
DEFINITION OF CHARITIES AND RELATED ORGANISATIONS

EXECUTIVE SUMMARY:


This presentation is discussing two small not-for-profit community service organisations, both less than 10 years old.


Both bodies exist to serve specific areas of the community, i.e. they operate directly to relieve poverty, sickness, suffering or misfortune; both receive different Government funding (on outcome-based service agreements) and both are PBIs.


Both organisations have changed their Constitutional wording to reflect the latest definitions required by the ATO.


Neither of these organisations have any 'charity' or 'religious' connotations, but depend purely on the common law definition.


The definitions require greater clarity, which should be covered by legislation.






*******************

TO THE ENQUIRY INTO THE DEFINITION OF CHARITIES AND RELATED ORGANISATIONS:
This response serves to cover two small not-for-profit organisations, created to serve specific need in their communities. They are both less than 10 years old, and are currently public benevolent institutions (PBIs) as defined by the Australian Taxation Office, one is also a Deductible Gift Recipient (DGR) as defined by ATO, with a special account set aside for donations and gifts, as required.

Both bodies exist to serve consumers in direct service, to alleviate poverty, sickness, suffering or misfortune, are Government funded by different departments, have outcome-based service agreements, and report quarterly. 

Neither of these organisations have any 'charity' or 'religious' connotations, but depend purely on the common law definition.

These organisations are representative of many small community organisations, not-for-profit. The new definitions of 'PBI' from the ATO could be detrimental to both. While I am aware that this enquiry is not attempting to cover problems arising from the differing definitions, this report covers the difficulties suffered by small organisations attempting to satisfy the requirements of funding bodies and now the ATO. 

In the current economic climate, both should be seeking other funding options or fund-raising areas of operation. However, the current definitions, as mentioned, prohibit such enterprise.

If we could have our primary purpose used for the definition, with the Objects of the Constitutions used to support this, we could expand activities into a 'for-profit' area, with the provision that the major activities of the organisations would be for the benefits of the consumers. Presently this is extremely difficult.

It is conceivable that the term 'Charities' should be discontinued, in favour of 'non-profit service organisation'.

In this context, the term 'charity' is irrelevant, we need another term for PBI as well. Should this be incorporated into the term 'non-profit service'. In this instance, 'service' could define 'direct assistance'. 

In the commencement of both services, various other State Government taxes could be saved by defining to the State Stamp Duties Office the Constitution and Objects of the organisations. Of course, at that time, the only interest the ATO took in the formation of these services was in the definition of PBI, and whether the organisations fitted that definition, which both did. And, of course, in the employment of workers and payment of taxes relevant to the employment. 

Unfortunately, organisations everywhere are disadvantaged by the wording of a definition provided by the ATO. Their book on Deductible Gift Recipients and donors, entitled "Gift Pack" is quite clear on its definitions of various organisations and their PBI status. The DGR tables are even more explicit and have already caused many non-profits to revise their policies and Constitutions.

The common law definitions need to be revised out of existance. Doing this by legislation would appear to be the easiest option, as it would enable the ATO to respond more positively and quickly. Legislation may need wording to include 'non-core' activities by 'non-profit services' organisations, undertaken solely to provide more or better services to 'core' consumers. 

One of these organisations is a Community Transport service, where 70% of the workforce are volunteers of various ages. If this organisation could take on some commercial activities without losing their 'non-profit' designation, there would be an opportunity to provide full time employment for another 6 people, with full training provided. With volunteers still being used, the long waiting lists would be eliminated, and the service would not be limited by lack of funding. The definition of non-profit would control any commercial (fund-raising) activities undertaken, with profits allowing the service to expand to fill the community need.

The definition should depend on the services provided, rather than the existing community structures perceived to be 'charity' or 'religious'. Taking this route would enable re-definition of religious and charity organisations currently in existance. 

I consider that both religious and charity organisations could be re-defined to separate their religious or charity endeavours, without having to re-constitute other sections of their operations.

It should be noted that a well run community organisation can provide services at a lower unit cost than almost all Government or local authority services. 

A further re-definition is timely.
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