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Inquiry into the Definition of Charities

C/-  The Treasury

Parkes Place

Parkes  ACT  2600

By email:
submissions@cdi.gov.au
Dear Committee

Submission to the Inquiry into the Definition of Charities and Related Organisations

Background

The NSW Combined Group of Community Legal Centres represents the 38 independent community legal centres across New South Wales.  These centres provide free legal advice and assistance, community legal education and advocate for law reform and conduct community legal education.  Some centres are geographically based, others work with a specific disadvantaged sub-section of the community (for example, people with intellectual disabilities) whilst others are involved in advocating for the public good.  Most Centres are defined as Public Benevolent Institutions under the existing definitions.

Existing definitions

CLCs support the aim of the existing definitions to ensure maximum public and taxation support is given to those organisations working with disadvantaged members of our community for the public good on a non-for-profit basis.  We are concerned, however, at the somewhat arbitrary distinctions drawn between such organisations on the basis of how they work towards achieving this goal.  We are particularly concerned that organisations employing advocacy to achieve this goal are often excluded from receiving such public and taxation support.

There is a clear need, however, to up-date the so-called ‘four heads of charity’ and for much greater clarity about what constitutes a ‘charity’ or ‘public benevolent organisation’.  Without this there is some danger that public confidence in those agencies undertaking not-for-profit public good activities will be undermined.

Additionally, there is considerable confusion amongst organisations with PBI status about their rights and responsibilities, particularly in relation to the concept of ‘charity’.  We would support clarification of these issues via a public consultative process.

The role of the ATO

We are concerned that the ATO has become the de facto arbitrator in relation to rights and responsibilities of not-for-profit organisations.  It would seem inappropriate that the decision about an organisation’s tax status be decided by the ATO, which has a mandate to maximise the collection of tax.   We believe that investigation of other options for determining taxation status should be included in the public consultation process recommended above.

The impact of the change

The introduction of the GST on 1 July 2000 has had a major impact on not-for-profit organisations (be they charities, PBIs or others).  The administrative burden created by the GST and related changes have been enormous (particularly for smaller organisations) and largely unrecognised by Government.  On the 1 April 2001 the fringe benefit taxation treatment of PBIs will undergo further change.

Given the changes experienced over the past 18 months it would seem timely for the Government to provide a White paper on what role it sees for not-for-profit organisations and what other areas of reform it may be contemplating.

The activities undertaken by these organisations are vital to the democratic social fabric of our community. We would strongly recommend that any further reforms of the taxation status and associated administration of not-for-profit organisations be approached with extreme caution.

Please contact me on 02 9698 7277 if you require any further information.  We would be happy to meet with the committee to provide further details of our concerns.

Yours sincerely

Caitlin Perry

Convenor, Law Reform and Policy Committee

On behalf of the Combined Community Legal Centres Group NSW Inc
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