coronary heart disease is the largest single cause of death, claiming 29,051 lives in 1997. Stroke is Australia's second greatest killer after coronary heart disease, claiming 12,133 lives in 1997.

About 80% of the adult population have at least one of the following cardiovascular risk factors: tobacco smoking, physical inactivity, high blood pressure, or overweight. Around 10% of the adult population have 3 or more modifiable risk factors. In 1996‑97, there were 421,516 hospitalisations for cardiovascular conditions (8% of all hospitalisations).
ii. Progressive ageing of the Australian population

The incidence of CVD increases with advancing age. Already the 12% of the Australian population aged 65 years or over account for 60% of hospitalisations from cardiovascular disease. Associated with this it is projected that the burden of the elderly with coronary heart disease, hypertension, heart failure and stroke will progressively increase. Progressive ageing of the Australian population will only increase the burden of CVD and the relevance and demand for activities of the NHF, will also only increase.

This need will be accentuated by a relative reduction in health care funding from governments.

iii. The burden in disadvantaged and other minority groups

As indicated in the table below, cardiovascular disease is the major factor underlying the poor health of Australians in lower socio‑economic groups. The relationship between disease and socioeconomic status is graded and continuous and because of this, the NHF specifically examines its programs for the extent to which they impact on those in the lower socio‑economic groups. This need is heightened by the reduced social cohesion and support in Australia over recent decades.

The NHF has been one of the lead organisations striving to improve the, health of Aboriginal people and Torres Strait Islanders. It has also adopted population approaches to improving the cardiovascular health of the 30% of Australians who live in non‑metropolitan areas, to children and adolescents and is developing programs particularly directed towards those with a primary language other than English.

iii. The importance of NHF prevention activities

There has been a marked and progressive decrease in age‑standardised death rates from cardiovascular diseases, since a peak in 1967. Independent analyses have shown that this relates both to a decrease in the incidence of events such as heart attack and stroke (in turn related to a decrease in prevalence of risk factors such as high blood pressure, cholesterol and smoking) and to better treatments which has led to decrease in case‑fatality rates with acute events such as heart attack. However partly as a consequence of this and the associated ageing of the Australian population, cardiovascular disease must be seen as a chronic condition with significant ongoing disability related to conditions such as heart failure.

The value of prevention of CVD has also been emphasised in the Commonwealth's 1998 National Health Priorities Area Cardiovascular Health report on Heart, Stroke and Vascular Diseases. Modelling showed that effective combined lifestyle measures (especially for primary prevention) and medical treatments (especially for secondary prevention) should decrease coronary heart disease events by around 37% and 47%, respectively.

The value of CVD prevention by NHF risk factor programs is amplified because of concurrent impact on other diseases; eg. effects of tobacco control on cancers and lung disease, and of physical activity on diabetes and asthma.

The "economic" benefits of CVD prevention for Australia are highlighted by the following Table which shows that of all direct costs associated with CVD, 40% relate to hospitalisation and around 15% to nursing home care (less than 1% relates to CVD prevention activities at this time).

The annual direct costs of cardiovascular disease to the Australian community are over $3.7 billion. One estimate is that complete elimination of cardiovascular disease, the ultimate mission of the NHF, would save the Australian community and taxpayers around $3 trillion. This requires not only prevention activities of the NHF, but research into unknown aspects relating to CVD.
iv. The importance of NHF research activities

Since its formation in 1959, the NHF has provided the equivalent of $138 million (in current dollar terms) to support the best quality, peer‑reviewed research. This includes support of project grants (declared priority areas at present include public health research, nutrition research and research involving socially disadvantaged groups), post graduate medical and science scholarships and overseas research training fellowships.

In its research initiatives, the NHF provides substantial contributions in parallel with the government process through the National Health and Medical Research Council with the ultimate aim of better understanding the causes, and prevention and treatment of cardiovascular disease, in accord with the mission of the Foundation. Elimination of CVD will ultimately be based on the comprehensive application of what we already know about preventing this disease and the most appropriate application of new research findings.

Changes in attributes, purpose and behaviour of the NHF
L
Recognition of the increasing importance of also working "upstream" in prevention.

Preventive activities are directed at the occurrence, progression or recurrence of illness. Prevention can be directed at individuals or families, but in conditions with a high associated burden such as CVD, prevention is directed increasingly towards communities and population groups. This is partly because of the magnitude of the problem and also the difficulties in accessing high risk groups such as those with socio‑economic disadvantage, Indigenous Australians and the elderly, who are less able to control their lifestyle and outcomes.

The relative inefficiencies associated with only direct communication as a major strategy to reduce the impact of high volume diseases can be illustrated. Modelling by the NHF in March 2000, showed that if it could reach one third of Australians affected by heart disease via community education talks about heart disease and how to prevent it (also motivating, distributing literature to 20 people/group) from health professionals (20 health professionals, giving 5 talks each week), it would take more than 61 years to address each of the population affected at a cost in excess of $300 per patient.

In addition to its "direct" work, "upstream" prevention activities:

•
Are undertaken with government to not only reduce the personal toll extracted by cardiovascular disease but the associated economic burden within the socio​economic environment. Presently around 40% of the direct costs associated with cardiovascular disease relate to hospitalisation and 13% to nursing home care. This underscores the importance of prevention not only for the Australian population, but also in terms of health economics.

•
As a particular example, there now is national and international evidence that the prevalence of smoking among adults and children can be reduced if appropriate resources are provided. The US Surgeon General, for example, has noted that we could halve smoking rates within ten years by applying what we already know. And because the relative risk of hospitalisation for heart attack associated with smoking is reduced by half within the first year after the cessation of smoking, one would expect to see changes in the rate of mortality from heart disease within a year after changes in smoking prevalence.

Work with 700 local governments to encourage physical activity, eg in the development of cycle paths.

Support other health professionals eg. medical practitioners and school teachers to disseminate information.

Assisting in the process of empowering communities and patients.

Increasingly, communities and patients are being encouraged to take greater responsibility in developing their own solution to their problems and needs. Such empowerment increases the relevance of activities of organisations such as the

NHF in providing reliable resources, eg. through Heartline, and guideline and patient information to support Chronic Disease Self‑Management Programs.

9
Heartline is a national call centre where for the cost of a local call any Australian can obtain information on matters related to cardiovascular disease. Most people contact Heartline to seek advice on ways to treat risk factors, such as blood pressure and high cholesterol, via behavioural and lifestyle changes. Those who call the Heartline receive help from trained, professional staff with provision of follow‑up material as relevant. For medical matters, patients are directed to appropriate medical practitioners, usually their general practitioner. The NHF not only provides materials describing heart disease, and investigations that might be undertaken (eg. coronary angiography) and treatment, (eg. coronary bypass surgery and coronary angioplasty), but also information to support patient self​management.

iii. The need to be responsive to funding difficulties

Increasing competition for public donation has required charities such as the NHF to seek sponsorship and funding for some core activities from other sources. However, when activities are in an area of mutual interest to the NHF and, for example private industry, the NHF has always required such arrangements to be directed towards achieving its mission to improve the health of Australians and not entered into any such agreement solely as a fund‑raising exercise. Members of an NHF Ethics Committee provide comment where there could be perceptions of conflict of interest for the organisation or any individual.

Some examples of alliances include:

•
Large‑scale clinical research trials, eg. the very large LIPID study of cholesterol​lowering therapy in patients with previous heart disease or unstable angina. Such clinical research studies conducted under the auspices of the NHF must meet important pre‑specified criteria, eg. be an original study, largely designed and initiated by individuals independent of industry, with capacity to improve cardiovascular health outcomes with application of the study results.

•
Funding of joint programs to which the NHF may contribute "in kind" expert advice, eg. development alternative models of cardiac rehabilitation.

Whilst these activities are important to provide additional funding for health programs, they also assist the Government in fulfilling its goal to encourage increased corporate philanthropy in Australia.

iv. The role of the NHF in National Policy Development

Staff and honorary members of the National Heart Foundation contribute significantly to major government committees and provide advice on policy relating to cardiovascular health and disease. These include Chairmanship of the Expert Advisory Group on Cardiovascular Disease, Membership of the National Expert Advisory Committee on Tobacco, the National Public Health Partnership, and the Steering Committee for the National System for Monitoring of Cardiovascular Disease.

The NHF has had a long and distinguished history of contributing to reform in the area of its expertise. It is well placed to play a part in public debate on important health issues and to make an important contribution to the development of public policy by responding to proposed legislation and commenting on public issues.

The NHF believes a charity should be able to engage in political activity if there is a reasonable expectation that the activity concerned will further the stated purposes of the charity and if the views expressed are based on a well‑founded and reasoned case and are expressed in a responsible way.

The nation would be impoverished if charities were cut off entirely from public debate and the opportunity to inform decision‑makers.

The NHF believes the guidelines of the Charity Commission of England and Wales (CC9 ‑ Political Activities and Campaigning by Charities) provide an excellent framework for involvement of charities in the political process.

v. Other activities

The NHF also seeks to support the Australian public by other activities such as the Food Information. Program (the Tick food program). This program works with food manufacturers to produce food products that satisfy strict criteria for nutritional value, which aids the general public in making healthy food choices.

Funds generated from the Food Information Program are used for random testing of products, to offset the administration of the program, and to support nutrition research and fellowships with the aim of improving the nutritional status of Australians.

Existing definitions of charities and related organisations used in Australia

L

The NHF believes that definitions should:

•
Be based primarily on the mission of the organisation and the purpose of the activities carried out by the organisation, rather than the nature of the activity, provided these activities are directed towards the accepted mission of t1he organisation.
•
Take account of multiple purposes of an organisation when appropriate, although for the NHF, the sole purpose is to prevent death and disability from cardiovascular disease, and therefore the organisation. should be able to direct its activities based on evidence of best practice rather than a legal prescription.

•
Use methodology to determine whether a purpose is "secondary" by matching the particular activity against the specified purpose (mission) of the organisation.
•
Distinguish between commercial and non‑commercial activities undertaken by charities and related organisations, only in so far as any commercial activities do or do not accord with the primary purpose of the organisation or not provide funding to enable this purpose to be fulfilled (ie. the organisation should be "not‑for‑profit").
In the current "social and economic environment" and climate of funding difficulties, it might also be expected that charities and related organisations may need to undertake commercial activities in order to perform their core purpose effectively. However these activities should be in accord with and might even contribute to achieving the purpose of the organisation.
ii. Although the terms "charity", "religious organisation" and "community service not‑for‑profit organisation" continue to have relevance, the distinction between them for taxation purposes has relatively little relevance. Therefore, if it is established that an organisation fulfils the obligations of an entity that is deserving of taxation concessions, this formal distinction between different categories should not be required.

The four "purposes" of charity in the common law are still relevant, however, based on evidence of best practice in health, "prevention" by working "upstream" for the benefit of individuals, rather than directly with them, should be incorporated into the definition. Hence it is the purpose of the organisation and the benefit derived from its work that drives the definition.

iii. The NHF is defined as a PB1, and this definition does not differ with different agencies or jurisdictions. This definition:

•
At this time, does not impose constraint on its ability to provide services, although the NHF focus in prevention has shifted to be more "upstream" rather than in "direct" contact with the public, and the NHF has increasingly required other support to enable it to achieve its mission.

•
At this time, only constrains the ability of the NHF to adjust its "attributes, purpose and behaviour" to changing demands, to the extent that it may not reflect the importance of "upstream" activities as compared to direct activities in prevention, and necessary fund‑raising requirements.

•
Takes relatively little account of the social and economic environment in which the NBF operates.

iv. The NHF believes that the primary "purpose" of a charity should determine whether or not it is "worthy" of special consideration for taxation purposes.

•
The concept of PBI has continuing relevance but with a clear definition of a charity that is worthy of taxation exemption, a separate category of PB1 may not be required.

•
It does not believe there is a place for "direct" assistance to be distinguished from other forms of existence. The major criteria should relate to the main goals of the organisation. The "test" should be whether an organisation has a mission or purpose which is beneficial to the community.

•
The NHF supports the intention of the Treasurer's media release No. 055 of 22 June 2000 and proposed legislation that "... organisations whose main activity is promoting the prevention or control of disease or illness in people can continue to access important tax benefits. These organisations are integral in promoting good health in Australia and make a significant contribution to educating Australians about matters such as diet, lifestyle and disease their principal activity may now be indirectly rather than directly relieving, for example sickness, distress or suffering."

v. The NHF believes that the definition of charitable, religious and community service not‑for‑profit organisations should not be enacted in legislation, as this would create difficulties in maintaining responsiveness in definitions to changing social conditions.

vi. The NHF believes it is important for there to be common definitions, regulations and guidelines for charities in Australia, rather than different conditions at national, state and territory level. This would provide both ease of administration and increased public confidence that charities are operating under a common framework, as with charities in England and Wales.

Definitions used in overseas jurisdictions

i.
A number of countries have defined "charitable organisation". The National Heart Foundation believes that a broad definition directed to the overall aims of organisations is appropriate. One relevant definition exists in Canada, where "registered charity" is defined as "a charitable organisation, private foundation or public foundation" or ("a branch, section, congregation, parish, or other division" of any of these), that is "resident in Canada, and established or created in Canada, and that is registered with the Minister of National Revenue." Canadian legislation then defines "charitable organisation", "private foundation", and "Public foundation" variably according to the particular entity. This Canadian definition requires registration and satisfactory fulfilment of a number of criteria.

In the UK, a charity is defined as "an organisation set up for exclusively charitable purposes which carries out activities to achieve these purposes." The supportive framework provided for charities and the community by the Charities Commission of England and Wales is considered to be a useful model to provide principles and guidelines for operation within the charity sector. These guidelines, along with the requirement to publish a registered charity number on official documentation, help establish and promote public confidence in charities.

ii. The NHF is a member of the World Heart Federation but the NHF does not operate overseas as such. Therefore, differences in definitions between countries do not impact directly on the NHF.
Summary Comments: Options for enhancing the existing definitions of charities in Australia

i.
The NHF presently is a "Public Benevolent Institution", being a "non‑profit body" which provides services to Australians affected by cardiovascular disease, which is clearly a condition "such as to arouse pity or compassion in the community". it also provides particularly "direct relief for the benefit of disadvantaged sections of the Australian community".

ii. The NHF derives the majority of its income from the direct bequests and donations from the Australian public. NHF fundraising and the ability of the Foundation to conduct work towards improving the cardiovascular health status of Australians would be seriously jeopardised should its charitable status be altered so that bequests and donations no longer be tax‑deductible.

iii. Any alternative definition of charitable, religious and community service not‑for​profit organisations should:

Be based particularly on the purpose of the organisation and the fact that they are "not‑for‑profit", funding only supporting its core activity(ies).
Enable (at least health‑related) "charities" to work upstream with government and not explicitly require direct interaction with individuals.

Concurrently recognise that to not discriminate against sections of the community, may require advocacy by a "charity" to government on behalf of disadvantaged sections of the Australian population.

Recognise the need to engage in fund‑raising activities other than those which rely only on bequests which are most often given in memory of family members and friends, providing that these other fund‑raising activities do not in any way compromise the mission of that organisation.
Allow for charities such as the NHF to also seek sponsorship for activities provided these are appropriate and that programs supported in this way are always clearly directed to the mission of the charity, and the process is transparent.

iv. A broad definition based particularly on the major purpose of the organisation would require splitting of different types of activities only to the extent that each ultimately contributes to or underpins this main purpose.

v. A review process could be initiated to ensure that activities of an organisation continue to be directed towards its (acceptable) primary purpose for it to continue to be worthy of tax‑emption status. The review could be based on regular submission of an Annual Report with appropriate iternisation, with an appropriate audit process.

There is a need for effective relationships between different levels of government to ensure synergy between State and Commonwealth administrative controls. This will also help ensure tax‑exemption status is provided only to those organisations which are deserving of this assistance.

