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PREAMBLE

The Federation of Parents and Citizens’ Associations of New South Wales is committed to a free public education system which is open to all people irrespective of culture, gender, academic ability and socio-economic class and empowers students to control their own lives and be contributing members of society.

This commitment is based on the belief that:

· All students have the capacity to learn;

· The Government has prime responsibility to provide an education system open to all which is free and secular;

· Schools should be structured to meet the needs of individual students and should respect the knowledge those students bring to school and build on that knowledge to foster their understanding about the world.

Parents, as partners in the education process, have a right and a responsibility to play an active role in the education of their children. P&C Federation and its representatives share a responsibility of ensuring representative decision making for the benefit of all students. P&C Federation’s annual conference, attended by representatives of its 2100 affiliate associations, develops policy which is energetically promoted by P&C Federation’s democratically elected Council.

Summary

This submission outlines the ways in which current definitions of the parent organisations in government schools affect their operations. 2100 of these organisations are affiliated with the Federation of Parents and Citizens’ Associations of New South Wales. The submission provides information about:

1. The definition, objectives and functions of government school-based parent organisations under the New South Wales legislation that establishes them;

2. Treatment of these organisations under New South Wales charities legislation; and

3. Commonwealth treatment of these organisations for taxation purposes.

The submission goes on to describe some problems with current definitions and consequent treatments of these organisations. These problems are based on the failure to distinguish between large, corporate-style charities and small community-based charities like school-based parent organisations. It indicates decisions that may be necessary to appropriately regulate large charities with sophisticated administrative structures are not appropriate for small, community-based charities. 

The submission outlines the increased demands on school-based parent organisations as a direct result of government policies. It also describes the way in which existing definitions disadvantage these organisations when competing with other charities. It goes on to reveal advantageous treatment of private schools, and bodies associated with them. It urges the committee to reconsider the relevant definitions to enable school-based parent organisations to compete with these other charities on equal terms.

The submission urges a systematic examination of the charities sector so that government has a better platform upon which to base future decisions.

Recommendations

1. That the Commonwealth government conducts a systematic analysis of the charities sector to identify the differing risks and dependencies affecting distinct types of organisations captured by charities legislation and to gain a sound knowledge base upon which decisions affecting the sector may be based. 

2. That the Inquiry recommends that appropriately constituted and controlled small community-based charitable organisations are exempted from all taxation obligations, including payment of GST on transactions they make.

3. That the Commonwealth government recognises the value of community-based, volunteer operated charities and acts to ease administrative burdens and associated liabilities that threaten the viability of these organisations.

4. That gift-deductibility should apply to donations made in relation to all the objectives of public school parent organisations.

5. That, given the competitive barriers of existing definitions within the charities sector, the purposes for which activities are conducted and not the nature of those activities should be the relevant criterion upon which definitions are based.

6. That the Inquiry recognises the advantageous treatment of private schools and bodies associated with them as outlined in this submission and recommends measures to remove barriers to community support for public education that currently exist

Introduction 

P&C Federation welcomes this inquiry into the definition of charities and related organisations. Current definitions of these organisations and especially the distinctions made by government in terms of the tax and other treatment of various types of non-profit organisations the reasons for the different treatments applying to various charities and non-profit bodies are opaque to the community in general and often appear confusing and arbitrary to people working within the sector. 

P&C Federation represents more than 2100 school-based parent organisations in all corners of New South Wales. These organisations are small, community-based charities that are administered by volunteers and control few, if any, capital assets. Recent decisions affecting charities in relation to the goods and services tax have had a severe and negative impact on community-based voluntary charities like school-based parent organisations. We believe those decisions were based on poorly informed advice about these organisations. We understand that the Treasury and the Australian Taxation Office (ATO) had little information upon which to formulate advice because these and similar charities had no tax obligations and therefore no reason to provide information to these arms of government. It is also possible that Government underestimated the size and importance of this segment of the charities sector. 

We acknowledge that the Inquiry’s terms constrain it to consider definitions in the context of current economic pressures and social expectations of the community on charities and similar organisations. It needs to be stressed, however, that any definitional changes would have significant practical ramifications for the sector as a whole. Despite this, we believe that there is a compelling case for donations to parent organisations in government schools tax deductible. We believe the processes for offering this concession should be simple in recognition of the voluntary basis and common objectives of these organisations.

We hope the current inquiry provides useful information to Government so that decisions affecting the charitable sector are, in future, based on a sound understanding of the issues and fragilities that determine the reach and effectiveness of these organisations. 

This submission focuses on the functions of school-based parent organisations in government schools and the ways in which current definitions set out in New South Wales and Commonwealth legislation influence and, in some cases, limit the capacities of these organisations to pursue the objectives under which they are constituted. It also draws attention to apparent anomalies and distinctions between charitable and non-profit organisations and the impact of these discrepancies on these organisations. 

Recommendation

That the Commonwealth government conducts a systematic analysis of the charities sector to identify the differing risks and dependencies that affect the distinct types of organisations captured by existing charities and to gain a sound knowledge base upon which decisions affecting the sector may be based.

Existing definitions that apply to school-based parent organisations in New South Wales 

Parent organisations in New South Wales are established under the Education Act 1990. Part 11 of that act defines what parent organisations are and specifies their objectives and functions. 

Section 114 of the Act states:

114 Definition of “parents and citizens association”:

In this Part: parents and citizens association means an association constituted under this Act and consisting of parents of children attending any government school together with other residents of the district served by the school who are interested in the welfare of the school.

These organisations can be established in connection with any of the 2238 government school in New South Wales and exist in almost all except for those in hospitals and juvenile justice centres. They may be incorporated under the Parents and Citizens Associations Incorporation Act 1976 or under the Associations Incorporation Act 1984. A copy of the Prescribed Constitution for Incorporated Parents and Citizens’ Associations is attached for the information of the Inquiry.

The Act defines the objects and functions of these associations as:

116 Objects and functions

(1) The objects of an association are:

(a) to promote the interests of the school by bringing parents, citizens, students and teaching staff into close co-operation, and

(b) to assist in providing facilities and equipment for the school and in promoting the recreation and welfare of the students at the school, and

(c) to encourage parent and community participation in curriculum and other education issues in schools where there is no school council.

(2) The functions of an association are the following:

(a) to report, when requested by the Minister, on the material requirements of the school and to advise on the subject of maintenance of the school, alterations and additions to school facilities, and the selection of new sites,

(b) to assist and co-operate with the teaching staff in public functions associated with the school,

(c)  to be responsible for the election of parent representatives to any school council constituted at the school in consultation with the principal of the school to ensure consistency with any guidelines for elections issued by the Director-General of School Education,

(d)  to assist in any other matters in which the Minister may seek the co-operation of the association and to exercise such other functions as may be prescribed by the regulations.

In New South Wales government schools, school-based parents’ organisations have the following features:

· They are constituted associations that are not under the authority of the school with which they are associated.

· They are voluntary. They ordinarily do not employ staff to carry out administrative functions. They do not usually have premises and control few capital assets. 

· They experience regular changes in membership and leadership.

· 690 P&C associations are incorporated under the Parents and Citizens Incorporation Act 1976.

· An estimated 35 per cent are group employers. 

· 2085 are currently affiliated with the Federation of Parents and Citizens’ Associations of NSW .

In general, government school-based parent organisations receive no funding from local state or Federal government sources.

Definition under New South Wales Charities’ Legislation

The Charitable Fundraising Act 1992 requires all charitable organisations in New South Wales to obtain an authority to conduct fundraising appeals. P&C associations are exempted from compliance with this obligation under Section 5 of the Act. The relevant section reads:

(3) The following may conduct a fundraising appeal without being the holder of an authority:

(b) an organisation established by an Act and subject to the control and direction of a Minister;

Definitions by Commonwealth Agencies

It seems that little systematic work has been done at a policy level to understand differences between charities. Further, casual reading of Commonwealth legislation affecting charities suggests that little work has been done to forge and understanding of the sector at all. The Commonwealth’s main concern with these organisations is for the purposes of taxation treatment of these organisations. This is done by defining certain organisational objectives and functions as charitable. Parent associations in government schools and state and national peak bodies representing them are considered to be charitable by virtue of their objectives to advance education. 

The Commonwealth defines school-based parents’ organisations as Income Tax Exempt Charities. All parents and citizens associations are required to hold Australian Business Numbers and are described as government organisations in the Australian Business Register. Because of the nature of their activities and provisions that apply to charities in Goods and Services Tax legislation, an estimated 10 per cent are registered for GST. Aside from the responsibilities of those that are group employers (see below), an estimated 90 per cent of parents’ associations have no taxation obligations and are exempt from state government duties and charges. 

The Commonwealth yields little or nothing from school-based parent organisations and similar community-based charities. Compliance costs for these organisations are, however, ongoing.  In these circumstances, convoluted rules and expectations that have been placed upon them accomplish nothing and are likely to be overlooked in the frequent turnover of individuals through those organisations. It would make much more sense to simply exempt appropriately constituted and controlled charities from the full range of taxes. The term appropriately controlled in these circumstances should be organisations established under a state or Federal act, the control of a minister or adherence to clear and consistent objectives and functions. This would reflect the situation that existed for such organisations before July 2000 and represents a sensible and defensible position for government.

Recommendation:

That the Inquiry recommends that appropriately constituted and controlled small community-based charitable organisations are exempted from all taxation obligations, including payment of GST on transactions they make.

Problems with Existing Definitions

The problem with the current definitions is that they do not distinguish between large, charitable corporations such as the Red Cross, World Vision and The Smith Family and small, community-based charities like school-based parent organisations. The failure to distinguish between these groups has unintentional consequences for small, community organisations. 

Large charitable organisations frequently control substantial capital assets. They have complex structures and employ large numbers of employees to pursue their charitable objectives and comply with complex internal and external administrative controls. 

Community-based charities, such as parent organisations have little in common with these large charities. They are voluntary, operate on small turnovers and maximise returns because they employ few staff. Issues that have recently dominated policy debates in relation to charities have no relevance for them. They do not offer any employees fringe benefits and other tax concessions do not apply to them. These organisations are manifestations of the will of communities to assist themselves. They are fragile because they are voluntary, that is, the individuals involved pursue the organisations’ charitable objectives in their spare time. 

Increased administrative loads because of policy reform, as occurred in relation to the introduction of the New Tax System, jeopardise the very existence of these charities. Administrative requirements formulated to ensure compliance with external reporting arrangements, and the potential for personal liability in the event that mistakes are made, are major barriers to participation in these organisations. 

Secondly, reporting obligations present major operational difficulties for these organisations. School-based parent organisations have no dedicated premises. Accurate record keeping in these circumstances is problematic and the benefits offered by advancements in information technology are frequently difficult to obtain. In fact, the level of efficiency and administrative acumen in these organisations rests entirely with their elected office bearers. These office bearers, indeed the entire membership of these organisations, are replaced every few years, and this necessarily affects the ability of such organisations to comply with reporting arrangements over time.

Recommendation

That the Commonwealth government recognises the value of community-based, volunteer operated charities and acts to ease administrative burdens and associated liabilities that threaten the viability of these organisations.

The attributes, purpose and behaviour of school-based parent organisations in light of current expectations and experiences 

We believe that gift-deductibility should apply to donations made in relation to all the objectives of public school parent organisations. We understand that such an approach is not unprecedented tax legislation. Environmental groups and arts organisations are able to offer gift-deductibility on donations provided a public fund has been established that reflects their objectives.

The Changing Economic and Social Environment

School-based parents organisations in New South Wales donated excess of $30 million to their schools in 1997 as a result of their activities. This is the most recent year for which verifiable figures are available. This represents a direct contribution to the cost of government from the community – a contribution that local government schools find indispensable.

The fund-raising effort of government school parent organisations indicates the increased reliance of government schools on resources provided by the community in the context of sustained declines in government funding of these important institutions over the last 10 years. Current Commonwealth education policy has exacerbated this trend in recent years. The Commonwealth’s Enrolment Benchmark Adjustment stripped $30 million in Federal funds from New South Wales government schools in 1999. 

In addition, the Federal Government’s hotly contested policy of dramatic increases in public funding of private schools at the expense of public schools is drawing significant numbers of students towards private schools. Because private schools select the students they enrol and often refuse those who pose potential difficulties, the result is that government schools need greater than average resources to educate those that remain.

Recommendation

That gift-deductibility should apply to donations made in relation to all the objectives of public school parent organisations.

Increased Expectations

The growing reliance on community sources of funds together with compounding resource needs of government schools that are the direct result of government policies hostile to public schools will continue unless substantial and additional public funds are provided for government schools and there is a dramatic revision of policy at the Federal level. Though this organisation is working towards such an end, we recognise that the prospects of such an outcome are not good. 

In these circumstances, government school parent organisations need to be able to obtain funds from community sources, not to provide educational luxuries, but merely to maintain existing levels of provision. The difficulty for these organisations is that they are obliged to compete for the charity dollar with a range of organisations that can offer tax deductibility on gifts and donations. This is a disincentive for many local businesses wishing to support their communities by making donations to local charities. For this reason, school-based parent organisations are obliged to undertake a range of activities that are costly in terms of the voluntary effort involved but for which returns are low.

The activities of school based parents organisations are for the most part similar across New South Wales. In general, government school parents’ organisations carry out some or all of the following activities:

· Management and operation of school canteens;

· Management and operation of school bands and orchestras, including sale or hire of musical instruments to students;

· Management and operation of before and after school child care and school vacation child care services;

· Management and operation of agricultural “blocks” of land.

· Collection of donations; and

· Fundraising appeals and activities.

These activities are carried out specifically to aid parents to get their children to school, to enhance educational experiences and the welfare of students and to provide essential resources for the government school with which the association is connected. It is therefore clear that the purpose of the activity and not the nature of individual activities is the key factor that should influence the Inquiry’s deliberations about definitional issues.

Recommendation

That, given the competitive barriers of existing definitions within the charities sector, the purposes for which activities are conducted and not the nature of those activities should be the relevant criterion upon which definitions are based.

Advantageous Treatment of Private Schools

In addition to disadvantages suffered by government school-based parent organisations in competing with local offering tax deductibility on gifts and donations, non-government schools have considerable advantages because of current definitions in taxation legislation. 

Most private schools are established by or are supported by religious denominations. These institutions enjoy generous tax concessions and the benefits of these concessions are often available to the schools they have established or support. Also, tax legislation allows gifts and donations to funds established for religious education to be tax deductible. The usual practice of these schools is to dedicate substantial proportions of the fees they charge parents to one or more tax deductible funds which provides a tax break for the parents concerned and which amounts to a further hidden subsidy to these schools.

These benefits are not available to government schools or to the parent organisations established in connection with government schools. We urge the Inquiry to take account of these pressing issues and to recommend measures that will remove barriers to community support for public education that currently exist. 

Recommendation

That the Inquiry recognises the advantageous treatment of private schools and bodies associated with them as outlined in this submission and recommends measures to remove barriers to community support for public education that currently exist

Government School Parent Organisations Operating Gift-deductible Funds

A small proportion of school-based parent organisations have established public funds to which the value of gifts and donations may be deducted from the donor’s income tax. These parent organisations usually establish funds for the building and maintenance of school buildings or in connection with a public cultural institution such as the school’s library. Because the specific purposes of these gift-deductible funds only partially reflect the charitable purposes of the organisations that operate them, they are not widely used and are sometimes considered to be of marginal importance. Consequently, few gifts and donations to support the work of government school parent organisations are tax deductible.

In practice, school-based parent organisations are autonomous from the schools with which they exist. They are not bound to follow Department of Education and Training policies and procedures and are not under the authority of school principals. They do not generally have access to administrative support from the school.

School-based parent organisations are supported, as far as is possible, by peak organisations such as the Federation of Parents and Citizens’ Associations of New South Wales. P&C Federation’s 2089 affiliated associations are, however, not under any obligation to follow advice provided by the Federation. In general, the effectiveness of support is offered by peak organisations is mitigated by:

· the wide distribution of school-based organisations,

· their autonomy,

· regular changes in membership and leadership, and

· the wide range of knowledge and skills that is part-and-parcel of structures like voluntary organisations.

In these circumstances a regime is needed that allows them, through definitions that better match the features of community-based charities like school-based parent organisations, to compete on equal terms with charities that can offer deductibility on gifts and donations. 

Such a regime also needs to recognise that these organisations are fragile. They exist because of the goodwill of members of the community. These individuals receive no material benefits from their participation. They bring a wide range of knowledge and skills to bear on the operation of their organisations and the performance of their organisations varies accordingly over time. 

Consequently, over-regulating such charities is counter-productive. It drives potential volunteers away and jeopardises the viability of the entire structure. If government places additional regulations on these organisations, they will simply cease to operate. This fact was not regarded when the New Tax System was formulated. The result was over a year of uncertainty for these organisations, inconsistent advice and, ultimately, dissemination of a plethora of complex rules school-based organisations now are forced to observe that allow for nothing more than for organisations to continue to operate as they had before. We urge the Inquiry to take learn from this experience when framing its recommendations.

