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The Hon Ian Sheppard AO QC

Chairman

Inquiry into the Definition of


Charities and Related Organisations
C/‑ The Treasury

Parkes Place

PARKES ACT 2600

Dear Mr Sheppard

Inquiry into the Definition of Charities and Related Organisations
The Institute of Chartered Accountants in Australia

CPA Australia and The Institute of Chartered Accountants in Australia (the Accounting Bodies) appreciate the opportunity to make this submission to the Inquiry into the Definition of Charities and Related Organisations. The submission has been prepared by our Legislation Review Board under the administration of our Australian Accounting Research Foundation. The Board is appointed to advise on matters of legislative and regulatory policy.

The Accounting Bodies at this stage do not believe it is appropriate to make comment on the definition of charities and related organisations per se, prior to the development of draft proposals. However, we do want to comment on the absence of a uniform Australian legislative and administrative framework for regulating charities and related organisations.
The Prime Minister, in announcing the Inquiry, stated that "We need to ensure that the legislative and administrative framework in which they [charitable, religious and community service not‑for‑profit. organisations] operate is appropriate to the modern social and economic environment". The Inquiry has, however, been limited to the definition of charities and related organisations and Commonwealth law and administrative practice. It is our understanding that the Inquiry relates to the Commonwealth's taxation of the charities and related organisations.
We believe that the scope of the Inquiry should be broadened to examine issues associated with the diversity of legal and administrative arrangements that charities and related organisations are subject to. For example, anomalies arising from different entities being subject to the Corporations Law and others subject to the associations incorporation legislation of the States and Territories need to be examined with the view to improving the current regulatory framework.

Currently, the legislation of the States and Territories, as it relates to such organisations, differs substantially in key areas such as financial reporting and auditing. For example, Western Australia's Associations Incorporation Act 1987 requires the reporting of an organisation's financial position but does not detail what is meant by financial position. There is also no requirement for the annual audit and related reporting to the organisation's members on the financial position whereas there is in Victoria's Associations Incorporation Act 1981. At the national level, all large charities operate as companies limited by guarantee making them subject to the Corporations Law. They have replaced for‑profit terminology, such as profit and loss account and profit for year, with the more appropriate terms, such as income and expenditure statement and net income for the year.

It is our understanding that the Australian Accounting Standards Board (AASB) has an industry specific Not‑for‑Profit Entities project underway looking at what needs to be done to ensure Australian Accounting Standards that apply to financial reporting under the Corporations Law also address the unique issues (if any) of not‑for‑profit entities. Any changes are likely to be made to the existing Standards rather than the creation of Standards specific to not‑for‑profit organisations. This approach is supported by the Accounting Bodies.

To reinforce the work of the AASB in this area, we believe that the Inquiry and the Government should promote to the States and Territories a national cooperative framework for not‑for‑profit organisations including financial reporting in accordance with Australian Accounting Standards.

We would welcome the opportunity to discuss with you related matters on which you would like our views or additional input. Please direct any queries to Mr Stan Neild, Manager Legislation Review, on telephone (03) 9641 7439.

Yours sincerely,

J B West FCA
President

The Institute of Chartered

Accountants in Australia

J C Morton FCPA
National President

CPA Australia

