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Executive Summary

The Department of the Environment and Heritage (Environment Australia) is seeking to draw to the attention of the Inquiry, the importance of continuing to include environmental organisations within the definition of charities and related organisations.

Environmental organisations in Australia perform an invaluable community service in protecting and enhancing Australia’s natural environment. These organisations contribute substantially to government environment policy initiatives.  These organisations are traditionally non-profit, volunteer-based organisations with limited financial support.

Many environmental organisations have received income tax exempt charity status through the Australian Taxation Office and this provides environmental organisations with taxation exemption from the Commonwealth, States and Territories and local governments. Environmental organisations are currently entitled to be endorsed by the Commissioner for Taxation as a deductible gift recipient (DGR), and an income tax exempt charity (ITEC).  These taxation concessions are often essential to the continued viability of environmental organisations and it is important therefore, that these organisations retain their current tax-exempt status.

A notable omission from the definition of charitable entities is cultural heritage organisations.  At the moment, there is no mechanism for cultural heritage organisations to be given tax deductibility or tax exempt status.

A brief statement addressing some of the issues raised in the Issues Paper is found at Attachment A.

The Environment Sector

Environmental organisations make an important contribution to the conservation and enhancement of Australia’s natural environment through:

· actively involving the community in the protection and enhancement of the natural environment;

· raising community awareness and understanding of, and gathering information on, environmental issues; and

· being effective advocates in expressing the community’s environmental concerns.

In Australia, there are thousands of environmental groups who have been created to address local environmental issues and to undertake projects funded through a range of programs established by the government under the Natural Heritage Trust.  These programs include Bushcare, Coastcare, Landcare and catchment groups. 

These organisations contribute substantially to government environment policy initiatives.  They are considered to be responsive, innovative, have excellent community networks, and have been particularly successful in involving the community in environmental projects.  It is estimated that, during 1998-99 over 450,000 Australians were members of environmental organisations.

The contribution of these organisations is recognised and valued by the Commonwealth Government and, in recognition of this, a number of environmental organisations receive regular financial assistance from the government to assist with their administrative costs.  In addition, a mechanism has been developed for regular formal consultation between the peak environment organisations and the government on matters of concern to the environment.

There are 200 environmental organisations currently listed on the Register of Environmental Organisations (the Register).  The Register is a Commonwealth Government tax deductibility scheme that enables environmental groups to receive endorsement as DGRs.  Approximately 260,000 Australians donated gifts to environmental organisations listed on the Register in 1998-99.

In March 1998, the Australian Bureau of Statistics reported that 13,617,900 people in the Australian community donated time or money to environmental protection.  In the same year, 469,100 people were members of environmental groups, 71% of Australians were concerned about the natural environment and the environment was ranked as one of the most important social issues.

Financial Status of Environmental Organisations

In the 1992 review of the Program of Grants to Voluntary Conservation Organisations administered by the then Department of the Arts, Sport, the Environment and Territories, it was estimated that the sixty or so organisations that received funding through the program contributed over 2.8 million hours of community conservation work estimated to be worth $59.4 million per year
.  The contribution from environmental organisations at the present time could be expected to be many times greater.  The 1992 review also found that the voluntary conservation organisations are chronically short of funds and this severely compromised their ability to meet their objectives.

The majority of environmental organisations have established themselves as legal entities.  This makes their operations accountable and transparent to the local community and is also a pre-requisite for organisations entering financial agreements with the government to undertake projects funded through the Natural Heritage Trust programs. 

Organisations listed on the Register of Environmental Organisations fall into the following categories:

· approximately 84% are incorporated bodies;

· 8% are trusts; and 

· 6% are companies limited by guarantee and semi-government organisations. 

These organisations are traditionally non-profit, have regular elections to determine their office holders and rely on volunteers to manage the organisation and to undertake activities designed to protect and enhance the environment.  These organisations also rely heavily on donations from the local community to cover their running costs.  A number of organisations also are involved in commercial activities such as running an environment shop, conducting raffles and selling arts and crafts donated by the public.  These undertakings usually generate a small amount of income that is used to support the operations of the organisations.

Donations to the Environment

The Register of Environmental Organisations has been a successful mechanism for generating donations to a range of voluntary conservation organisations.  The Register came into operation in 1993-94 and in its first year donations through the Register amounted to $4.3 million.  This figure rose to $25.3 million in 1998-99 and is estimated to be around $30 million in 1999-2000
.  The table below sets out the level of donations each year since 1993-94 and provides an indication of the growing community support for these organisations.

Donations Received by Organisations listed 

on the Register of Environmental Organisations

Financial Year
1993/94
1994/95
1995/96
1996/97
1997/98
1998/99

Total Donation
$4.3m
$5.9m
$10m
$11.3m
$16.6m
$25.3m

Source:  A requirement of the Income Tax Assessment Act 1997 is that environmental organisations listed on the Register of Environmental Organisations submit to the Environment Department annual statistical data.  The figures in the above table are a summary of the information contained in the annual statistical returns provided by environmental organisations.)

Tax Deductibility and Tax Exemption

The Register of Environmental Organisations was established in 1992 to remove the need for amendments to the Income Tax Assessment Act (ITAA) each time an environmental organisation was granted tax deductible status.  The Register was given legislative effect on 24 December 1992 and provided eligible organisations with tax deductibility status.  Under the new taxation system organisations listed on the Register are also required to be endorsed as a deductible gift recipient by the Australian Taxation Office.

Organisations applying to be listed on the Register have to meet the requirements of the ITAA, receive the approval of the Minister for the Environment and Heritage and the Assistant Treasurer and be endorsed by the Commissioner of Taxation.  Organisations listed on the Register are also able to seek to be endorsed by the Tax Commissioner as ITECs. 

The number of environmental organisations has increased substantially in recent years.  As these organisations become established and consider their long-term viability, they are increasingly recognising that, in order to remain economically viable they need to actively seek financial assistance from the government and the community.  

Therefore, there is a significant increase in the number of organisations applying for listing on the Register of Environmental Organisations. 

In addition, as organisations become more aware of the provisions of the new tax system they are applying for ITEC status in order to obtain exemption from a range of Commonwealth, State/Territory and local government taxes.  

The definition of charity or charitable institution should not be narrowed to exclude environmental groups from ITEC endorsement as it is important to the future viability of these non-profit, community organisations that they continue to have access to these provisions.

GST Implications

Many of the Department’s grant recipients are non-government organisations that fall within the broad common law definition of ‘charity’.  These typically include voluntary environmental and heritage organisations.

On 9 December 1999, the Treasurer announced that grants to charities would be ‘grossed up’ by the full 10% of the GST thereby enabling charities to take the full benefit of the discontinued taxes, fees and charges such as the wholesale sales tax.  Non-profit environmental and heritage organisations were included in the definition of ‘charity’ and have received a full 10% gross-up of the grants the Department pays to them.

Any variation to the definition of ‘charity’ would need to ensure that these environmental groups are not excluded from the definition.  Otherwise it would adversely disadvantage these non-profit organisations and adversely affect their valuable contribution to the community and the environment.

Rationale for Maintaining Charitable Status for Environmental Organisations

Government Policy

Environmental policy and programs are a high priority for any Australian government in the 21st century.  The Natural Heritage Trust was the largest single investment of $1.25 billion in the environment by any Commonwealth Government and is a very strong indicator of the value that the Government places on the environment.  

National Interest

There is a growing consciousness within the Australian community that it is in Australia’s best interest, economically and socially to:

· remediate and conserve Australia’s declining bush environment and revegetate the Australian landscape, including urban areas;

· combat air pollution in Australian cities;

· clean up urban waterways and marine environments that suffer from storm water run-off and sewage pollution;

· reduce the amount of domestic and industrial waste going to landfill and reduce the unnecessary use of pesticides and pollutants;

· protect and conserve Australia’s marine environments;

· manage water catchments sustainability;

· protect Australia’s biodiversity; and

· halt and reduce salinity, soil erosion and desertification.

Salinity, soil degradation, and river degradation and pollution are clear warnings of environmental crisis and that current practice is not sustainable.  

Soil erosion and degradation is undermining rural viability.  Salinity is corroding roads, buildings, bridges and infrastructure.  It is threatening the quality of water supplies to towns and cities such as Adelaide.
 

Historically, we have developed our water resources and changed land uses within water catchments with little regard for the environmental consequences.  The median flow of the Murray Darling to the sea is now estimated to be only 20% of what it once was.

Water sustains towns and cities and is critical to the economic viability of agriculture.  To continue to reap the many benefits from using water resources, we must also protect the environment of our water catchment areas.

The salination of mainly farming land is expected to rise from 2.5 million hectares to over 15.5 million hectares - an area equivalent to nearly 70 per cent of the state of Victoria
.  Salinity-induced damage to roads, pipes, parks, houses and industry in Wagga Wagga alone is costing $500,000 annually.  

Over 20 per cent of national highways in southwestern NSW are affected, with a cost running at around $8 million per year
.

Within 20 years, drinking water supplies taken from the Murray River in South Australia will, on average, be too salty to drink 2 days out of every 5.  In southwest Western Australia, one third of the wheat belt will be salt affected within 20 years
.

About 70 per cent of our native vegetation has been removed, or significantly altered in the last 200 years.  About 75 per cent of Australian rainforests and about 90 per cent of Australian temperate woodland and mallee vegetation has been lost
.

Governments cannot, singularly or collectively address such an expansive undertaking.  Therefore, the Government is placing increasing demands on local communities, through its grants programs, to take more responsibility for the protection of the environment rather than seeing this as a responsibility of the government.  Local environmental groups are doing this through a non-profit, community organisations.  The continued financial viability of these organisations is enhanced by taxation exemption.

Heritage Organisations

At the present time, non-profit, cultural heritage organisations do not receive taxation concessions.

Heritage organisations do not qualify for tax deductibility status through the Register of Environmental Organisations or the Register of Cultural Organisations.  Entry to the Register of Environmental Organisations requires that the principal purpose of the organisation be the ‘natural environment’.  The Register for Cultural Organisations defines a cultural organisation as one whose “principal purpose is the promotion of literature, music, a performing art, a visual art, a craft design, film, video, television, radio, community arts, Aboriginal arts or moveable cultural heritage”.  Organisations whose principal purpose is the ‘built’ environment are excluded from the cultural register.

Therefore, heritage organisations were overlooked when the two registers were established and have missed out on taxation concessions.  As these organisations are concerned with the conservation of Australia’s built environment, it is in the national interest that these organisations receive the same taxation concessions as other non-profit organisations.  

Cultural heritage organisations, like environmental groups, are greatly supported by volunteers, involve the community in their objectives, and contribute substantially to government policy initiatives.

Attachment A

Departmental Response to Issues raised in Inquiry Paper

Defining a Charitable Body by its Objectives/Purposes
Under Section 30-265(1) of the ITAA, an environmental organisation’s principal purpose must be:

(a)  the protection and enhancement of the natural environment or of a significant aspect of the natural environment; or

(b)  the provision of information or education, or the carrying on of research, about the natural environment or a significant aspect of the natural environment.”

Environmental organisations seeking entry to the Register of Environmental Organisations must provide evidence of its environmental purpose or purposes by listing its formal objects as part of its constitutional documents.  The environmental purpose of the organisation must be its principal object/purpose.  These objects/purposes must be set in the context of the natural environment.  The term natural to describe `environment' is used to make a distinction between the natural environment and other types of environments such as:

· built;

· cultural; and 

· historic environments.  

As with the Register, the Department believes that the definition of a charitable organisation should be solely based on the organisation’s objectives or purposes as contained in its constitution.

Under the ITAA, an environmental organisation is defined as one whose principal purpose is the protection and enhancement of the natural environment or of a significant aspect of the natural environment. This approach appears to work effectively.

In the context of the Register, an organisation’s principal purpose is determined by a review of its constitution rather than an examination of its activities.  This seems to work effectively and removes the possibility of organisations that have been established for some other purpose purporting to be an environmental organisation.

Charitable Bodies be allowed Commercial Activities

A substantial number of environmental organisations are involved in some form of ancilliary commercial or income generating activity, often through the running of a shop to sell environmentally-friendly merchandise, the conduct of raffles and the sale of goods donated by the public.  The income generated through these activities is used to support the organisations and enable them to continue to operate as financially viable enterprises and to fulfil their purposes of protecting the environment.

State/Territory Definition/Recognition of Charities

Environmental organisations can apply to most State/Territory governments for a license to raise charitable donations from the public.  This is a necessary requirement for organisations listed on the Register before they can collect donations in the States and Territories.

Definition of Charitable Sector should be Legislated

The Department supports the inclusion, in Commonwealth legislation, of a definition of the characteristics of a non-profit, charitable organisation along the line of:

“A charitable organisation is a legal, non-profit entity with a sole or principal object/purpose that will benefit the community”.

� See the March 1998 issue of the Australian Bureau of Statistics publication, ‘Environmental Issues’


� The figure is based on data collected by Environment Australia from annual statistical data submitted by environmental organisations fulfilling a requirement of the Register of Environmental Organisations.  The data quoted is from the statistics received for the 1998-99 financial year.


� See the March 1998 issue of the Australian Bureau of Statistics publication, ‘Environmental Issues’


� Supporting Community Conservation Action in Australia, Henry and Olsen, May 1992, page 27


� See footnote 2 - Register of Environmental Organisations Annual Statistical Data.


� Refer to the fact sheet to the Report on the ‘National Investment in Rural Landscapes - an investment scenario for National Farmers Federation and ACF’.


� Ibid


� Ibid


� Ibid


� Ibid
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