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The mission of Territory Health Services (THS) is to improve the health status and well being of all people in the Northern Territory. 

THS provides a diverse range of public health, primary health care and community services as well as operating the five public hospitals in the Northern Territory.  It is the largest Northern Territory Government Agency with a budget of $440M in 2000/2001 and approximately 3,800 staff.  In addition to operating Royal Darwin Hospital, Alice Springs Hospital, Katherine Hospital, Gove District Hospital, and Tennant Creek Hospital, THS also operates over 50 remote health clinics around the Territory.

SCOPE OF SUBMISSION

The submission provides comments to selected questions in the Inquiry into the Definition of Charities and Related Organisations Issues Paper.  Specifically THS has concerns on the following issues:

· the need for clarity and consistency of the existing definition of charities; and

· the continuing relevance of the “Public Benevolent Institution (PBI)” definition.

SUBMISSION COMMENTS

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?

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

The five Territory hospitals have PBI status as well as Deductible Gift Recipient (DGR) status.  They currently do not have charity status.  All of the Remote Health Clinics in the Northern Territory have PBI status.

One problem is the lack of consistency in the application of the existing charities definition.

The Australian Tax Office (ATO) has stated in correspondence to THS that “it is unlikely that THS or the hospitals will be considered charities”.  This assertion is also indicated in the ATO’s Charity Pack (page 41) which states “Government departments and instrumentalities carrying out the ordinary functions of government are unlikely to be charities”.  This is again stated in the Issues Paper in paragraph 20.  

THS accepts that the department as a whole should not be considered a charity.  However applying this restriction on the definition of charities, to public hospitals, which are generally separate entities, is inconsistent with the common law definition of charities.  

Furthermore the ATO document “Application for Endorsement as an Income Tax Exempt Charity” states that “Purposes will be charitable if they are to benefit the community, or a section of it, through: the relief of poverty or sickness or the needs of the aged, including through public benevolent institutions, hospitals and nursing homes….”  Question 11 and 12 of the same document also implies a charity may be an Australian government entity.

THS believes that public hospitals, which are separate entities, can be charities.  Whilst a charity is not always a PBI (refer TD93/11), a PBI by definition would generally satisfy one or two of the common law characteristics of charities.  ie. sole or dominant purpose is for:
· the relief of poverty, the needs of the aged and the relief of sickness or distress; or

· other purposes beneficial to the community.

This view is supported in TR 2000/D14 paragraph 24, which states that “for the purposes of the ITAA 1997, a public benevolent institution which is an entity is a charitable institution”.

The distinction between government and non-government entities would need to be removed.  The definition of charities should be applied impartially to government and non-government entities.  The circumstances in which government institutions and entities can be considered charities would need to be clarified and consistently applied.

Consistency in the definition of charities by the ATO, and any legislative definition or framework by Parliament, in respect of public hospitals is required.  Confirmation and clarity of whether public hospitals can be considered charities is also required.

Territory Health Services believes that from the intent of the common-law definition of charities, public hospitals should not be excluded from any future definition of charities, and this should be clarified in any future charities definition or framework.  

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

THS hospitals do not have charity status but have PBI and DGR status.  Having DGR status affords the hospitals with the same GST concessions as charitable institutions 

eg. s38-250 of A New Tax System (Goods and Services Tax) Act 1999.  

Is the concept of PBI of continuing relevance?

As mentioned in Issues Paper paragraph 27 the concept of PBI is used to determine eligibility for exemptions and rebates for fringe benefits tax purposes. 

From 1 April 2000, public hospitals and remote health clinics that are PBIs have a capping threshold placed on the amount of tax free fringe benefits that may be provided to employees.  The FBT exemption for public hospitals that are PBIs is capped at $17,000 of grossed-up taxable value of fringe benefits provided to each employee. (refer ATO document Fringe benefits tax reform - information for private and not-for-profit hospitals (Nat 3469))

Salary packaging through the provision of fringe benefits is considered highly crucial to the successful recruitment and retention of quality senior medical and other health staff to the remoteness of the Northern Territory.  The provision of fringe benefits to attract and retain medical staff has been important for THS which must compete against the often higher private incomes which can be earned in private practice and to overcome the disadvantage of the lack of amenities and higher living costs associated with working in a rural and remote area.  An adequate level of medical personnel not only increases the standard and quality of care provided by NT hospitals but also increases the range of medical services offered to Territorians.  

Any removal of PBI status from hospitals and remote health clinics, or the PBI term without a similar FBT exemption would impose an ongoing severe financial burden on THS.

Territory Health Services believes the “Public Benevolent Institution” (PBI) category is relevant and should be retained because of the exemptions available to PBIs.  If the PBI category was removed, an alternative exemption for public hospitals and remote health clinics (and PBIs other than hospitals) would need to be enacted in legislation to ensure that they retained their FBT exemption status.  

charities_submissionII.doc
1 of 1
19/01/01

