Uniting HealthCare Group

PricewaterhouseCoopers

ABN 52 780 433 757

53 Blackall Street

BARTON  ACT  2600

GPO Box 447

CANBERRA CITY  ACT  2601

DX 77 Canberra

Australia

Web www.pwcglobal.com/au

Telephone 61 2 6271 3000

Facsimile 61 2 6271 3999

[image: image1.wmf]

29 January 2001
The Secretary
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Dear Sir/Madam

I am writing on behalf of Uniting HealthCare Group, an organisation operating within the Queensland Synod of the Uniting Church in Australia.  

The Uniting HealthCare Group has prepared a submission to the Inquiry into the Definition of Charities and Related Organisations.  Please find the Group’s submission attached.  Also please find enclosed a disc containing the submission. 

As you would be aware, the submission was sent to the Secretariat electronically on Friday, 19 January 2001.

If you have any questions about this submission, in the first instance please contact me either on phone:  02 6271 9230 or by email:  tim.mcghie@au.pwcglobal.com

Yours faithfully

Tim McGhie

Associate Director
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Inquiry into the Definition of Charities and Related Organisations

Submission from:

Uniting HealthCare Group

January 2001

Executive Summary

Uniting HealthCare Group (UHC) is a distinct organisation established within the Uniting Church in Australia - Queensland Synod and operates a number of hospitals throughout Queensland.  These hospitals provide a wide range of health and community services in regional areas and in the major urban areas.  The activities of UHC support the mission of the Uniting Church. 

This Inquiry into the definitions of charitable organisations provides the opportunity to consider a fresh approach to the classification of all organisations that provide “public good” services to the community.  The present structure of definitions contains a number of anomalies, overlaps and inconsistencies.

UHC is strongly of the view that the principle by which a charitable organisation should be defined is the purpose for which the organisation has been established.  

Therefore, the activities that may be undertaken by an organisation must not influence whether that organisation is determined to be a charity.  At the same time, charitable organisations must be able to undertake a range of activities, including commercial activities, in order to support and fund the achievement of the purpose of the organisation.  

This approach seems entirely consistent with the attitudes of governments within Australia, as they seek to devolve responsibility for the delivery of many community services to not-for-profit organisations.  Increasingly, the funding available for the provision of these services from public sources is extremely limited and charitable organisations are required to seek alternative sources of funds.

A concomitant matter concerns the ability of charitable organisations to continue to raise funds through donations and other fund raising activities under any changed policy environment.  The status of being a charity or a public benevolent institution should indicate that an organisation is involved in “public good” activities.  Consequently, the community would recognise these organisations as warranting public support for their activities.  As part of this status, therefore, charitable organisations are able to encourage donations from the public and businesses, especially through the availability of tax incentives.

While this Inquiry is welcome and timely, UHC would be most concerned if proposals made by the Committee were not available for appropriate evaluation prior to any implementation decisions being made.  

UHC is already concerned at the limited time within which submissions could be lodged.  A danger with this time restriction is that organisations have been unable to consider fully possible implications of matters to be presented to the Inquiry and the implications of matters raised by other interests, particularly on funding and taxation status.  

The health sector in Australia comprises three broad segments:  public sector entities;  not-for-profit entities;  for-profit entities.  UHC emphasises that any change in the definition of the entities in these segments may change the balance in the delivery of services with consequent implications for patients and the quality of service delivery.

Proposals

UHC suggests a number of proposals for consideration by the Inquiry:

1. There should be a continuation of a policy approach that ensures that charities are supported and encouraged in the performance of their community service activities.

2. Careful consideration should be given to ways in which the current definitions of charities, religious organisations, community service not-for-profit organisations and public benevolent institutions can be simplified and rationalised.

3. Once the Inquiry has considered options relating to the most appropriate authority for the establishment of definitions of charitable organisations, these options should be made available for interested organisations to evaluate before final decisions are made.

4. The purpose for which an organisation has been established must be the determinant of the charitable status of that organisation.

5. There must not be any separation of commercial from non-commercial activities in considering the status of organisations as charities.

6. That public benevolent institution status be retained in some form and possibly be incorporated into the concept of charitable organisations as a sub-category of eligible organisation.
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Introduction

This submission is from the Uniting HealthCare Group (UHC), an organisation operating within the Queensland Synod of the Uniting Church in Australia.  UHC welcomes the opportunity to provide a submission to the Inquiry into the definitions of charities and other community service organisations, as it comes at an important time in the evolution of UHC.

The Uniting Church in Queensland has given detailed consideration to the need to provide community services, including health care activities, within the mission of the Church.  The conclusion of the Church has been that the provision of community services and health care, through not-for-profit private hospitals and other community health care activities, is an integral component of the social and holistic model of health that is followed by the Uniting Church (and by other Christian churches).

As a result of this consideration by the Synod of the Uniting Church, the UHC Group was formed in May 2000 to bring together the management of all Uniting Church health services in Queensland.  The new organisation now comprises a number of facilities located in regional and urban Queensland that are able to provide a wide range of community and health services – many of which are not provided by other hospitals or associated facilities.

UHC notes that the health sector in Australia comprises three broad groups of facilities.  These are the public facilities provided by State and Commonwealth Governments, facilities provided by organisations on a for profit basis and facilities, such as those provided by UHC, on a not for profit basis.  Each of these groups has a substantial share of the overall health sector.

In providing this submission, UHC wishes to highlight its disappointment with the short period within which submissions must be made to the Inquiry (acknowledging the extension of time that was provided).  This short period has precluded UHC from considering in detail the possible implications of many of the matters that are referred to in this submission.  Many of the issues involved are quite complex in how they affect charitable organisations over the longer term.  More time is required to model the impact of changing any of the current policy parameters within which UHC operates.

It is likely that there will be other instances of proposals from the Inquiry where there could be unintended consequences resulting from the proposals.  

UHC would welcome the opportunity to consider issues raised by this Inquiry – and proposals that may emanate from the Committee - in more detail within the Uniting Church as a whole.

As well, it has not been possible for all the key community service organisations operating within the Uniting Church, including Blue Care and Lifeline, to prepare a consolidated submission to the Inquiry, despite the strong links between these groups.

Role of Uniting Healthcare

The broad role of the Uniting HealthCare Group (UHC) is to oversight the community service and healthcare programs and facilities conducted by the Uniting Church in Queensland.  UHC performs this role as an integral activity in support of the mission of the Uniting Church.

Specifically, UHC seeks to advance the mission of the Uniting Church by:

· Discerning, developing, applying and promulgating the mission of the Uniting Church in its healing ministry;

· Providing relief from sickness, injury or disease in human beings and medical treatment and care for those who need it;

· Conducting UHC as a ministry of healing and compassion administered in the Name and Spirit of Christ.
The health and community services provided by UHC shall be available to the public, irrespective of religious beliefs or any other criteria, and shall be provided in a way that best serves the interests and needs of the community.

In undertaking these and all associated activities, UHC upholds the ethical framework that is enunciated within the mission of the Uniting Church.

UHC has developed a corporate plan under which the Group is seeking to build a broadly based and sustainable private health care  and community service organisation.  This strategy is being implemented progressively, particularly through the expansion of the range of hospitals operated by UHC.  The Uniting Church is making this investment in health and community service facilities in support of its overall mission to provide a healing ministry in a Christian environment.  The investment also generates indirect benefits for the Church in enhancing the economies of scale that can be achieved across all the community service facilities operated by UHC through such means as enabling joint use of facilities.

UHC manages eight hospitals located throughout Queensland, ranging from The Wesley Hospital in Brisbane, to a day surgery centre on the Gold Coast.  Hospitals managed by UHC comprise more than 1,032 licensed hospital beds.  The annual operating budget for UHC is in excess of $200 million.  There are 3,200 people employed within UHC and the eight hospitals deal with nearly 140,000 people each year.

Moreover, UHC also benefits from the donation of time and expertise from a large number of volunteers.  It is estimated that, currently, around 400 people volunteer to work in UHC facilities.  Some volunteers provide their services to specific community services:  a number of people work as “friends” of The Wesley Breast Clinic in a volunteer capacity.  Within the facilities themselves, UHC is aware that many people contribute to the care of patients through providing their services on an unpaid basis outside their normal working hours.

In addition to being an integral part of a religious organisation and being a charity, UHC also has been determined to be a public benevolent institution (PBI).  The relevance of having access to this status is that the healing mission of the Uniting Church ultimately must be an affordable activity.  The benefits that are available through being a PBI assist in ensuring that the UHC’s facilities can be made available at lower cost and, thus, they can continue to be affordable to the community. 

The importance of UHC being considered to be a charitable organisation and a PBI cannot be over-emphasised.  A key source of funds for UHC is donations.  If the tax deductible status of UHC were lost, it is anticipated that there would be a significant reduction in donations.  Donors are encouraged to donate in part because all of the funds donated are utilised within the organisation on charitable and community service activities.  There is considerable concern that any change proposed to the definitions of charities and similar organisations may threaten the flow of funds through donations into UHC.

On the basis of analysing the activities of UHC, the following parameters are suggested for incorporation into a definition of a charity:

1. The organisation must be a not-for-profit entity.

2. The primary objective of the organisation shall be to alleviate human poverty or to promote such activities as spiritual development, health, education, social welfare and other community activities and all other activities shall be undertaken in support of this primary objective.

3. The provision of the services shall be unconditional (although this provision shall not preclude a charity from charging a fee for the carrying out of a charitable act).

UHC notes that it may be necessary to consider these parameters further, in order to ensure that such aspects as the intent of the current PBI status are incorporated into any revised definitions.  It is evident that the current definitions of charitable organisations, and including public benevolent institutions, have limitations.  There are instances, for example, where what would now be considered to be charitable activities are not included in the relevant definitions.  At the same time, there are a number of activities that were considered to be charitable that, in contemporary society, probably are not now considered to be so.

Further, there are definitions applying to charitable and community service organisations in different pieces of legislation, and many of these definitions have been added in an essentially ad hoc manner.  Consequently, UHC believes there would be considerable merit is seeking to develop a more coherent classification structure for charitable and community service organisations.

Relationship between Uniting HealthCare and The Uniting Church

UHC is a distinct organisation established within the Uniting Church in Queensland to operate the health care programs and activities conducted by the Uniting Church in Queensland.

The relationship between UHC and the Uniting Church is set out in the Constitution of UHC.  The Objects Clause in the Constitution establishes that UHC not only has as its purpose the provision of health and community services but also is required to advance the mission of the Uniting Church.  The complete Objects Clause is included in Appendix 1.

The Uniting Church, as one of a number of Christian Churches in Australia, emphasises that the origin of the provision of many basic community services, such as schools, hospitals, places of refuge and forms of relief, lies in the expression of Christianity.  The Christian Churches, as original charities and benevolent institutions, continue to nurture the charitable dimension of society today.  Caring for people remains a core activity of being a Christian.

The activities of UHC, therefore, are completely consistent with the mission of the Uniting Church in Australia.  Given this relationship between UHC and the Uniting Church, UHC is in the first instance part of a religious organisation.  This defines the status of UHC as a charitable organisation.

There also are essential operational links between the Uniting Church and UHC.  The assets and income of UHC are held by the Uniting Church in Australia Property Trust (Q) for the charitable purposes of the Church.  The assets and income of the UHC must be applied solely in furthering these charitable purposes.

Defining status by purpose

A fundamental issue in this Inquiry is whether the purpose of an organisation or the activities undertaken by an organisation should determine the definition of an organisation with respect to being a charitable organisation.  Associated with this issue is the question of whether organisations could be distinguished through being either wholly or partially charitable, religious or community not-for-profit entities.

The key determinant of the status or characterisation of a charitable organisation must be the purpose for which the organisation has been established.  There are three matters that are relevant in this regard.

First, there is the ‘in principle’ matter that purpose should be the determinant of status.  An organisation’s purpose is unlikely to change given the nature of the formal process needed to establish an organisation.  On the other hand, the activities undertaken by an organisation may change depending on strategic decisions, circumstances or other factors.  Over a period of years, some activities may become redundant while others may be deemed to be more appropriate to support the objectives of the Church.

Second, there is the practical matter that it should be possible to establish the purpose of an organisation through examining the governing documentation that is required for incorporation or for registration.  Such documents should be readily available and should set out clearly the objectives of the organisation.

Within the purpose for which an organisation has been established, various activities may be undertaken to further the objectives of the organisation.  Some of these activities may satisfy the requirements to gain relief from taxation or gain access to other benefits in their own right.  Nevertheless, it will be the nature of the organisation within which the activities are being undertaken that determines whether that activity is entitled to particular benefits.  The fact of an activity apparently being able – or not being able - to gain access to any benefit in its own right will not alter the status of the organisation itself nor of the activity.

UHC is aware that the position in the United Kingdom is clear.  The purpose for which an organisation is established will determine whether it can be registered as a charity.  Once an organisation has been registered, it can undertake virtually any activity in support of its purpose, including commercial activities.  Charities are able to implement structures that enable different activities to satisfy the requirements of relevant policies.

In New Zealand, common law is the source of much of the guidance on definitions of charities and on the activities that charities can undertake.  Charities in New Zealand appear to be subject to many of the provisions that apply in the United Kingdom.  Of particular note is that the purpose for which a charity is established appears critical in defining a charity.  There also is recognition that a charity can pursue commercial activities as part of their organisation.

The position in the USA is that the purpose for which an organisation has been established determines its status as a charity or similar organisation.  The Internal Revenue Code exempts an organisation’s income from taxation if the organisation’s purpose is religious, charitable, literary, educational or public safety testing.  

Religious, charitable and other organisations in the USA may engage in an income-producing trade or business activity.  There are no restrictions on the nature of any such activity.  Under the Code, the income from this activity will be taxable, however, unless the purpose of the activity is related to the charitable or other tax-exempt purpose of the organisation.  There must be a causal relationship, however, between the activity and the achievement of the exempt purpose.  The Code requires that an activity must be “substantially related” to the organisation’s charitable, educational or other purpose.  It appears, therefore, that the charitable use of income from a trade or business activity may not mean that this income is exempt.

Operating Characteristics

The purpose of UHC in providing the community service and healthcare programs is achieved through undertaking a number of activities.

The UHC hospitals are not-for-profit facilities, which provide a wide range of health and community services throughout Queensland.  UHC submits that, while its activities clearly support the mission of the Church, there are extensive community benefits that derive from the activities of UHC facilities.  These include the provision of a number of health related services at no cost to the community and offering health, medical and community services in a number of regional and rural locations throughout Queensland.  

While UHC is a not-for-profit organisation, this does not preclude charging fees that are appropriate to the patient and to the nature of the community service provided.  Thus, the hospitals are operated on the basis of recovering those costs that can be recouped while providing a number of essentially community health services.  This approach highlights the general nature of the activities of UHC – that is, of an organisation that provides a range of community services at prices that can be afforded by those who utilise them.

The community health services offered by UHC encompasses a number that are not provided by either the for-profit hospitals or the public hospitals.  These services include: 

· Treatment of acute medical patients, such as neutropeanic and bone marrow transplant 

· Hydro and land therapy

· Healthwise – a program offering primary health care

· Breast screening clinics

· Diagnostic breast clinic (particularly for asymptomatic women)

· Haemodialysis unit

· Frontier nursing services

· Pre natal clinics and gestational diabetes services

· Public education seminars – on such topics as stomal therapy and cardiac rehabilitation

· Education seminars for school nurses

· Sterilisation of instruments for GPs in areas in which UHC hospitals are located.

A particular example of the format not-for-profit services that are offered only by UHC facilities is the Wesley Radiation Oncology Service.  UHC is the only private provider of this service within Queensland and northern New South Wales.  UHC is able to sustain this quality service because of the charitable status of the organisation.  The loss of charitable status would almost certainly lead to loss or reduction of this service, and patients seeking the service would experience an extensive waiting period to gain appointments within the service offered by the public health sector.

The UHC hospitals are self funding institutions.  They do not receive any funds from the Uniting Church.  Further, as not-for-profit institutions, all surpluses that typically are generated are re-invested in the facilities to enhance services and patient care or are specifically directed towards other community service activities.  However, the Uniting Church is ultimately responsible for the financial viability of UHC.

Key issues for the Inquiry

A number of important issues have been identified by UHC in the context of the Inquiry into the definitions of charities.  The comments from UHC to those issues are set out below:

Role of private sector institutions

UHC notes that the Inquiry into the definitions of charities and similar organisations comes at a time when there is an increasing focus both on extending the role of the private sector generally in delivering services and on enhancing the role of private sector entities in the health industry. 

Within the health industry, the private sector component comprises for-profit and not-for-profit segments.  Both these segments have existed for many years and they have developed within a policy framework that has broadly encouraged each segment.  

UHC would be concerned if, as a result of this Inquiry, the support that had been provided to the private sector in the health industry was weakened through decisions made about the definitions of charities, religious organisations, community service not-for-profit organisations and public benevolent institutions.  It is important for the policy framework within which the private health sector hospitals operate to remain as consistent as is possible to enhance strategic planning and development activities.

Moreover, the Uniting Church has made important, strategic decisions about the Church’s involvement in providing health and community services and in operating hospitals.  On the basis of these decisions, the Church has committed substantial resources to developing and strengthening the services that are available to the community.  These decisions were made on the basis of the known framework of health, tax and other related policies applying at the Federal and State Government levels.  We anticipate that our owners, the Uniting Church, would be extremely concerned if any changes were to be made to this policy framework that could jeopardise the provision of these community and health services.

Definitions

The activities undertaken by UHC fall within the current definitions of a charity, a religious organisation and a public benevolent institution (PBI).  UHC observes that this situation can create confusion and unnecessary complexity, particularly in terms of managing the affairs of the organisation.

One option that UHC proposes for consideration is the amalgamation of the definitions for a charity and for a PBI, such that the essential characteristics are retained, while the greatest possible protection is put in place to ensure that organisations that should not qualify under the definition are prevented from so doing.

There are three prime parameters that UHC proposes should be incorporated in a definition of a charity:

1. The organisation must be established as a not-for-profit organisation.

2. The primary objective of the organisation shall be to alleviate human poverty or to promote such activities as spiritual development, health, education, social welfare and other community activities and all other activities shall be undertaken in support of this primary objective.

3. The provision of services shall be unconditional (although this provision shall not preclude a charity from charging a fee for the carrying out of a charitable act).

UHC suggests that careful consideration be given to the development of a reduced number of definitions of charitable, religious and community service not-for-profit organisations.

Public benevolent institution

UHC notes that the Issues Paper for this Inquiry has raised the specific question of the continued relevance of the concept of a “public benevolent institution” (PBI).  UHC, as an organisation that continues to utilise its status as a PBI to further its community service activities, is strongly of the view that the PBI concept should be continued – either in its current form or in some amalgamation with other definitions of charities and similar organisations.  

PBI status is essential in enabling not-for-profit entities to develop organisations that are effective and efficient.  In the case of UHC, the hospitals see PBI status as providing the ability to enhance community and health services for public benefit.  These objectives are achieved, in part, as a result of the service delivery organisations being able to employ suitably qualified people across all the services that are provided.  

The benefits that are available to a PBI are of sufficient importance to warrant the retention of the concept – even if the notion of a PBI might appear to be ‘less relevant’ as a modern concept.

UHC notes that the Industry Commission, in its 1995 Report on Charitable Organisations in Australia, emphasised the rather narrow basis of the PBI status.  The Industry Commission proposed that PBI status be expanded to encompass gift deductibility to community social welfare organisations.  As the Industry Commission commented in that Report:

“By focussing on the direct relief of poverty, sickness, destitution and helplessness, the current [PBI] definition excludes a wide range of work of a preventative, advocacy or self-help nature.  Despite the fact that [this work] may be more beneficial in the long term than direct relief, such works are denied a number of significant taxation benefits.”

The basis of this argument remains valid today but the concept could be extended to encompass not only preventative, advocacy and community development activities but also the notion of “respect” rather than “pity” as is the case in the current interpretation of benevolence.  Moreover, the approach suggested by the Industry Commission is strengthened as a result of the Federal Government seeking to establish relationships with community service organisations to encourage a greater capacity for self-help and to deliver preventative community beneficial services.

UHC is of the view that PBI status should be retained.  Rather than having a discrete category of PBI within a broad spread of charitable organisations, however, there is merit in including PBI status as an explicit sub-category of organisation within charitable organisations.

Federal Government Partnerships Program

UHC notes that the Federal Government, through the active participation of the Prime Minister along with other Federal Ministers, has implemented a Business and Communities Partnership Program.  The broad intention of this Program is to encourage a stronger relationship between corporations and charitable and community service organisations.  As well, there is an expectation that flowing out of this enhanced relationship would be a greater sense of philanthropy – especially in terms of donations being made to the charities and community service organisations.

In the event that changes are made to the policy framework within which charities and other community service organisations operate, these could undermine the intention of the Partnership Program.  Moreover, the critical flow of funds from business may also be threatened by any changes.  UHC notes that it receives considerable funding from the business sector to support and extend its activities.

UHC would be disappointed if the Federal Government, on the one hand, sought to foster the community services sector through such initiatives as the Partnership Program while, on the other hand, possible changes to relevant policies acted to negate the positive outcomes of the Program.

Health service providers 

UHC hospitals offer a number of services that vary between operating on a cost-recovery basis to operating on a low fee basis.  Other providers vary in the nature of services they offer to the community and the way in which these are offered.

It is evident that UHC hospitals have chosen to offer a range of services as a community service – where these services either recover the costs of the activities or they may only recover part of the costs of providing the services.  As noted above, UHC provides such services as cancer care, breast screening and community outreach activities that are all funded through cross subsidies within the hospitals concerned.

UHC, therefore, has to balance the provision of funds from its scarce resources to maintain all the activities of the hospitals against the provision of a number of community services, some of which do not generate any revenue.  The characteristic of providing some community services which generate minimal revenue distinguishes the activities of UHC, for example, from the activities of the for-profit hospitals.  Even if particular services may be considered to be essential services by the community, if they do not generate sufficient revenue for the for-profit hospitals to warrant their continuation, they are likely to be discontinued or will not be started.  

Determination of definitions

UHC is aware that definitions encompassed by this Inquiry may be found in legislation, in common law (especially judgements from the courts) or in administrative practice.  There would appear to be considerable merit in seeking to standardise the source of definitions of charities and similar organisations to facilitate the understanding, utilisation and administration of these definitions.

It is also pertinent to note that consistency across jurisdictions is important to those organisations that operate in more than one State or Territory.  While the Inquiry has been initiated by the Federal Government, there are many links between the different levels of government in Australia with respect to the activities of community service and other organisations in general.

UHC has not had sufficient time to consider in detail the implications of alternative sources of definitions of charitable organisations.  Nevertheless, it is possible to make some observations about this aspect.  

Including definitions of charitable organisations in legislation has the advantage of providing clear explanations of what could comprise a charitable organisation.  These explanations can then be used by the courts to resolve issues about eligibility.  

A significant difficulty with establishing definitions in legislation, however, is that there is relatively limited flexibility in amending definitions to account for developments in community service opportunities and delivery techniques.  Flexibility in definitions could be enhanced through allowing common law, by decisions of the courts, to ensure that approaches to characterising charitable organisations remains relevant to the contemporary views of the community.

Again, depending on the composition of different courts, this option may not prove to provide the flexibility in definitions that is being sought.  There also is some evidence that case law has not kept pace with developments in the approach to identifying charitable organisations.  This is probably most evident in the social welfare field.

A third approach, therefore, could involve developing a more administratively-based option to regulating charitable organisations.  One of the most notable approaches to this issue has been in the United Kingdom, where the Charities Commissions of England and Wales and of Scotland have been established.  These two Commissions, which are established as statutory authorities, perform a number of roles:  they consider requests from organisations seeking to qualify as a charity;  they review the activities undertaken by established charities to ensure the organisations remain charitable;  they take whatever action is necessary to review the definitions of what comprises a charitable organisation.

UHC suggests to the Inquiry that the establishment of a Commission along these lines be considered for Australia.  There is a particular feature of a Charities Commission that should be beneficial in the Australian context.  Federal and State Governments currently have responsibility for and roles with respect to the administration and regulation of charities.  Involvement by each level of Government in such a Commission would provide a valuable benefit for the charities’ sector in Australia through facilitating the integration and co-ordination of the activities of relevant Federal and State Government agencies.

Policy environment

UHC believes it is important to refer to the policies that currently impact on the Uniting Church and the community service and health care activities of the Church in Australia.  The Uniting Church, across all its activities, has given careful consideration to the development of its organisation in the context both of its mission and also of relevant legislative and other requirements.  

UHC, as one component of the Uniting Church, would be concerned if changes were proposed to any existing definitions relating to charities and similar organisations, where these changes might result in unintended consequences.  UHC is particularly conscious that the current status of the organisation under various Commonwealth and State Government taxing regimes provides certain benefits through access to particular assistance programs and other matters.  Any changes might jeopardise the continued activities of organisations that have been established in good faith and in compliance with the relevant laws.

In addition to any direct policy impact that could arise, there also could be an increased compliance impost placed on organisations as a result of any changes.  Moreover, an increase in compliance activities would inevitably lead to an increase in administrative workload and this could lead to a consequential requirement for additional resources.  

UHC submits, therefore, that it does not appear to be practical to separate completely the consideration of definitional issues from the consequences of those definitions.  Quite significant implications are likely to result from any changes made to definitions, particularly where these changes could lead to alterations in eligibility requirements.

UHC also observes that there have been a number of recent developments concerning the interpretation of such key phrases as ‘income tax exempt charity’ and ‘public benevolent institution’ as a result of draft or final taxation Rulings released by the Australian Taxation Office.  It will be important to ensure that the content of these documents is consistent with the outcomes of the present Inquiry.  Alternatively, it may be necessary for appropriate action to be taken, subsequent to this Inquiry, to align the content of those documents with the outcomes of this Inquiry.

There also are some critical issues related to organisations that are currently determined to be charitable not-for-profit organisations where this status could be changed as a consequence of any new definitions.  

At present, there are three categories of organisation delivering community and associated services:  public entities operated by both the State and Commonwealth Governments;  not-for-profit entities;  commercially operated entities.  

In the event that changed definitions caused some existing not-for-profit entities to cease providing services that are funded through cross-subsidies, there will be one of two consequences:  either people requiring the services will request them from the public sector (with a consequent increase in demand for public resources to provide the services and delays in obtaining the services) or the services will not be provided.  UHC estimates that if the public entities take over services currently provided by not-for-profit entities, there would be a substantial, additional cost to the Queensland budget.  Of course, the commercial entities will be most unlikely to take over such services or to provide them in the first place.

Conclusions

UHC sees merit in this Inquiry, as it will enable a full review of the range of definitions that exist for organisations working in the charitable sector in Australia.  Nevertheless, UHC is concerned to ensure that the results of this Inquiry do not lead to changes in the operating environment for the provision of community health services that could result in the provision of these services becoming unsustainable.  This means that any changes that may be proposed to definitions of charitable organisations must be weighed carefully against the consequences that could arise from those changes.

There are some matters that UHC believes are of fundamental importance in the context of the Inquiry into the definitions of charities.  First, the trend for increasing provision of community services through the private sector is likely to continue and this means that many of the organisations that undertake to provide these services will continue to require the support of incentives to maintain their activities.

Second, in providing community services, charitable organisations inevitably will benefit from generating their own sources of funding to supplement any funds that may be obtained from the State or Commonwealth Governments.  There must be recognition, therefore, that charitable organisations are able to undertake commercial activities to assist in generating the flow of funds required to support the services being provided.  A critical caveat in this regard is that the activities of the commercial entities must be – and must be seen to be – undertaken for the benefit of the charitable organisation and be in support of its purpose.

Third, a related matter is that a charitable organisation needs the capacity to charge fees for services provided.  In some situations, these fees will recover more than the cost of providing the services while, in other situations, any fees charged may either simply recover costs or recover less than the cost of providing the services.  Of course, charitable organisations also will provide some services free of charge.  UHC already provides an extensive range of health and community services on this basis.

At a general level, UHC is concerned about the parameters that have been placed on the conduct of the Inquiry.  The short time in which relevant matters could be evaluated and assessed and submissions prepared has precluded UHC from giving full consideration to many important matters.  These matters include:

· Developing an effective and contemporary understanding of what constitutes charitable organisations;

· Reaffirming that the purpose for which charitable organisations have been established should define a charity;

· Identifying the most appropriate authority for the establishment of definitions of charities;

· Considering the optimum way in which the charities sector should be regulated.  

UHC emphasises in the strongest possible terms that there must be an opportunity for interested organisations to consider the outcomes from the Inquiry before any action is taken to develop legislation or to implement other actions. 

Proposals

UHC has a number of proposals for consideration by the Inquiry:

1. There should be a continuation of a policy approach that ensures that charities are supported and encouraged in the performance of their community service activities.

2. Careful consideration should be given to ways in which the current definitions of charities, religious organisations, community service not-for-profit organisations and public benevolent institutions can be simplified and rationalised.

3. Once the Inquiry has considered options relating to the most appropriate authority for the establishment of definitions of charitable organisations, these options should be made available for interested organisations to evaluate before final decisions are made.

4. The purpose for which an organisation has been established must be the determinant of the charitable status of that organisation.

5. There must not be any separation of commercial from non-commercial activities in considering the status of organisations as charities.

6. That public benevolent institution status be retained in some form and possibly be incorporated into the concept of charitable organisations as a sub-category of eligible organisation.

APPENDIX 1

CONSTITUTION OF UNITING HEALTHCARE GROUP

OBJECTS CLAUSE

The Objects Clause of the Constitution is as follows:

3.1
The Objects of the Group are to advance the mission of the Church and by the following means:

(1) to discern, develop, apply and promulgate the mission of the Church in its healing ministry;


(2) to provide relief from sickness, injury or disease in human beings and medical treatment and care for those who need it;


(3) to conduct the Group as a ministry of healing and compassion administered in the Name and Spirit of Christ;


(4) to provide health and community services to the public irrespective of religious beliefs in a manner which best serves the needs of the community;


(5) to educate and train persons engaged in health care;


(6) to provide facilities, programs and resources essential for high quality care and management of patients;


(7) to develop and sustain a premier integrated health care network with services at primary, secondary and tertiary levels of care characterised by user-friendly, customer-focused and patient-oriented services;


(8) to create hospital and health care service environments that develop a therapeutic community devoted to serving the physical, emotional, spiritual and socio-cultural needs of all in a holistic way;


(9) to provide pastoral care to patients and families of patients and to staff, in association with visiting clergy of all denominations, as an important element in the healing ministry;


(10) to conduct research by all means the Board thinks advisable into all or any matters that may relate to these Objects, whether or not in collaboration with any other authority, and to protect the intellectual property rights of the Group;


(11) to embrace new technologies to enable more efficient and cost-effective care delivery processes and optimal clinical outcomes;


(12) to address the health care needs of disadvantaged individuals and communities through direct service and advocacy for health care justice;


(13) to advance health education in the community;


(14) to partner with institutions responsible for the education and training of health care professionals, who will become part of the health care work force to deliver the highest standards of care to the community;


(15) to partner with health professionals and other health care agencies within both the Church and the community in the spirit of collaboration to optimise the patient care and clinical outcomes;


(16)  to establish or acquire other bodies or facilities or amalgamate with other bodies (in accordance with rule 33) in furtherance of the Objects;


(17) to conduct appeals and fund raising to assist in the furtherance of these Objects;


(18) to maintain the financial viability of the health care system and the other activities carried out by the Group;


(19) to uphold an ethical framework reflecting the mission of the Church in the administration and conduct of all services;


(20) to engage in all such activities as are necessary, conducive or incidental to the furtherance of these Objects.

� Industry Commission, Report on Charitable Organisations in Australia, 1995
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