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EXECUTIVE SUMMARY

GENERAL POSITION
1. It is time to review the definition of charities as the current limitations are based on a law which originated in 1601.  Public Benevolent Institutions (PBIs) are specifically for relief of poverty etc. and the condition relieved must arouse pity or compassion in the community.  This, too, seems out of date.  Zonta, focusing on community development (service) and advocacy (improving the status of women) falls outside the crucial aspects of PBI yet, for tax purposes, is a not-for-profit community service organisation.

2.
Zonta, as a not-for-profit organization, is a pivotal member of the social coalition and plays a major role under the Government’s business and community partnerships policy.  Our fundraising for community service is significant:  for the 1998-2000 biennium total service contributions (worldwide) were US$12,561,000 ( with approx. 60% response rate from clubs).  Local service hours were 677,000, local lives touched were 7,200,000 and Zontians spent 353,000 hours in fundraising.  The rank order of service projects (by US dollar contributions) were:

1 – education/literacy

2 – women’s health

3 – human/women’s rights

4 – advocacy/women’s issues

5 – women and ageing

6 – environment

3.
Zonta suggests that the definition of charity should be changed to reflect:

· relief of poverty in its broadest interpretation including projects that aid all categories of disadvantaged persons;

· that education should be broadly interpreted to include play, practical reasonableness, friendship and aesthetic experience as well as knowledge;

· ‘discriminatory’ gifts/charity to be accommodated under relevant human rights or anti-discrimination legislation;

· promotion of friendship (community, social, recreational centres) and international peace as a valid charitable act.

Zonta would also agree that account should be taken of multiple purposes of organisations.

4.
Zonta is at a distinct disadvantage with respect to definitions; we are:

· a non-profit body

· a provider of public benefit (of varying kinds)

· set up without purpose of private gain for particular persons

· providing direct relief for the benefit of a disadvantaged section or class of the public.

YET, we are not currently regarded as a charity although we have income tax exempt status.  We are also defined differently by different agencies and jurisdictions – federal, state, territory laws pertaining to payroll tax, land tax, stamp duty, FID, debits tax.  Non-allowance of GST – free supplies is also a hindrance to maximising fundraising (ie. inability to claim input tax credits despite being under $100,000 and regarded as a not-for-profit organisation).

We feel that direct assistance should not be distinguished from other forms of assistance – it should incorporate preventative activity, advocacy or self-help.  The nature of the activity should be regarded as well as the purpose of the activity.
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Zonta is an international service organization with two major goals – advocacy (to advance the status of women world-wide in every sphere) and to provide service to those less well off (both financial and hands-on).  (See Attachment 1 – Zonta Objectives and UN NGO consultative status).

Theories explaining the existence of Zonta are those which generally pertain to the third sector viz:

· economic theories

· public good argument

· contract failure/agency cost arguments

· donor control argument

· donative financing argument

· political theories

(Report on the Law of Charities, Ontario Law Reform Commission 1996, Ch. 8)

Economic Theories

Market failure theories explain why charities ‘fill a void’ in particular areas.

Public Good Argument

Charities can supplement the government’s provision of public goods – parks enhancement, public gardens, community facilities.

Contract Failure/Agency Cost Arguments

These arguments focus on charities/not-for-profits being prohibited by definition from personal gain/benefit, but ‘market imperfections’ as distinct from ‘market failure’ are the drivers.  The theories are not strongly related to emergence of not for profit organisations other than for public goods or goods with high positive externalities.

Donor-control Argument

This is a variation on the contract failure theory.  Donors seek the power to choose the specific beneficiary of their altruism or they take charge because they want to give more of themselves, their time, energy and commitment than just money.  (This is an attraction for membership of a service organization).

Donative Financing Argument

Those who have done well financially in life, make provision for those less well off.  (A criteria for membership of Zonta is that persons are business owners or senior professionals, ie. with the ‘means’ to provide service/support).

Political Theories

Arguments are based on why governments should not, and cannot, be the sole agency of the maximization of social welfare in a liberal democracy.  In a pluralist society such as Australia, the government should maximize the opportunities for not-for-profit organizations to achieve charitable status by streamlining legal and regulatory requirements and having a ‘global’ definition for all agencies.  If all jurisdictions could adopt the agreed definition it would make it easier for organizations to operate, especially in a federal system of government.

SPECIFIC RESPONSES

(a)
Attributes, purpose and behavior of the sector in the current environment, which have relevance to the definition of charities and related organizations.

(i)
Zonta International, District 24 – covers the geographic area of Queensland, New South Wales and the ACT.  There are 72 clubs and approximately 1,800 members.

Zonta is a not-for-profit community service organization and is exempt from income tax under (ITAA97 – Section 50-10 and Taxation Determination TD93/190 (See Attachment 1)).

We do not have charitable status (neither District nor club level) in Australia.  Zonta International (headquarters Chicago, Illinois, USA) is a non-profit organization under Sec. 501 (c) (4) of the Internal Revenue Service Code and is exempt from federal and State of Illinois income tax.  It is not a charitable organization and is not exempt from the State of Illinois Sales Tax and Use Tax on purchases made to carry out its activities.  The Zonta International Foundation is a charitable non-profit organization under Sec. 501 (c) (3) of the Internal Revenue Service Code and is exempt from federal and State of Illinois income tax and from the State of Illinois Sales and Use Tax.

(ii)
All Zonta clubs in District 24 are incorporated.  None has an annual turnover of $100,000 or more but a few chose to voluntarily register for GST.  All clubs applied for an ABN.

(iii)
the current social and economic factors affecting Zonta District 24 are:

· changes to company law/tax law; 1
· ageing population (more women than men will become welfare recipients);

· increased dependency on society/charitable/not-for-profit organizations as government welfare dollars decrease;

· government downsizing/outsourcing negatively affects third sector organisations in the short to medium term (increased demand for services; sector inadequacies re professionalism and standards);

· fundraising for projects is difficult without charitable/tax deductible status thus necessitating establishment of DGR funds eg. for persons in necessitous circumstances (public fund) or ancillary fund (public fund set up under a trust) – both requiring additional administrative/legal work;

· ZI ‘products’ – name badges, pins (office), manuals etc. imported from USA are subject to import duty;

· Zonta clubs operate two accounts – one for general membership/expenditure and one for service/fundraising;  contributions are also made to Zonta International in support of International Service Projects (http://www.zonta.org/Programs/International_Service_Programs/international_service_programs.html), educational scholarships (Amelia Earhart, Jane M. Klausman and Young Women in Public Affairs funds) http as above – click on program of interest RHS of page)  and ZI Strategies to Eradicate Violence Against Women and Children (ZISVAW) – http as above – click on ZISVAW Program, RHS of page).

At the local level, clubs give financial support to women’s refuges, domestic violence programs, health research (breast cancer, cervical cancer, skin bank – Royal Brisbane Hospital, Brisbane), Cord Banks (Qld/NSW), hospices, educational bursaries, and thousands of community welfare organizations.  ‘Hands-on’ support is given to organisations in the form of pro-bono professional services (legal, architectural, grant applications, advocacy, medical, financial, outcomes evaluations (grant acquittals) etc, as well as direct and indirect operational support (serving on management committees, collecting goods (eg. for Anglicare - furniture distribution to women ex-prisoners; clothing for refugees; books and toys for refuges)).

Zonta District 24 clubs have found that, over the last 5 – 10 years, demands for financial support has increased ten-fold, including from some of the larger charitable organizations already in receipt of considerable government and community support.  Most of these organisations also have well paid, professional fundraisers.  In part this is a direct result of the contracting out of government services.

The focus of most Zonta clubs is to support individuals or organisations which do not receive government funding and to provide capital (not recurrent) items.  Zonta is now making a concerted effort to record the $ value of all service activities as well as hours of community (hands-on) service.

(b)
Wholly or partially charitable, religious or community service not-for-profit organizations.

Zonta suggests that the definition of charity should be changed to reflect:

· relief of poverty in its broadest interpretation including projects that aid all categories of disadvantaged persons;

· that education should be broadly interpreted to include play, practical reasonableness, friendship and aesthetic experience as well as knowledge;

· ‘discriminatory’ gifts/charity to be accommodated under relevant human rights or anti-discrimination legislation;

· promotion of friendship (community, social, recreational centres) and international peace as a valid charitable act.

Zonta would also agree that account should be taken of multiple purposes of organisations.

(c) Existing Definitions
Zonta is at a distinct disadvantage with respect to definitions; we are:

· a non-profit body

· a provider of public benefit (of varying kinds)

· set up without purpose of private gain for particular persons

· providing direct relief for the benefit of a disadvantaged section or class of the public.

YET, we are not currently regarded as a charity although we have income tax exempt status.  We are also defined differently by different agencies and jurisdictions – federal, state, territory laws pertaining to payroll tax, land tax, stamp duty, FID, debits tax.  Non-allowance of GST – free supplies is also a hindrance to maximising fundraising (ie. inability to claim input tax credits despite being under $100,000 and regarded as a not-for-profit organisation).

We feel that direct assistance should not be distinguished from other forms of assistance – it should incorporate preventative activity, advocacy or self-help.  The nature of the activity should be regarded as well as the purpose of the activity.

Notes:
1. introduction of GST; new FBT for nonprofit bodies; charitable trusts being taxed as companies; compulsory registration of all income tax exempt organisations; updated tax rulings on meaning of tax exempt/gift deductibility; new provisions for classification of gifts and their deductibility; ASX alterations to escrew requirements re shares; sponsorships subject to 10% GST; CGT exemption for testamentary gifts of property.

FACT SHEET

Zonta International is a worldwide service organization of executives in business and the professions working together to advance the status of women.  There are approximately 35,000 members in more than 1,191 clubs in over 71 countries.  Zonta was established in 1919 in Buffalo, New York, USA.  “Zonta” is derived from a Sioux Indian word meaning “honest and trustworthy.” The Zonta International Foundation is the philanthropic arm of Zonta International and raises and oversees funds used to support and promote Zonta’s global service programs.

INTERNATIONALISM

Zonta has Consultative Status with the following international agencies: United Nations Economic and Social Council (ECOSOC); the United Nations International Children’s Fund (UNICEF); the United Nations Development Fund for Women (UNIFEM); the International Labour Organization (ILO); and the Council of Europe.  Zonta maintains operational relations with the United Nations Education, Scientific and Cultural Organization (UNESCO), and maintains representatives at United Nations sites in Geneva, New York, Paris and Vienna.

SERVICE PROJECTS

Zonta International Service Projects are approved by delegates to Zonta’s biennial Conventions enable Zontians to address some of the most crucial and pressing issues affecting women, reaching to the causes not just the symptoms of the primary barriers to equality.  Beginning in 1956, Zontians responded to needs far beyond the limits of their communities to assist Hungarian refugees.  Since that time, International Service Projects, funded through United Nations Agencies for the past 20 years, have provided micro-credit, training, education, sanitation, agricultural and health assistance to women in over 20 countries.  The 1998-2000 International Service Project in partnership with UNICEF to Prevent Female Genital Circumcision (FGC) in Burkina Faso is an intensive training and awareness raising campaign targeting all levels and groups of society to educate about the harmful effects of the practice and advocate for its eradication. 

Zonta Supports Women’s Education through the Amelia Earhart Fellowship Awards for graduate study in aerospace-related sciences and engineering, established in 1938 to honor the famed pilot and Zontian.  Since then, 912 awards representing nearly US$4.6million have been made to 606 women in 52 countries whose work has advanced these fields.  The Zonta International Foundation administers the Michael J. Freeman Program to expand educational opportunities for women in Ireland and the Jane M. Klausman Women in Business Scholarship program to enable young women to pursue university-level studies in business.  

Zonta Promotes Women’s Leadership through the Young Women in Public Affairs Award Program encouraging young women to enter public affairs and policy-making fields.  Z Clubs for high school students and Golden Z Clubs for college and university students encourage leadership skill development, career exploration and service.

Zonta International Strategies to Eradicate Violence Against women and Children (ZISVAW), Conflict Resolution Training for Violence Free Relationships grant program is funding 11 grants totaling over US$245,000.  These 11 projects in diverse communities will reach over 10,000 children. 
Local Zonta Club Projects are chosen by each club to promote the status of women, to reflect United Nations emphases and to serve the needs of the local community.
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