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Executive Summary

Bodalla Aged Care Services, an aged care agency of the Uniting Church in Australia operates two aged care facilities, Bodalla, a 100 bed nursing home in the Melbourne suburb of Kew, and Trewint, a 45 bed nursing home with associated Day Therapy Centre in the Melbourne suburb of Noble Park. 

National organisations to which Bodalla Aged Care Services belongs will be responding to the invitation for submissions to the Inquiry. These organisations include UnitingCare Australia and Aged and Community Services Australia. However this submission will address specific issues of a charitable aged care organisation operating in Victoria and which is incorporated.

Bodalla and Trewint are recognised by the Australian Taxation Office as Public Benevolent Institutions and are endorsed as Income Tax Exempt Charities and Deductible Gift Recipients.

The Mission Vision Values Statement of Bodalla Aged Care Services clearly states our purpose. Our Mission is “to enhance the quality of life for older people and those with special needs through a range of services both in residential care settings and within the community”. 

This Mission is reflected in our Memorandum of Association.

There are many challenges currently facing organisations providing aged care services at the present time. These include adapting to the Commonwealth Governments Tax Reform program and, more particularly, its Aged Care Reform program. There has also been a paradigm shift to the way Not-For-Profit agencies conduct their business, requiring significant adjustment in attitudes of management and governing bodies. 

Furthermore aged care organisations operating in Victoria have had to contend with additional challenges. These include reductions in real terms to levels of funding, added costs associated with WorkCover Insurance and the potential increase of staff costs through the re-introduction of resident/staff ratios. 

Added to this is the shortage in Australia of Division 1 (Registered Nurses) and Division 2 (Enrolled Nurses), creating problems throughout the health care industry, including acute care hospitals. The aged care sector is probably the worst affected. Victorian nursing homes, like nursing homes across the country, are experiencing substantial problems recruiting nursing and personal care staff. 

Whilst aged care organisations in the Church and Charitable sector have coped reasonably well with the Tax Reform Program, the Aged Care Reform Program still offers significant challenges. From 1954 to the 1990’s the Commonwealth Government substantially underwrote funding for capital works by way of Grants to the Not-For-Profit Sector. These Grants are no longer available except for specific target groups, e. g. Aborigines and Torres Strait Islanders. 

As part of their ethos, Bodalla Aged Care Services, and Trewint, as aged care agencies of the Uniting Church in Australia, were established on Christian principles with a desire to serve people in need. The Churches and other Charitable organisations providing care for the aged have traditionally ploughed any “profit” or surplus back into services thus utilising reserves rather than retain them for future services. The prospect of raising the extra funds previously gained from the Commonwealth Government adds a huge extra burden on the Sector.

By contrast the Private For-Profit Sector has a different motivation. 

Whilst there are some similarities, the differences between the Not-For-Profit operator and the For-Profit operator are significant.

Bodalla Aged Care Services believes that, as a Not-For-Profit provider in the Aged Care Sector, it should be defined as a community service program and, provided its core activities remain the same, it should continue to enjoy the same privileges it has enjoyed hitherto.

The Board of Directors of Bodalla Aged Care Services is not convinced that changes that have occurred in society demand significant change in tax laws affecting Charities.
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Introduction:

Bodalla Aged Care Services, an aged care agency of the Uniting Church in Australia operates two aged care facilities, Bodalla, a 100 bed nursing home in the Melbourne suburb of Kew, and Trewint, a 45 bed nursing home with associated Day Therapy Centre in the Melbourne suburb of Noble Park. Although part of the Uniting Church, Bodalla Aged Care Services is an incorporated body, incorporated as a Company Limited by Guarantee under the Corporations Law with permission not to have the word “Limited” after its name.

“Bodalla Hospital”, as Bodalla Aged Care Services was originally known, was first opened as a nursing home for 46 residents in 1973 on the site of the former Kew Congregational Church Manse. In 1980 the second wing of Bodalla was opened with the commissioning of a further 54 beds bringing the total to its present number of 100 beds. 

In January 2000, following a request from the Victorian Synod of the Uniting Church (UnitingCare Victoria), the Board accepted responsibility for the Administration of Trewint Nursing Home and Day Therapy Centre, a Uniting Church aged care facility in Noble Park. This culminated in the merger of Bodalla Aged Care Services and Trewint with effect from 12 October 2000. Trewint was established in 1975 and currently provides nursing home care to 45 residents. A Day Therapy Centre was added in 1983. 

Both Bodalla and Trewint are recognised by the Australian Taxation Office as Public Benevolent Institutions with exemption from income tax, sales tax, and fringe benefits tax. Gifts of $2 and over are allowable income tax deductions to donors.

Following introduction of the Tax Reform program Bodalla has received from the Australian Taxation Office, effective 1 July 2000, endorsement as an Income Tax Exempt Charity (ITEC) and endorsement as a Deductible Gift Recipient (DGR). Reference ABN 29 004 906 870. Likewise, Trewint has also received from the Australian Taxation Office, effective 1 July 2000, endorsement as an Income Tax Exempt Charity (ITEC) and endorsement as a Deductible Gift Recipient (DGR). Reference ABN 79 173 117 386.

National organisations to which Bodalla Aged Care Services belongs will be responding to the invitation for submissions to the Inquiry. These organisations include UnitingCare Australia and Aged and Community Services Australia. However this submission will address specific issues of a charitable aged care organisation operating in Victoria and which is incorporated.

Attributes and Purposes of Bodalla Aged Care Services:

The Mission Vision Values Statement of Bodalla Aged Care Services clearly state our purpose

Mission
“Bodalla Aged Care Services aims to enhance the quality of life for older people and those with special needs through a range of services both in residential care settings and within the community”. 

Vision 

“Bodalla Aged Care Services vision is to provide a continuum of care for the 

aged and people with special needs.  This service will respond to the diverse 

needs of people in their own home and will support them through independent 

living, to frail aged nursing home care, after care, and palliative care.

Bodalla’s vision for the future will be shaped by the following objectives:

· Bodalla will respond positively to change whilst maintaining 

excellence of care.

· Bodalla will be innovative to enhance care services.

· Bodalla will collaborate with other bodies to explore all opportunities for service provision.

· Bodalla will represent the issues of the aged to government and policy makers.

· Bodalla will strive continuously to improve upon the quality, effectiveness and efficiency of all that it does.

The services will extend to all persons regardless of age, gender, race, religious belief, social status, or capacity to pay”.
The Mission and Values are reflected in the Memorandum of Association, which states

“Bodalla has been established:

(a) to operate aged care facilities and provide other services in relation to the care and management of the aged, all under the auspices of The Uniting Church in Australia, Synod of Victoria; and

(b) to provide medical, nursing and ancillary services in residential settings or in the community for the relief, care and welfare of aged and/or infirm persons”.

Hence, by its very being, Bodalla Aged Care Services has existed for over 25 years to serve elderly people in need and is NOT for profit.

Operating a Charitable organisation in the current environment:

There are many challenges currently facing organisations providing aged care services at the present time. Apart from adapting to all the reforms recently introduced by the Commonwealth Government, including the Aged Care Reform Program and the Tax Reform Program, significant paradigm shifts in attitudes regarding the governance and management of charitable organisations have weighed heavily on many charities. 

Furthermore aged care organisations operating in Victoria have had to contend with additional challenges. These include reduced operating income, as the effects of the Commonwealth Government policy regarding coalescence of nursing home funding takes effect, and higher costs associated with WorkCover insurance brought about by changes in State Government policy that are not recognised in the Commonwealth Government funding arrangements.

These two factors alone have had substantial impact on the operating results of every Victorian nursing home.

A further factor causing concern to Victorian nursing homes is the apparent imminent re-introduction of resident/staff ratios by the Bracks Government. Resident/staff ratios do not apply in other States. If re-introduced the extra staffing costs will not be met by additional funding from the Commonwealth Government.

One of the significant challenges facing perhaps nearly every nursing home in Australia is that of recruiting sufficient trained nursing staff. The shortage in Australia of Division 1 (Registered Nurses) and Division 2 (Enrolled Nurses) is creating problems throughout the health care industry, including acute care hospitals, and the aged care sector is probably the worst affected. Victorian nursing homes, like nursing homes across the country, are experiencing substantial problems recruiting nursing and personal care staff. The shortage of trained nurses is having a serious impact on the ability to meet the standards of care expected and required and there is currently a crisis in the industry.

Whilst aged care organisations in the Church and Charitable sector have coped reasonably well with the Tax Reform Program, the Aged Care Reform Program still offers significant challenges. Apart from the paradigm shift referred to above there has been substantial changes in attitudes and “culture” of most aged care organisations as they prepared for Accreditation (at considerable expense) and also position themselves for the impact of changes yet to come.

To their credit the vast majority of facilities managed to achieve Accreditation. However they now face the considerable challenge of maintaining that status when “the bar will be lifted” the next time around. In other words, whether an organisation achieved one year or three years Accreditation, the process requires an increased commitment and achievement of a higher standard when next assessed. This is especially so for the Certification of building standards, the first step in the Accreditation process. In order to achieve building Certification facilities in many cases have had, or need, to spend hundreds of thousands of dollars on building modification to address Fire Safety issues. 

Moreover all facilities will need to address Privacy issues outlined by the Commonwealth Government that must be met by the year 2008. Privacy issues require that on average all residential care facilities must have less than two residents per bedroom and that each bedroom will have its own en suite toilet and shower.

These requirements mean the industry collectively must raise literally hundreds of millions of dollars in order to redevelop or replace existing building stock that no longer meets the required standard. 

The Churches and Charitable organisations have a proud record in the provision of aged care services in Australia. Since the 1950’s this service has been in partnership with the Commonwealth Government, which provided subsidies to assist with capital development.

In order to establish the existing Bodalla facility, costing m$1.8, funding of approximately m$1.2 was received from the Commonwealth Government by way of Grant under the Aged Or Disabled Persons Homes Act. The balance of m$0.6 was raised by way of a Capital Appeal, ie donations from supporters and other interested persons. The full cost of the building was met from these sources without the need for borrowing.

From 1954 to the 1990’s the Commonwealth Government substantially underwrote funding for capital works by way of subsidies to the Not-For-Profit Sector. Following a review of needs for the future the Government itself found the task daunting. The cost of establishing new facilities to keep up with the “explosion” in the ageing population, plus the cost of replacing facilities built in the ‘50’s and’60’s, meant a huge slice of the Commonwealth Budget would be absorbed in capital works for aged care. Apart from the capital costs there was, in addition, the ever-burgeoning Commonwealth outlay for the cost of subsidising the operating cost of those facilities.

Clearly it can be seen the whole industry is in a cycle of redevelopment and fundraising.

The need for fundraising in the new millennium:
The Churches and other Charitable organisations providing care for the aged have traditionally ploughed any “profit” or surplus back into services. Many such organisations, particularly the Church organisations, have fostered a philosophy of not building up huge reserves. Hence, now the pressure is on to redevelop/replace outdated facilities, the Churches and Charitable organisations face the daunting task of raising hundreds of millions of dollars, in a very competitive environment. This must be achieved without Commonwealth Government capital funding, which, except for specific target groups (eg Aborigines and Torres Strait Islanders), is no longer available. 

Take Bodalla Nursing Home for example. The Board has had to spend $250,000 in the last six months simply to upgrade Fire Safety issues in order to ensure the building will achieve Certification the next time Bodalla is to be Accredited (in the year 2003).

Based upon Architects estimates Trewint Nursing Home will have to spend approximately $300,000 on Fire Safety Upgrade work within the next three months. 

Furthermore, current plans indicate that the Board will need to spend approximately $5 million in order to upgrade Bodalla Nursing Home and $3 million at Trewint so that both facilities meet the privacy requirements set for the year 2008. 

Despite building up some limited reserves over past years it will be necessary to borrow at least $4 million in addition to undertaking a major Capital Fundraising Appeal with a target of $2 million. A Capital Appeal target of $2 million is considered to be a very ambitious target, especially in today’s climate.   

One may ask why Bodalla Aged Care Services needs to raise such funds when business prudence would have dictated that an organisation make provision for the day when the building would have to be replaced after it had outlived its useful economic life.

It is essential when asking such a question that one understands the ethos of the Church and Charitable sector, and the history of the Voluntary Sector.

The ethos of a substantial part of the Voluntary, or Not-for-Profit Sector, was based on Christian principles. Bodalla Aged Care Services, and Trewint, as aged care agencies of the Uniting Church in Australia, were established on Christian principles with a desire to serve people in need. 

Funds to establish facilities were raised from members of the Church, and the community at large, then supplemented with Grants from the Commonwealth Government. 

As programs became established any surplus gained on operations has been either applied to further developments or applied to improve services for clients (residents). The Board of Directors, all of whom are volunteers, do not receive any remuneration. 

During the 1970’s and 1980’s the recurrent funding arrangements for the operation of Not-For-Profit Nursing Homes (Deficit Financing), introduced by the Whitlam Government, essentially prevented a Nursing Home from retaining any Surplus or “Profit”.

With this background it can be seen that when Commonwealth subsidies for capital works were eliminated many, if not most, charitable organisations suddenly found they were faced with a new dilemma. The prospect of raising the extra funds previously gained from the Commonwealth Government added a huge extra burden on the Sector.

Coupled with the paradigm shift in approaches to management, the Church and Charitable organisations are now rising to meet challenges of a magnitude not seen for many, many years.

The last thing they want at this point in time is further erosion of their status through a change in the definition of charities that will threaten their chances of raising capital from traditional sources. Bodalla Aged Care Services is not opposed to change per se, however we are concerned that any changes to definitions should not hinder our ability to continue to provide the services currently provided. 

By contrast the Private For-Profit Sector has a different motivation. Whilst the private entrepreneur may operate in the same environment, and nowadays with the same “rules”, the business is clearly there to make a profit for the owner, allowing dividends to be withdrawn for the benefit of the owner. One may argue at length about the merits of making money from other people’s misfortune and it is not intended to address that issue in this submission. 

Key characteristics of current social and economic environment:

There has been a subtle but definite change in the current social and economic environment of the sector over recent years. 

For many years Church and Charitable homes for the aged operated on the basis that those who could afford to pay their cost of care should pay and only those dependant upon the pension should be subsidised. To a large extent there was a high degree of cross-subsidisation.

This philosophy has now been enshrined in Government policy and it is Government rather than the provider which determines the level of resident contribution, all of which is encapsulated in Legislation and Regulation.

Consumers, or more particularly their families, nowadays have a much greater expectation of the level of services to be expected, indeed it is demanded, and consumers have a much greater knowledge of their “rights”. 

Parallel to this is the change regarding who pays for the service. With the knowledge that the Government is underwriting the cost of care and determining the level of fees, and the greater emphasis on “user pays” philosophy there is an apparent effort on the part of some consumers to divest themselves of assets in order to avoid paying higher fees.

Evidence regarding the latter point however is anecdotal. 

Many Not-For-Profit organisations are now exploring how fundraising may be supplemented through non-core business activities. 

One may well ask “What is the difference between the Church and Charitable homes in the Not-For-Profit Sector on the one hand and the Private or For-Profit Sector on the other?”

Similarities: 
· The clientele is basically the same. Older people are assessed by a Government sponsored Aged Care Assessment Service as needing the level of care provided in a nursing home.

· Government funding is provided to each Sector on exactly the same basis.

· The Standards of Care for residents are exactly the same. Standards are assessed according to the processes of Accreditation as set down by the Aged Care Standards and Accreditation Agency.

Differences:

· Taxation treatment is quite different. Generally, although not always, providers in the Not-For-Profit Sector are exempt from income tax, sales tax, and fringe benefits tax. Additionally the Not-For-Profit provider is generally, but not always, able to gain approval for donations to be allowable deductions to donors. However providers in the For-Profit Sector can gain tax deductions for expenses incurred in the operation of the business, including interest paid on capital borrowings for the purposes of capital investments such as building redevelopments.

· Application of funds derived from operation of the “business”. The Not-For-Profit provider uses any surplus gained to plough back into the business for the benefit of residents, whereas the provider in the For-Profit Sector withdraws the surplus, or Profit, for his/her own benefit.

· Generally speaking the Not-For-Profit provider will provide a wider range of services. This applies to the residents of a facility and also to the community in which it is located, eg Adult Day Care, Home Delivered Services.

· Motivation is usually quite different. The Not-For-Profit Sector provider is usually motivated by a desire to provide a service to the community, quite often although not always motivated by Christian principles. On the other hand the For-Profit provider is generally, though not always, motivated by the desire to make money from an investment.

Whilst the private entrepreneur may claim their operation is more efficient and that the Not-For-Profit Sector gains significant tax advantages, one cannot ignore the tax benefits available to the Private-For-Profit operator by way of deductions not available to the Not-For-Profit Sector.

Effect on Definition of Charities:

How does all this effect the definition of Charities?

Bodalla Aged Care Services believes that, as a Not-For-Profit provider in the Aged Care Sector, it should be defined as a community service program and, provided its core activities remain the same, it should continue to enjoy the same privileges it has enjoyed hitherto. That is to say it should continue to gain exemption from Income Tax and Fringe Benefits Tax, and gifts received should be allowable income tax deductions to donors.

We believe that if the status we currently enjoy is not preserved the service currently provided to the community will be seriously jeopardised. Services like Bodalla Aged Care Services still have wide acceptance in the community and are respected for what they do. It would be a great loss to the community if, through changing definitions, that service were lost.

Conclusion:

The Board of Directors of Bodalla Aged Care Services is not convinced that changes that have occurred in society demand significant change in tax laws affecting Charities. Changes to definitions lead inevitably to changes in laws. 

Whilst the Board is not resistive to change it would be a great pity to see any change in definition that lead to a change in the attitude of the community and the preparedness of individuals in society to continue to support older members of the community through gifts to organisations like Bodalla Aged Care Services.  
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