[image: image1.jpg]v

Volunteering WA




Inquiry into the Definition of Charities and Related Organisations

Submission on behalf of Volunteering Western Australia

Incorporated as the Volunteer Centre of Western Australia

EXECUTIVE SUMMARY

Introduction

Volunteering Western Australia is the state peak body for volunteering in Western Australia which delivers services across the state on matters associated with volunteering.   The Centre currently supports volunteer recruitment and ongoing best practice in volunteer management for over 300 different not-for-profit volunteer based agencies across all sectors of the community, including emerging Regional Volunteer Referral and Resource Centres, whose funding, in some instances, is limited solely to membership dues.

Conclusion

Volunteering Western Australia submits that consideration should be given to the wider definition of charities to encompass the educative role of Volunteer Referral and Resource Centre service which is encouraging best practice in the delivery of charitable and other community services.

The community will be better served by broadening the definition of "charity" to encompass  

not-for-profit organisations that have a significant purpose and delivery of service of benefit to the community, particularly in relation to education and support.

Contact person:

Sallie Davies

Executive Director, Volunteering Western Australia

City West Lotteries House

2 Delhi Street

WEST PERTH  WA 6005

Telephone:
08 9420 7288

Facsimile:
08 9420 7289

E-mail:

community@volunteer.org.au

Website:
http://www.volunteer.org.au 
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1.
Introduction

Volunteering Western Australia is the state peak body for volunteering in Western Australia which delivers services across the state on matters associated with volunteering.   The Centre currently supports volunteer recruitment and ongoing best practice in volunteer management for over 300 different not-for-profit volunteer based agencies across all sectors of the community, including emerging Regional Volunteer Referral and Resource Centres, whose funding, in some instances, is limited solely to membership dues.

2.
Definitions

2.1
Charitable Organisation

The definition of charity for GST purposes is as follows:

A charity is a not for profit institution or fund whose main purpose is to benefit the community or a section of it through:

· The relief of poverty or sickness or the needs of the aged

· The advancement of education

· The advancement of religion, or

· Other purposes beneficial to the community.
A Charitable Organisation is in effect an Income Tax Exempt Charity under the new tax system if endorsement has been sought.

Charitable status attracts income tax exemptions with respect to the direct income of charities, GST free status on non-commercial activities, some FBT concessions and exemptions from various State taxes.  This common law definition is also used in trust law and in State Government legislation regarding the regulation of charitable fund raising in WA.

2.2
Not for Profit Organisations

A not for profit organisation requires a constitution containing a dissolution and not for profit clause.  A not for profit organisation or fund established for the following purposes is NOT considered to be a charity:

· Sporting, recreational and social clubs

· Organisations runs for the profit of their members

· Organisations run for their members' common interest (this includes professional or trade groups)

· Community service organisations that have a significant membership purpose, such as traditional service clubs

· Political parties and lobbying groups, or

· Commercial or business enterprises operating for fundraising.

It is possible for not for profit organisations to have a portion of their activities endorsed as a deductible Gift Recipient ie. They are able to use some of the tax rules applicable to charities giving rise to equity issues.

2.3
Public Benevolent Institution (PBI)

a public benevolent institution

· is established and carried on for the relief of poverty, sickness, suffering, distress, misfortune, destitution or helplessness

· makes its services available without discrimination to every member of the public which the organisation aims to benefit

· is administered for the public good without purpose of private gain, and

· provides direct relief for the benefit of disadvantaged sections of the p[ublic eg. Provision of food and/or shelter for homeless people (from ATO publication FBT Nat 3470-112000)

PBI status attracts Fringe Benefit Tax concessions.  Practically all PBIs are also charitable organisations and Income Tax Exempt Charities, but only a minority of charities are PBIs.  This is because PBI status is more narrowly defined.

3.
Volunteer Referral and Resource Centres (VRC/VRAs)

The development of VRC/VRAs is a relatively new phenomenon which is emerging to provide co-ordinated infrastructure, developed by and providing a source of persons with expertise on the nature of volunteering or "volunteering professionals" to advise and support the delivery of services to the community by volunteers.  

The identified need for such services has been clearly documented in submissions to governments in every state and territory and to the Federal Government.  Recognition of this volunteer effort has provided limited funding and support for state peak bodies and some regional centres.

The charitable status of such not for profit organisations engaging substantially in the education and support of volunteers delivering services in the community is uncertain.  There is a failure to equate support of volunteer effort in support of charitable service delivery with financial support to pay for such service delivery, although the support of volunteer effort is identified as vital to the organisations concerned.
The charitable nature of the services and the identified contributions of people seeking to volunteer through such community based services, and their education, training and support needs are often overlooked.

The services provided by these organisations is introducing a new dimension for education of organisations, volunteers, potential volunteers and clients of not for profit organisations, providing a benchmark for best practice in delivery of services to the whole community.  Such education needs encompasses governance, management, and service delivery issues.

VRA/VRC services allow the individual volunteer to make an informed choice about the work they want to do in the community.  The benefits derived from making this choice result in satisfied and motivated volunteers.  Their retention is dependent on the organisation doing its bit to ensure that not only the clients receive the information and support they need but also the volunteers.  Experience is showing that far more people offer their services when they can expect to receive the support they need.

In defining what organisations provide benefits to health, social welfare or community infrastructure an expansive view should be taken.   State Centres and VRA/VRCs contribute by assisting other agencies to deliver health and welfare services, and by finding needy people volunteer work which increases their self-esteem, improves their social networks and provides skills that could lead to paid employment. 

There is inequity in the judgements in determining "charitable status".  One of the goals listed in the Inquiry Issues Paper is the need to encourage the community sector to work in partnership with business in delivering beneficial community outcomes.   Although this is not prevented by the current definition of charity, it is hindered by it, as some corporate groups limit their cooperation, sponsorship or donations to organisations defined as ‘charitable’ for tax purposes.

“Charity” needs to be broadly defined on the basis of the purpose for which an organisation undertakes certain activities, and not solely on the nature of the activities themselves.   Community-based not-for-profit organisations that undertake activities which benefit health, social welfare or community infrastructure should come within the definition of “charity”.

The problem with the current definition of charity is not so much the broad definition “a non-profit body, providing a public benefit with a dominant purpose that is charitable such as the relief of poverty, needs of the aged, the relief of sickness or distress, the advancement of education, the advancement of religion or other purposes beneficial to the community”.   

It is argued that these centres contribute towards the relief of poverty, the needs of the aged, the relief of sickness or distress and they offer education.   However, the ATO advises in some cases that the categories of “charitable organisations” are clearly listed and that they do not fall within them.   This is because we assist with many areas but do not specialise with helping in only one. This has resulted in some clear inconsistencies.   

Peel Volunteer Centre is an Income Tax Exempt Charity, and the State Tax authority has exempted them from State stamp duties on the basis of “charitable status” but the Federal Tax Office will not define that organisation  as a “charity” for DGR purposes.   These inconsistencies must be addressed. 

If it is truly the government’s intention to encourage community-based social welfare and support agencies, the definition of “charity” needs to be expanded to cover all contributing groups.   Many smaller agencies do fine public service work throughout the community in a whole range of areas and they are often reliant upon private funding.   Without access to funding that currently supports only “charities” these agencies will not survive and the burden will fall back to the government to support all social welfare activities.

4.
Conclusion

Volunteering Western Australia therefore submits that consideration should be given to the wider definition of charities to encompass the educative role of Volunteer Referral and Resource Centre service which is encouraging best practice in the delivery of charitable and other community services.

The community will be better served by broadening the definition of "charity" to encompass  

not-for-profit organisations that have a significant purpose and delivery of service of benefit to the community, particularly in relation to education and support.

Contact person:

Sallie Davies

Executive Director, Volunteering Western Australia

City West Lotteries House

2 Delhi Street

WEST PERTH  WA 6005

Telephone:
08 9420 7288

Facsimile:
08 9420 7289

E-mail:

community@volunteer.org.au

Website:
http://www.volunteer.org.au

G:/vcwa/charities submission.doc.word.sd

29/01/01

