HELLENIC COMMUNITY BENEVOLENT ASSOCIATION

SUBMISSION TO:

INQUIRY INTO THE DEFINITIONOF CHARITIES 

AND

RELATED ORGANISATIONS

1. Executive Summary

The economic system has persons of workforce age working  longer hours in direct paid employment or in home duties in lieu of partners and spouses who are working longer hours. The increase in casual and part-time employment has resulted in persons holding down more than one position or working with flexible rosters.

These persons previously in the pool of the population who assisted needy (family, friends, and associated) persons in an informal capacity are no longer able/available to do so.

The Charitable and Related Sector (CRS) has filled the void using a mixture of paid employees and volunteers delivering services funded from donations, government, or within commercial style activities.

The CRS can assist the needy at lower cost to government because:

· CRS sources more volunteers (lowering Commonwealth budget outlays) ;

· CRS have staff who regularly contribute unpaid work hours because of the worthiness of the cause (lowering Commonwealth budget outlays);

· CRS tap donations (lowering Commonwealth budget outlays since donations are not fully offset by budget expenditures).

Furthermore,“community spirit” is a non-tradable commodity, but a desirable public good if it can be created to exist within any grouping of people. CRS exhibit, promote, foster, nurture, and operate within the goodwill of “community spirit” they help to create.

The CRS entities should be defined by their purpose. Activities are a means to an end and more akin to strategies in meeting objectives. 

Where CRS adopt commercial activities to achieve a purpose, the process by which the higher purpose is achieved should be transparent in published “true and fair” performance criteria.

2. Issues on which the Committee is seeking comment

Our organization:

Hellenic Community Aged Care (HCAC) is owned and operated by the Hellenic Community Benevolent Association Inc, a public benevolent institution. HCAC is a stand alone 40 bed low care residential aged care facility accredited for three years under the Aged Care Act 1997.  HCAC employs 19 full-time and part-time persons in administrative, personal care, catering and maintenance duties and engages a body of contractors for the supply goods and services to the Facility.

HCAC main sources of income are resident fees and Commonwealth government subsidies.

Residential care is the responsibility of personal carers. Volunteers drawn from families of residents and members of the Hellenic Community assist with resident activities within and travel away from the Facility. Volunteer groups from within the Hellenic Community and other associations visit residents at times of cultural and religious significance with gifts and performances. These volunteer involvements are additional to the activities and outings arranged by the Facility using commercial arrangements.

The staff of the Facility contribute their own time to assist with caring for the residents, activities for the residents, an annual fete to raise money for the benefit of the residents, and to entertain the residents at Facility functions. 

From my understanding of similarly placed not-for-profit  aged care facilities, the unpaid commitment of staff and volunteers is typical. 

The current social and economic environment we operate in, including how that environment is changing:

The major social influences will create a larger void to be filled by the CRS aged care institutions -

· the increasing demand for residential care places compared with the supply of these places. 

· the level of care now defined as “low care” is increasing over time.

· the disintegration of the “family” will have a two edged effect of generating a greater demand for residential care places for the elderly and fewer persons to assist in the informal care of those with needs.

· the potential for drug abuse within the current stock of younger citizens to result in additional demand for residential care among a new group of relatively young  persons.

· the changing social mix combined with a generational change resulting in a less altruistic and more individualistic society.

The major economic influences are constraining the CRS aged care institutions –

· unfounded accreditation costs of achieving outcomes on a continuous improvement basis in facilities that historically and currently are funded to an operate with thin administrative resources.

· having both income and expenditure sides of the business largely determined and  discretionary income and expenditure fairly restricted, limiting maneouverability and creating an increasingly difficult financial environment for small standalone facilities.

· the relatively low level of remuneration for personal carers employed in the aged care sector compared with retailing for instance and the difficulty in attracting staff.

· high costs of workers compensation insurance, superannuation, and other unfounded care requirements to be met from existing finding levels .

· lower retained earnings for capital accumulation and expansion achieved within the abovementioned confines and with socially responsibile and capacity to pay pricing policies . 

The major social and economic factors affecting the ‘attributes, purpose and behaviour’ of our organisation, and the implications for how our organisation is or should be defined?

· Demand for aged care services, ownership structure of our Facility entity, the sense of “community” we exhibit and the essentially people-based business will not alter in any fundamental way from that which is currently recognizable.

· Fundamental changes could occur in funding of aged care places either via tendering for subsidies, the contributions expected of the care recipients given their capacity to pay, the availability of extra service and non-government funded facilities, the involvement of corporations in the delivery standard level, high volume, low carer to resident ratio, aged care services. Operating systems will improve to meet the demands of funds providers.

Hellenic Community Benevolent Association Inc will remain a not for profit aged care service and accommodation provider that exists solely for the benefit of its residents at any point in time.

What are the key characteristics of the current social and economic environment for the sector as a whole, and what significance do these characteristics have on how various parts of the sector are or should be defined?

· Not able to answer for other sectors. Otherwise as above.
Do these influences impact differently, with different definitional consequences, on various parts of the sector?

· Not able to answer for other sectors.
Are there factors which impact differently on for-profit organisations delivering similar services to not-for-profit organisations?

· Ownership structures and demands.

· If other sectors are a guide, for-profit will provide standard care product probably consistent with low care provider to resident ratios.

· Shareholder funding for capital purposes.

· Potential for more ownership changes because “investment-return” focus.

· Lesser access to volunteers

· Lesser ability to attract donations

· Less able to create, develop, and promote a sense of “community” in the context of the purpose being pursued.

Should definitions be based on the purpose of the activities carried out by the organisation only, or on the nature of the activity?

· Purpose is aligned to outcomes, the basis of most funding for programmes. Activities are akin to the strategies CRS institutions adopt to achieve their purpose. Purpose subsumes activities and should be the focus for definitions

Should account be taken of multiple purposes, or is it appropriate to rely on the sole or dominant purpose of an organisation in order to define it?

· Multiple purposes should be recognized.

What methodology is appropriate to determine when a purpose is secondary?

· A secondary purpose has fewer resources allocated to it achievement. Resources will comprise those acquired/applied measured at their market value and those acquired by donation measured at their equivalent market value.

For organisations, such as religious organisations, that perform a wide spectrum of activities, is it appropriate to define the various activities differently?

· Purpose is the focus. Activities are means to achieving purposes and may vary depending upon the purpose and between CRS institutions with similar purposes.
Is it appropriate to distinguish between commercial and non-commercial activities undertaken by charities and related organisations?

· Commercial and non-commercial activities are means for achieving defined purposes. Where commercial activities are undertaken they should be the means to an end not an end in itself. Commercial activities in the pursuit of higher purpose should be transparent as to how they contribute to that purpose. Published “true and fair” performance criteria could include  sources of income, target client groups serviced, pricing policies adopted, persons employed, sourcing of raw materials, social objectives met and costing thereto, etc for the purpose of showing a clear trail by which the commercial activity exists in support of the CRS purpose.

Is there an expectation that charities and related organisations will undertake commercial activities in order to perform their core purpose effectively? 

· There is no expectation but certain purposes such as employment for certain disabled persons could not be provided in any supportive environment without a commercial activity involving products for which there is a market demand. In this case, the aforementioned performance criteria such as income sources, categories of persons employed, style of products produced, market share, and the like would show the commercial activity exists for the benefit of the disabled persons.

How should these activities be defined and should they have a role in determining the definition of the organisation?

· Activities are a means to an end and do not require definition. Demonstrating how the activities serve a CRS purpose is relevant.

Is your organisation ‘defined’ as a charity, PBI, religious organisation or community service not-for-profit organisation for the purposes of any law or administrative practice?

· Hellenic Community Benevolent Association Inc is a PBI, licensed under the Western Australian Charitable Collections Act 1946, and recognized as a charitable institution for the Western Australian Stamp Act, Financial Institutions Duty Act, and Debits Tax Assessment Act.

Is your organisation ‘defined’ differently by different agencies or jurisdictions?

· See above

If so, does operating under different definitions affect your ability to provide services?

· Not to date

Does the current definition of your organisation impose any constraints on the ability of your organisation to provide services?

· Not to date

Does the current definition of your organisation impose any constraints on your ability to adjust your ‘attributes, purpose and behaviour’ to respond to changing demands?

· Not to date

Do current definitions allow regard to be taken of the social and economic environment that your organisation operates in?

· Yes

Do the terms ‘charity’, ’religious organisation’ and ‘community service not-for-profit organisation’ continue to have relevance in the current social and economic environment?

· Yes, well understood by the community.

Do the four ‘purposes’ of charity in the common law continue to have relevance?

· Yes, with some minor modifications

Is the concept of PBI of continuing relevance?

· Yes

Is there a place for ‘direct’ assistance to be distinguished from other forms of assistance?

· Yes, where CRS deal directly with clients as opposed to those CRS institutions where the CRS purpose is an interposed public facility or service to the physical environment, animal welfare, educating the public, etc including culturally.

Should the definitions of charitable, religious and community service not-for-profit organisations be left to the courts or enacted in legislation?

· Parliament should define as precisely as it can in the first instance.

 What are the advantages and disadvantages of the different approaches?

· They complement each other if Parliament provides the lead.

What do you regard as the framework and key criteria that could form the basis for the classification of charitable, religious and community service not-for-profit organisations?

· Community, Charitable and Religious Sector

· Comprising Community, Charitable and Religious Institutions

· Which can be individually designated as a “Community Institution”, “Charitable Institution” and “Religious Institution” or some combination of Community/Charitable/Religious Institution.

· Some within the sector of Community, Charitable and Religious Institutions will be “Community Public Benefit Institutions”, “Charitable Public Benefit Institutions” or “Religious Public Benefit Institutions” or some combination of Community/Charitable/Religious Public Benefit Institution

Do you have a preferred definition of a charitable, religious or community service not-for-profit organisation and, if you believe relevant, PBI?

· No. I would draw upon existing definitions from “Issues” to cover Community, Charitable and Religious Institutions as a group and narrow down to signify those that are PBI.

Would it be desirable to split out different types of activities into separate entities for definitional purposes? What would be the implications of such an approach for your organisation?

· No. Purposes should be the prime focus.

Is there anything else you consider to be relevant in developing options for new definitions?

· No
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