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EXECUTIVE SUMMARY

The WA Division of the RAAF Association is a ‘not for profit’ organisation, incorporated within Western Australia since 1953. It is licensed under the Charitable Collections Act and Public Benevolent Institution status was granted for the Veterans Home Appeal Fund by the Australian Taxation Office in May 1994. More recently, the Association’s charitable status was confirmed by the Australian Taxation Office on 8 June 2000.

The Division provides welfare services; retirement village accommodation; residential aged care services (both Nursing Home and Hostel); home and community care; and serviced apartments for its members, other members of the Ex-Service community and members of the general community. It also maintains and operates the Aviation Heritage Museum of Western Australia.

RAAFA depends on the income from its commercial activities (retirement villages) to fund its charitable activities. These funds empower RAAFA to support the residential aged care services, welfare services, and museum and to meet new needs (such as home care), and to be able to respond to changing conditions.


The Western Australian population is becoming older, and people are living longer. The trend to a much longer life span is increasing and will have an impact on the demand for charitable and NFP services for the aged. Capital funding to meet this increased demand will not be available from Government which will struggle to meet recurrent costs.
An organisation should be defined by its structure and its activites defined by the nature of the activity. Tax or any other treatment of an organisation should be determined  by a combination of ‘organisational definition’ and ‘nature of activity’.

RAAFA supports a proposal by ACSWA that a definition of ‘charity’ could perhaps be:

‘a not for profit organisation with a dominant purpose that is either:

· the relief of poverty

· the needs of the aged

· the relief of sickness or distress

· the advancement of education

· other purposes beneficial to the community.

SUBMISSION

The Committee invites charities and related organisations to provide information about their organisation, and about the current social and economic environment they operate in, including how that environment is changing.
The WA Division of the RAAF Association is a Not for Profit (NFP), Ex-Service Organisation (ESO) that provides welfare services; retirement village accommodation; residential aged care services (both Nursing Home and Hostel); home and community care; and serviced apartments for its members, other members of the Ex-Service community and members of the general community. It also maintains and operates the Aviation Heritage Museum of Western Australia.

The WA Division has a current membership of 4200, approximately 15% of whom volunteer their services in support of the operation of the Division’s activities.

RAAFA’s initial activities were mainly of a social nature, however it did contribute to the WA Centenary Year by the restoration of the first aircraft successfully designed and constructed in WA, an activity which was to presage the subsequent collection of significant parts of WA’s aviation heritage. The 1930s saw the inauguration of memorial services, but it was not until the outbreak of WWII that the Association found its role as a direct supporter of the armed services and Servicemen. 1940 saw the formation of the RAAF Comforts Fund to supply amenities of all kinds to those serving in the RAAF and Allied Air Forces; and subsequently established a recreational centre for airmen, the ‘Rendezvous’ in William Street, Perth. The establishment of Air Force Memorial House followed in 1953 and in 1955, the Association determined that it would bid for funds from the RAAF Veteran’s Residence Trust to erect a home or homes for necessitous airmen. It achieved this by selling Air Force Memorial House and purchasing land at Bull Creek. The Division then raised funds through public donation and other fund raising activities to construct 60 single bedroom units for indigent ex-servicemen. It was this fund raising work that gained the Association its charitable status in 1960, although the dream was not realised until the construction of the units at Bull Creek in 1970.

After construction of the initial units, the Division recognised the eventual need for aged care services for ex-service personnel and their dependants. It also recognised the limits of available government funding and support and undertook the commercial activity of retirement village development to help fund the Division’s charitable work in welfare, residential aged care and museum development. 

The Division is recognised as a Public Benevolent Institution and currently operates 850 retirement units spread across 4 retirement villages; 140 residential aged care beds, located on two of the villages; 20 serviced apartments; the Aviation Heritage Museum; and four Licensed Clubs (located on each of the villages). The Division has successfully tendered for the provision of home care services through the Department of Veterans’ Affairs ‘Veterans’ Home Care’. 

What are some of the major social and economic factors affecting the ‘attributes, purpose and behaviour’ of your organisation, and what are the implications for how your organisation is or should be defined?

RAAFA’s retirement villages and aged care facilities started from a purely voluntary base, but the organisation has matured to become more dynamic and complex due to the spread of its activities. Legislative and administrative regulations dictate the need for professional management, however, the fundamental charitable purpose for which the organisation was commenced has not changed.

RAAFA depends on the income from its commercial activities to fund its charitable activities. These funds empower RAAFA to support the residential aged care services, welfare services, and museum and to meet new needs (such as home care), and to be able to respond to changing conditions.

Socially, the demand for our ex-Service related services will peak in 2007 when the last WWII servicemen and spouses will have reached their late 80s and 90s. However, they will be replaced by the increasing numbers of post war ‘baby boomers’ who will be approaching their senior years in the middle of the decade. In line with that change will be a continuation of the current trend in aged care for the provision of services in the home. There will be a reduction in services in residential aged care facilities, for other than the most frail and those requiring significant clinical care.

Seniors, people aged over 60 years of age, now account for 14% of WA’s population and will increase to 22% by 2021. The Western Australian population is becoming older, and people are living longer.  Today, a woman aged 60 can expect to live to about 84 years, and a man to about 80 years.  The trend to a much longer life span is expected to increase. These age profile changes will have a tremendous effect on the supply and demand for community based services.  It is certain that there will be an impact on the demand for charitable and NFP services for the aged.

Economically, these demands will increase the cost of health and social services to the aged, while at the same time, the numbers of those in the workforce able to contribute to taxation to meet these demands will fall. Demand on government for service provision will be so great that what little capital funding for services currently exists, will be diverted to recurrent funding for service delivery in the home. 

What do you think will be some of the major influences on the environment in the coming decade, and what might this mean for how your organisation is defined?

The RAAF Association will find itself with an aging membership base and much of the voluntary work carried out by its members will need to be purchased. The organisation’s status as a charity may help it to replace some of its volunteers from the general community, but the greatest source of income will be from its commercial activities.

Removal of special tax status and concessions to RAAFA will result in removal of services from the people mostly in need and incapable of looking after themselves.

How have your organisation’s ‘attributes, purpose and behaviour’ changed over recent years, and has this involved any change in how your organisation has been or should be defined for various purposes?

RAAFA’s attributes, purpose and behaviour have not changed, but the services RAAFA provides, have evolved with the social evolution of changing needs and expectations. Service delivery has moved from an emphasis on residential aged care to the provision of home services.

As outlined earlier, RAAFA has had to enter into commercial  activities to supplement and cross subsidise its aged care services. This is not a new phenomenon, as many operators have always participated in minor business activity to supplement their charitable activities. This has always been recognised by the ATO who adopted a ‘rule of thumb’ that up to 20% of income could come from commercial activities. However, with the removal of direct government capital funding, commercial operations have had to significantly increase in an attempt to makeup the shortfall.

What are the key characteristics of the current social and economic environment for the sector as a whole, and what significance do these characteristics have on how various parts of the sector are or should be defined?

With the departure of the Government from the capital funding regimes of the past, the economic environment becomes harder for the NFP organisation which may well have provided services with inadequate regard for cost. All organisations have to adopt best business practice for all their activities. At the same time, recipients are no longer ‘just thankful’ for the services they receive. They have a belief on their  entitlements and rights and generally expect champagne services at beer prices.

Do these influences impact differently, with different definitional consequences, on various parts of the sector?

No. they apply equally to all parts of the sector. For Profit operators may have a slight advantage in that many of them are newer to the sector and have therefore applied more current  managerial practices to their operations. In some respects, they have set the new benchmarks for service delivery.

Are there factors which impact differently on for-profit organisations delivering similar services to not-for-profit organisations?
In the marketplace, there are no external factors which impact differently on NFP and FP operators. Surprisingly, recipients of care from FP operators have a lower level of service expectation from FP operators because they realise that a profit has to be made and there may therefore be financially imposed limits by the service provider. Expectations from a NFP provider are often higher because of the belief that a NFP does not have to return a profit and can therefore provide more at a lower cost.

The other factor is one inherent in the attitudes of the NFP and FP operators. The NFP operator will establish itself where there is a need and if necessary, will cross-subsidise non profitable areas of operation from profitable ones. In general, the FP operators only establish themselves in areas which will return a profit, or seem likely to. Non-profitable areas are left to the Government or NFP operators.

Should definitions be based on the purpose of the activities carried out by the organisation only, or on the nature of the activity?

Any definition based on ‘purpose’ of an activity will always leave it open to subjective argument about whether that purpose is charitable or not. The objective definition of an activity by its charitable nature, such as currently occurs with the ATO in respect of GST treatment, should give rise to greater certainty about the nature of the activity.

Should account be taken of multiple purposes, or is it appropriate to rely on the sole or dominant purpose of an organisation in order to define it?

Organisations should continue to be defined by their dominant purpose, ie religious, community service, not for profit, or for profit.

What methodology is appropriate to determine when a purpose is secondary?
If activities are to be classified by their nature, then there should be no need to be concerned about secondary purposes. An organisation should be treated through a combination of ‘organisational definition’ and ‘nature of activity’.

For organisations, such as religious organisations, that perform a wide spectrum of activities, is it appropriate to define the various activities differently?

Yes. 

Is it appropriate to distinguish between commercial and non-commercial activities undertaken by charities and related organisations?

It is unnecessary if there is to be a combination of ‘organisational definition’ and ‘nature of activity’, as currently exists under GST legislation.
Is there an expectation that charities and related organisations will undertake commercial activities in order to perform their core purpose effectively?  How should these activities be defined and should they have a role in determining the definition of the organisation

In the absence of direct government funding for capital and infrastructure, charities and NFP organisations have no choice but to undertake commercial activities to obtain funds to cross-subsidise their non commercial activities. Public donations are spread thinly and Corporate Philanthropy is not a significant factor in the overall scheme of charitable service delivery.

The activities being undertaken should have no effect on the definition of the organisation. An organisation should be defined based on its objectives and the eventual distribution of its surpluses.

PBI status eligibility has been rarely provided by the ATO over the past few years.  The value of having PBI status is now questionable with the introduction of GST.  The status of a Charitable Organisation (DGR) meets all the criteria set down for a PBI, including the ambiguous  “arouse pity or compassion in the community”.

Is your organisation ‘defined’ as a charity, PBI, religious organisation or community service not-for-profit organisation for the purposes of any law or administrative practice?

The RAAF Association is a ‘not for profit’ Association, incorporated within Western Australia since 1953 and has been licensed under the Charitable Collections Act (license number 17615) since 1960. That license was only recently renewed on 12 August 1999. 

The State Taxation Department recognised the Association as a charitable body when granting exempt status from financial institutions duty in May 1985. Similarly, Payroll Tax exemption was granted in August 1994.

Sales Tax exemption was confirmed in April 1987 by the Australian Taxation Office and Public Benevolent Institution status was granted for the Veterans Home Appeal Fund by the Australian Taxation Office in May 1994. More recently, the Association’s charitable status was confirmed by the Australian Taxation Office on 8 June 2000. 

Is your organisation ‘defined’ differently by different agencies or jurisdictions?

No. However, Local Government has recently attempted to levy taxes and charges based on the ‘charitable purpose’ of the organisation’s activities, rather than based on the definition of the organisation as a charity.

Does the current definition of your organisation impose any constraints on the ability of your organisation to provide services?

No. 

Does the current definition of your organisation impose any constraints on your ability to adjust your ‘attributes, purpose and behaviour’ to respond to changing demands?

No.

Do current definitions allow regard to be taken to the social and economic environment that your organisation operates in?

Current definitions provide for ‘abject poverty’ such as existed in 1601 and as late as the early 1990s. They do not adequately provide for the ‘new poor’ and what is understood by that term. 

Do the terms ‘charity’, ’religious organisation’ and ‘community service not-for-profit organisation’ continue to have relevance in the current social and economic environment?

Yes, the terms ‘religious’, ‘not for profit’, and ‘community service’ remain relevant and define differing types of organisations with differing philosophical bases. Each may be a charity, but there will be some of each type that do not operate as charities. A review of the definitions to remove overlaps and simplify the terms may be advantageous.
Do the four ‘purposes’ of charity in the common law continue to have relevance?

Yes. As only religious bodies have religious purposes, they could be separately defined and treated, rather than included in the definition of charity.
Is the concept of PBI of continuing relevance?

The definition of PBI replicates many of the features of charity with an emphasis on degree of need. If charitable organisations are to be clearly defined and activities are to be defined by their nature, then the tax status of combinations of organisations and activities can be clearly defined. PBIs would then no longer be relevant. 

Is there a place for ‘direct’ assistance to be distinguished from other forms of assistance?
No. Much of the direct assistance provided to those in need, requires indirect assistance. A good example of this is the recently launched Veterans’ Home Care Program. Before direct assistance is provided, the level and types of assistance required is assessed by a different organisation to the service provider. This assessment is a form of indirect assistance.

Should the definitions of charitable, religious and community service not-for-profit organisations be left to the courts or enacted in legislation? What are the advantages and disadvantages of the different approaches?
Common law evolves slowly because either the concepts are not tested in court or when tested, are judged on precedent rather than contemporary norms. A legislated framework provides the opportunity for change as societies norms change, through either legislative reform or judicial interpretation and practice.

If your organisation operates overseas, are there any particular issues regarding the definitions used in Australia compared to those in other countries that affect the international activities of your organisation
Not applicable.

What do you regard as the framework and key criteria that could form the basis for the classification of charitable, religious and community service not-for-profit organisations?

The categories currently used by the ATO are adequate.

Do you have a preferred definition of a charitable, religious or community service not-for-profit organisation and, if you believe relevant, PBI?

RAAFA supports a proposal by ACSWA that a definition of ‘charity’ could perhaps be:

‘a not for profit organisation with a dominant purpose that is either:

· the relief of poverty

· the needs of the aged

· the relief of sickness or distress

· the advancement of education

· other purposes beneficial to the community.

Organisations could then be religious charities, community service charities etc. Government would need to define, legislatively, what constitutes ‘purposes beneficial to the community’
Would it be desirable to split out different types of activities into separate entities for definitional purposes? What would be the implications of such an approach for your organisation?

No. A combination of ‘organisational definition’ and ‘nature of activity’ precludes the need for such an action.
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