Inquiry into the Definition of Charities and Related Organisations
C/‑ The Treasury

Parkes Place

PARKES ACT 2600

Dear Sir

INQUIRY INTO THE DEFINITION OF CHARITIES AND RELATED ORGANISATIONS
In response to the recent advertisement calling for submissions to address the terms of reference to the Inquiry, Family and Children's Services and its' portfolio agencies have prepared the following comments.

Whilst the department is unable to comment on the issues specific to the individual 'charitable' organisations, some broad comments have been prepared with regard to the need to protect the ability to raise revenue without penalties when such revenue is directed into welfare service provision.

Yours sincerely

Robert Fisher
DIRECTOR GENERAL

189 Royal Street, East Perth WA 6004 (P 0 Box 6334, East Perth WA 6892)

Tel (08) 9222 2555 Fax (08) 9222 2776

Website fes.wa.gov.au
ABN 41 889 424 592

COMMONWEALTH OF AUSTRALIA

INQUIRY INTO THE DEFINITION OF CHARITIES

AND RELATED ORGANISATIONS
The issues paper

As part of the terms of reference of the Inquiry, the Commonwealth has prepared an Issues Paper which focuses the intent of the Inquiry into the following areas of concern:

•
the implications of current social expectations and experience for defining charities and related organisations;
•
existing definitions of charities and related organisations used in Australia;

•
definitions used in overseas jurisdictions; and

•
options for enhancing the existing definitions in Australia.

The Issues Paper highlights the change of emphasis in defining an organisation as a bundle of activities with a 'charitable' purpose to individually examining each activity of the organisation irrespective of its charitable purpose. The consequence of this definitional change will be to impact on the treatment of an organisation with reference to the taxation system.

Whilst the Issues Paper is intended to assist individuals and organisations prepare submissions to the Committee, Family and Children's Services, Government of Western Australia, has prepared a broad response in terms of the effect on revenue raising to offset the cost of social welfare service provision.

Family and Children's Services funded services provided by the not for profit sector

In 2000/2001 Family and Children's Services had a budget allocation of over $48 million for the purchase of social welfare services from the not for profit non government sector. Over 450 service agreements currently exist between Family and Children's Services portfolio area and this sector that enable the provision of the following services for:

community development and education; children; parents; family, youth and individual support;

•

family safety;

•

crisis support; and

•

child placement.

•

positive ageing

The not for profit non government sector in Western Australia represents the service provider market for services funded by Family and Children's Services. It includes local government authorities but does not include aged care or disability services. Contracts with individual professional consultants (eg. psychological services) or other consulting or supporting services, which may be from for profit organisations, are not included as part of this analysis.

The Western Australian Auditor General in his report', described the not for profit non government sector in the following way:

" Western Australia relies upon a not for profit charitable sector to deliver a variety of community welfare services to the general public ... Over 2000 not for profit organisations (NFPOs) are listed in the Western Australian Council of Social Service's directory of community services. The largest of these organisations can be multinational in character with annual revenues in excess of $10 million. Most NFPOs, however, are small generally employing fewer than five staff and spending less than $100,000 annually.

Despite wide variation in the characteristics of individual NFPOs, the sector can be distinguished by:

•
most not for profit providers of community services are recognised by the Australian Taxation Office as charities. Any revenues above and beyond expenses are reinvested back into the organisation to further its mission; and

•
NFPOs are governed by voluntary boards with the aim of providing community service and charity care. They seek to mobilise voluntary effort, and encourage community networks, local participation and philanthropy."

The Auditor General describes a sector characterised by a variety of organisational structures both in terms of size and financial capacity. Inherent in this variety is a raft of different ideological and philosophical views comprising of a range of membership and service delivery types. But what the sector, workers and organisations have in common is that philosophy and values drive service delivery rather than the profit motive!

The typical not for profit organisation within the sector may be community based, a self‑help group or a church‑managed service. The community of Western Australia contributes to the sector by providing human resources through volunteer work in direct service delivery and the provision of voluntary management both at committee/board level and in day to day management for community‑based organisations.
The community also provides donations of money, goods and other services. In addition to direct government funding (commonwealth, state and/or local government, as well as the State Lotteries Commission) these organisations can generate operating revenue through fund‑raising activities, business undertakings (eg opportunity shops) and charging fees for their services. There is a strong relationship between the not for profit non government organisation and the community, the value of which is difficult to quantify in terms of the contributions made and of the reciprocal need to participate'. The relationship enables the development of social capital leading to strong resiliant communities.

Lastly, many of the organisations have a long history in the provision of social welfare services and as a result have established significant infrastructures to deliver their particular types of services and therefore have tended to ‑become unique and specialist service deliverers (eg. residential care agencies). Funding by Family and Children's Services to these types of organisations, not only is used in direct service provision but also supports the on‑going economic viability and continued growth of the organisation as a community asset.

Family and Children's Services response

By definition, the type of organisations Family and Children's Services has arrangements with for the provision of services do not accrue profits. Surplus revenue is not paid to shareholders or other individuals after deducting for the cost of production and relevant taxes.

It is recognised that the not for profit sector makes a significant contribution to the community services sector in Western Australia. Because of the valuable contribution not for profit organisations funded by Family and Children's Services juake to the provision of essential services on behalf of government, their funding and contractual arrangements are different to commercial business arrangements.

However, since the implementation of Australia's New Tax System, some funded service providers have raised concerns regarding the level of work required to manage the complex accounting and reporting requirements. Every dollar spent by not for profit organisations on administrative tasks is a dollar less for the direct services they provide.

' A Means to an End, Contracting Not For Profit Organisations for the Delivery of Community Services, Report No 3 June 2000, Auditor General Western Australia, page 10.

' From Crisis to Prevention, The Western Australian Community Services Industry Study, a study of the origins, nature and operations of the Community Services Industry in Western Australia, Department for Community Development, June 1994.

Organisations accrue revenue to support and supplement the service they provide. Family and Children's Services would expect the Inquiry to deliver:

the sector not being adversely affected in its ability to generate revenue that is demonstrably channelled into the ongoing provision of social welfare services including advocacy and policy development,

•
the establishment of a simplified accounting system supporting the operations of the sector, which operate through the application of nationally accepted definition(s) with the appropriate legal status,

•
minimising the confusion regarding the current array of definitions of charities and related organisations through the rationalising of definitions. See previous notes.

Addressing these three elements would provide a necessary clarity to the operations of these welfare service providers.

