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EXECUTIVE SUMMARY

Ecumenical Housing makes the following submissions:

1. A viable charitable sector contributes to Government and to the community.

2. Charities add greater value to the community by capturing learning and contributing it back to the community.

3. Ecumenical Housing supports a definition of charity which encourages philanthropic giving through tax deductibility.

4. Ecumenical Housing supports a definition of charity which extends fringe benefits concession to all charities.

5. That any organisation which is constituted solely to address the relief of poverty, sickness, suffering, distress, misfortune, destitution or helplessness should be a charity and should attain at least all the current benefits of a Public Benevolent Institution.

6. That the “directness” requirement for eligibility for public benevolent institutions be abolished to allow for other forms of assistance including consultancy, research or advocacy.

7. That the purpose, not the nature, of activities undertaken by a charitable organisation should determine its charitable status.

8. That no activities that fall within the purpose of a charitable organisation should be classified as commercial activities, having regard to their charitable purpose.

9. That charitable organisations should be permitted to compete with for-profit organisations in activities consistent with the charitable purposes of charitable organisations.

THE WORK OF ECUMENICAL HOUSING INC
VISION

Our vision is of a fair society where all have the right and the opportunity to live with dignity in a sustainable community.

MISSION

Our mission is to advocate for the right of all people who are disadvantaged or marginalised to an appropriate, secure and affordable home within a supportive community.

OUR GOALS

· To provide well-managed quality community housing for low income and disadvantaged Victorians that is effectively linked to relevant support services and is provided within the context of a sustainable community.

· To promote the role of community housing, contribute to the growth and development of the community housing sector.

· To complete research projects which contribute to our ability to effectively advocate on behalf of the Churches and to support the community service responsibilities of the Churches.

· To complete high quality Research and consultancy projects which establish us as a leader in the housing and community services field.

· To further strengthen our links with the Churches and maintain housing as a high profile issue on the agenda of the Churches.

· To contribute to reform in housing policy and social housing provision in Victoria and Australia, which improves the accountability, appropriateness and affordability of housing for all people who are disadvantaged and results in a more equitable distribution of housing assistance.

SUBMISSION OF ECUMENICAL HOUSING INC

Who is Ecumenical Housing Inc?
Ecumenical Housing Inc (“EHI”) is a not-for-profit incorporated association which is formally recognised as a Commission of the Victorian Council of Churches. Through EHI, the Churches work collaboratively to inquire into and seek to ameliorate the problems experienced by the disadvantaged members of our society in trying to secure a decent home for themselves and their families.  

EHI resources the Churches in developing appropriate, secure and affordable housing, thereby providing the opportunity for vulnerable members of our community to participate more fully in their own local community.

EHI views itself as the Church’s voice in the housing debate and often resources its advocacy through research and consultancy projects.
How is EHI organised?

· EHI is an incorporated association established to effect reform of housing policy and the development of a viable and effective housing sector.

It is closely related to two other entities.  These are:

· Ecumenical Housing Trust (“EHT”), a trust of which EHI is trustee, established as a separate entity to undertake projects which involve property ownership; and

· Ecumenical Community Housing (“ECH”), a company limited by guarantee, which is a community housing provider and an ownership and management vehicle for the Churches of Victoria through which to undertake joint ventures with Government and the private sector. 

Each of the 3 entities under the Ecumenical Housing umbrella are in popular usage charities.  EHI and ECH are public benevolent institutions.  

The traditional financial support base of Ecumenical Housing has been the Churches, philanthropic trusts, government and corporate organisations.  Increasingly however EHI has been forced to become more reliant on surpluses generated from consultancy income to finance its advocacy role.

To be competitive in tenders for research and consultancy it must make use of the tax advantages currently extended to it by virtue of it being a public benevolent institution.

Why is EHI is participating in this Inquiry?

To ensure that services and support for the most disadvantaged in our community are strengthened by appropriate definitions of charity and public benevolent institutions (“PBIs”).
EHI will do so by providing arguments in support of:

(i) a definition for “charity” and “PBI” that is determined by the purpose of an organisation and not by the nature of its activities; and

(ii) the continuing need for a contemporary concept and definition of PBI.






A Viable Charity Sector Contributes to Government and the Community

As a highly skilled and experienced applied housing research organisation, we assist Government achieve its broad social agenda in two ways:

· Ecumenical Housing provides Government with an effective alternative to research, evaluate, review and develop Government policies and programs on a fee for service basis.

· Ecumenical Housing provides Government with an independent source of advice on a range of housing policy issues through both formal processes and informal briefings.  This advice, by its nature, should not be purchased by Government.  In order to fulfil the latter role Ecumenical Housing depends upon donations, FBT exemptions and surpluses generated on some consultancy projects.

It is a major issue for churches, which have a commitment to the wellbeing of the community, to inform government for future public housing policy.  The advocacy of EHI assists churches and also assists Government in the preparation of good future policy.  
A viable charitable sector contributes to Government and to the community.

Charities add Greater Value to the Community

It is submitted that when a charity is involved in charitable works in the community, it harnesses its learning and contributes the whole of that learning back into the community.

For example when Ecumenical Housing finishes a consultancy project, it analyses what has been learned and from that analysis it seeks to establish a policy for future action in the area.

Illustration

EHI worked with the St Kilda Baptist Benevolent Society in a review of the Scottsdale Supported Residential Service (“SSRS”).  SSRS assisted 17 very disadvantaged people by providing them with housing.  EHI worked closely with the SSRS management committee and staff to examine the needs of residents, the operation of the service and its future financial viability.  EHI found that management had not fully focussed on finances.  EHI was able to introduce proper notions of financial transparency.  EHI was able to determine the proper level of money needed for the continuation of SSRS.  EHI was able to determine an appropriate level of services.  EHI was able to determine building rectification needs.

The review was used to highlight a need for funding assistance from the Department of Human Services.

EHI was not only able to assist in the direct “brief” of the review but was able to demonstrate broadly the dangers of deinstitutionalisation.  EHI was able to demonstrate from a policy perspective why private support of residential services are not financially viable.  EHI observed that to continue viability, private profit-driven residential services were forced to let buildings decay.

The case study illustrates that whereas a private consultancy might carry out a particular evaluation of a single site, it would not then contribute that learning back into the community by way of policy development and the opportunity to develop ongoing model for government.

Charities add greater value to the community by capturing learning and contributing it back to the community.

What is a charity?

Ecumenical Housing is not presenting an overall definition of a charity. 

We are arguing that: within any overall definition a not-for-profit organisation that is constituted solely to address the relief of poverty, sickness, suffering, distress, misfortune, destitution or helplessness of the disadvantaged in our community and provides no private gain for particular persons should be a charity.

Thus, if the purpose of an organisation is charitable then activities such as advocacy, research and consultancies that are consistent with that charitable purpose are appropriate activities for a charity to undertake.

EHI’s argument

The charitable sector has developed over the last hundred years into a large and sophisticated sector looks to build the social capital of our society.

It has an increasing role as a partner with government in service provision and as a service provider of government-funded services.

Charitable organisations need to respond to the changing social and economic conditions of our society and to the policy and philosophical positions of governments. 

In common with other enterprises, within this environment, there is a need for charitable organisations to be progressive and respond to changes in the environment in which they operate.  Provision of direct relief services only is no longer a realistic option for the charitable sector if it is to achieve its mission and ensure appropriate assistance is provided to those who are most disadvantaged. It is only through the development of appropriate policies and practices that effective  service can be provided in a way that maximises the benefits to the most disadvantaged in our community.

In order to develop appropriate policy and practice in contemporary Australia, the charitable sector needs to undertake research and development activities.  Through such research and development, an ongoing contemporary body of knowledge can be maintained within the sector.  Research and development initiatives provide the charitable sector with the information it needs to advocate on behalf of the most disadvantaged – it ensures good evidence, rather than rhetoric and anecdote, is used to argue its case.  

EHI believes there is a proper place for advocacy within the umbrella of charity.  Good policy is based on effective practice.  Practice must be evaluated, alternatives researched and Government informed.  Consequently, advocacy is critical to the effectiveness of a good charity.

EHI is viewed as the Church’s voice in housing debate and housing policy formation and undertakes research and consultancy projects to build up the knowledge resources to provide informed and respected advocacy. 

Historically, a number of the leading charitable organisations in Australia have undertaken social research.  Such research has been important in influencing and informing the development of governmental policy and actual service provision.

Such research was historically funded by donations from individuals, philanthropic trusts, or private organisations.  Over the last 50 years that has changed, government has become a large funder of social research, initially through grants and increasingly in later years  through the tendering of consultancy projects.

Over the last 13 years Ecumenical Housing has developed its research expertise to the level that it is now an associate under the Australian Housing and Urban Research Institute (AHURI), the Commonwealth and State Government funded body for housing research in Australia. 

At the same time governments and the charitable sector have engaged EHI to undertake consultancy projects looking at policy and practice in relation to social housing and support for the most disadvantaged in our community.

While EHI will compete with private sector consultants for research and consultancy work it differentiates itself from private sector organisations. It does this by using the accumulated knowledge developed through its research and consultancy projects to inform its  advocacy and sector development roles wherever possible. 

In contrast to private sector organisations Ecumenical Housing works with a constitution that requires it to gain the knowledge and resources to ensure:

1
best practice in the provision of its housing and support to the most disadvantaged in our community;

2 well informed and reasoned advocacy for provision of housing and support to the most disadvantaged in our community;

3 continuing development from within the social housing and housing support sectors; 

rather than providing benefits to shareholders. 

EHI undertakes research and consultancy to raise funds to support both service-provision and advocacy. This is an important end in itself, to ensure organisational survival and the ability to achieve the objects of its constitution.  Limited funding is available to support undertaking many of the organisation’s charitable purposes and these activities require a considerable amount of EHI’s resources.  However, the greatest benefit to Ecumenical Housing from undertaking such activities is the contribution it makes to building a body of knowledge which it can use in service provision, advocacy and sector development. 

It is argued that being tightly constituted to achieve particular charitable outcomes clearly defines an organisation as charitable.  This altruistic characteristic requires EHI to share its knowledge within the sector and in practice results in EHI being asked to participate on government consultative committees, present papers to conferences and seminars, and be a key resource for information within the charitable, community service and government sectors. 

Within the current legislative context the definition of charity and in particular public benevolent institution status is crucial to EHIs ongoing existence and ability to work for and on behalf of the most disadvantaged in our community.

PBI

The Inquiry has been given the specific reference to examine “… the continuing relevance of the ‘public benevolent institution’ definition.”

Government has used the term “PBI” to defined a particular subset of charities, providing particularly important services to the most disadvantaged within our society.  Government has determined that such organisations should be provided with additional benefits, generally under the tax law, to help facilitate their work. 

The need that gave rise to the initial utilisation of PBI as a distinguishing term, the relief of suffering of the most disadvantaged within our community, continues to be as meaningful today as it has ever been.  

If the need for the differentiation of charities into PBIs and other charities was no longer seen to exist, and it was decided that PBIs should cease to exist, then the existing taxation or other legislative and administrative treatment of PBIs must be considered.  A key question in such circumstances would be: “Should charities as a whole enjoy the benefits formerly enjoyed by PBIs?”
PBI special benefits
EHI is able to assist Government at the present time because of two tax advantages that arise because of the current definition of public benevolent institution ("PBI").  The primary ones are as follows:

· Income Tax Deductibility


Donation revenue which supports the work of ECH and EHI is achieved from philanthropic trusts and corporations willing to donate because EHI and ECH are PBIs with attendant tax deductibility.


In today’s world, fewer funds are available from philanthropic trusts.  However, these trusts will support important projects which government may be unwilling to support.  Changes in government policy have led to the growing isolation of social groups within public housing.  Government does not want to fund research in this area but philanthropic trusts will, because they are independent from government.

EHI supports a definition of charity which encourages philanthropic giving through tax deductibility.

· Fringe Benefits Tax Exemptions


With the limited funds available, EHI could not hope to match salary packages available in the public or private sector.  However, the opportunity to offer a salary package which includes fringe benefits with tax concessions adds to the attractiveness of working for our organisation.  


It is through the fringe benefit tax concessions given to EHI (and ECH) that they are able to provide staff with packages that nearly approximate those available elsewhere.  EHI notes that its staff are willing to take lower salaries than they would demand in the public or private sectors because of a commitment to the mission and vision of EHI.

EHI supports a definition of charity which extends fringe benefit concessions to all charities.

Impact of loss of benefits

If existing PBIs were to lose their special benefits, then an inquiry should identify what impact such an action would have on the support provided to the most disadvantaged in the community.

In the case of EHI, it would mean that much of the support provided to groups within our society such as the homeless, low-income people with a disability and low-income single-parent families would be reduced, and EHI would be forced to focus on the “easier” groups of disadvantaged within our society.  Working with the most disadvantaged takes greater resources than other disadvantaged groups.  

The Direct Assistance Test

The definition of PBI requires that the organisation provide its aid and services directly to people in need of benevolent relief: the "direct assistance" test.

While providing community housing is direct assistance, the provision of consultation or research services by advocacy may not be.

EHI supports the abolition of the requirement for eligibility for benevolent institutions of “directness”, to allow for other forms of assistance including consultancy, research or advocacy.

Commercial Activities

Paragraph 15 of the Issues Paper raises the question as to whether it is appropriate to distinguish between commercial and non commercial activities undertaken by charities and related organisations.

It is the submission of EHI that the key component that characterises an activity as commercial is the profit motive.  Accordingly a genuinely charitable organisation which is carrying out its Mission will not be engaged in commercial activities because the purpose of all its activities will be directed at fulfilling its charitable mission.

For example, EHI may be engaged in consultancy on community housing issues instructed by government or other charitable organisations.  Although such work could be carried out by for profit consultancies such as those attached to major accounting firms, the purpose of EHI distinguishes the nature of the activity.  Such a consultancy reflects the Mission of EHI to contribute to fair social housing policies and practices.

EHI believes that if government wants quality advice from the non-profit sector (which has different values and different experiences from the profit sector), the non-profit sector itself must be viable for continued existence.  

The consultancy services provided by EHI should not be viewed as commercial, but should be appreciated as supporting EHI, and thereby playing a part in building social capital for the community.  

EHI submits that no activities that fall within the purpose of a charitable organisation should be classified as commercial activities, having regard to their charitable purpose.

EHI affirms the approach that it is the underlying purpose of an activity that ought to be taken into account in assessing whether the activity is charitable or commercial, and not simply an assessment of whether the activity could be carried out by a for-profit organisation.

It is submitted that this is easily monitored and tested by comparing the purposes of an organisation as set out in its Constitution with the activities of the organisation as set out in its programs to ensure that activity relates to purpose.

In some circumstances the link between purpose and activity may simply be conducting fundraising activities to contribute to sustainability of the charitable purpose.  It is submitted that such activity is a valid expression of the purpose of an organisation.

The purpose, not the nature, of activities undertaken by a charitable organisation should determine its charitable status.

Competition 
It may be that a service could be offered by a charitable organisation and a for-profit organisation.  In some circumstances the charitable organisation may be able to offer a pricing advantage because of the concessions it enjoys.

This ought not be seen as undesirable.  A community is well served by charitable organisations that apply any surplus to the benefit of the community through further charitable works.  Often these services are provided to other charitable organisations and assist them to provide greater benefits to the community.

EHI believes that charitable organisations should be permitted to compete with for profit organisations in activities consistent with the charitable purposes of charitable organisations.

Offset against the charitable concessions are the additional burdens that charities carry including:

· The burden of being required to make community contributions regardless of ability to pay.

· The burden of providing government with the benefit of research and advice such as Inquiries of this nature.

· The burden of public accountability and public stewardship.

· The administrative burden of organising volunteer boards and operational people.

· The burden of attracting good professional people on limited resources.

· The burden of having to raise funds through funding submissions and philanthropic and charitable giving.

The perceived advantages of concessions made available to the charitable sector is often offset by the burden and cost of public responsibility.
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