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INQUIRY INTO DEFINITION OF CHARITIES AND RELATED ORGANISATIONS
BACKGROUND to National Seniors Foundation

National Seniors Foundation is the 'charitable arm' of the National Seniors Association (NSA) which is an organisation representing persons 50 years and over. NSA currently has in excess of 210,000 members and has been established for 25 years.

The Foundation is incorporated as a company limited by guarantee and was established for solely charitable purposes ( refer to the Foundation's Objects contained in Annexure "A" )
Prior to incorporation the Foundation operated as a charitable trust from 1983 pursuant to a deed of trust.

Since inception seventeen years ago the Foundation has had the status of a Deductible Gift Recipient (DGR) and is an Income Tax Exempt Charity. (ITEC)
Both of these Australian Tax Office classifications are maintained with the introduction of the 'New Tax System'.

The Foundation is governed by a board of honorary directors.

Our comments are set out under the same broad headings as the issues

paper. 
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The implications of current social expectations and experiences for defining charities and related organisations.
The Issues Paper (cl.7 p.7) recognises that available data on the sector is not comprehensive or consistent" and goes on to quote some examples. It is also noted (cl.8 p.7) that "these data relate only to organisations in part of the sector.

National Seniors Foundation is continually concerned that inquiries and reports in the past have had a major focus on charities that are active as Social Welfare Organisations within the charity sector.

This emphasis is again apparent in the examples given in the Issues Paper "of how the social and economic environment in which the sector operates has been changing over recent years" (cl.1 1 p.8)
A further example is the one hundred and‑ninety page report in 1995 by the Industry Commission into Charitable Organisations in Australia .
Whilst National Seniors Foundation acknowledges that the Social Welfare Organisations are of major concern and benefit to governments in terms of welfare service delivery and cost saving / effectiveness it does overshadow the financial underpinning provided by Charitable Funds, Trusts, and Foundations in supporting many of the smaller charities engaged in the direct delivery of services, and the funding of research particularly in the areas of health and ageing.

By definition the work and effort of the charitable fund, trust, or foundation should be no less 'charitable" than the welfare service providers.

Without the financial contribution made by funds, trusts and foundations to charitable organisations providing some form of direct service provision to their clientele the real cost to governments to maintain the status quo of welfare service delivery through charities would be very much greater.

Our organisation operates in the social and economic environment of persons aged 50 years and over. The Foundation has funded medical research into health issues such as heart disease, Alzheimer's disease and is currently focusing on prostate cancer research.

Grants are also made by the Foundation to assist charities whose activities benefit persons in this over 50 age group. In reality the persons are more typically older, frail , and in many instances the care they receive from the service providing charity assists them either to remain living independently or at a less intensive level of care than otherwise might be the case.

As a matter of board policy assistance to charities by the Foundation has historically been closely linked to the branch network of NSA in funding local charities throughout Australia. This has been by invitation to all NSA branches to make an application for a NSA Grant in conjunction with the local charity (s) the branch has agreed to sponsor at that particular time.

Whilst this has served us and the community well up until recent years, the demand and inquiry for financial assistance by charities is more widespread than the 120 NSA Member Branch network can cover.

Also, we are increasingly aware of worthwhile projects and organisations, many in regional parts of Australia, that do not fall within the current definition of "charities", and in particular the definition used and applied by the ATO with regard to the distribution of funds as a IDGR.
Many of these regional organisations have very limited resources, in terms of funds in hand and available population on whom to appeal to for support. This appears to have been exacerbated in recent years with the net loss of population and services in rural areas.

The Foundation has identified as an internal issue, the need to adopt a broader policy with regard to the acceptance of grant requests from community organisations which may be located beyond a yet‑to‑be defined radius from a NSA branch. Finalisation and implementation of any such policy will be significantly dependent on the growth of funds available for distribution.

However, there remains a need for the redefinition of a 'charitable organisation', a public benevolent institution, and a fundamental change by the ATO in removing restrictions on the organisations that charitable trusts and foundations can assist.

The Industry Commission Report No. 45, in June 1995 stated " The Australian Association of Philanthropy commented that trusts often support community needs which are unrecognised, under‑funded or unattractive to government." (10.1 p247)
It seems unlikely that the next decade will see any major strengthening of regional areas of Australia, particularly the sparser rural areas. Charitable organisations applying for grants consistently point out the shrinking government support available to them and the difficulty of funding items of capital equipment, many of modest cost but basic to their operations and delivery of service.

We believe that definitions should be based on the purpose of the activities carried out by the organisation and that account should be taken of multiple purposes.

There is an expectation in the general community that charities and, related organisations may need to undertake commercial activities in order to perform their core purposes effectively.

We suggest that an essential component of any definition of these commercial" activities is to ensure that the proceeds or surplus (i.e. otherwise commercial profit ) is applied to the charitable purpose(s) of the organisation including its legitimate fundraising and/or operating costs.

Existing definitions of charities and related organisations used in Australia

National Seniors Foundation is currently defined as a charity at the

Federal level e.g.
Corporations Law, and


Income Tax Assessment Act and associated legislation and at ,
State level e.g.
Fundraising legislation, and


Stamp Duty

There are varying definitions, or applications of the definitions, at the State level and particularly the differences between states. For a nationally based charity this creates much unnecessary duplication of effort, cost, and the hidden cost of multiple compliance for the same purpose and outcome. 3

Options for enhancing the existing definitions in Australia

There is the need for a nationally codified approach to state legislation in much the same way as the Corporations Law has unified the previous state companies acts.

The real effect of any definition or classification of charitable, religious, community service not‑for‑profit organisations, and public benevolent institutions is the relevance and application of the definition for taxation and. government‑charges purposes.

Apart from the consumer protection aspect of fundraising requirements embodied in state legislation, it is difficult to identify any major issue that is not related to taxation or government charges in some way.

Yet, despite the Prime Minister honoring the commitment the Government gave to the Australian Democrats earlier this year to conduct the 'definitions' inquiry, the inquiry has through its interpretation of the Terms of Reference "is not seeking submissions, and will not be providing comment, on issues related to the taxation or other legislative and administrative treatment of charitable, religious or community service not‑for‑profit organisations."
We question how effectively this will progress the Prime Minister's statement that: "We need to ensure that the legislative and administrative framework in which they [charities] operate is appropriate to the modern social and economic environment".

GORDON H. GLANCE 

MANAGER NATIONAL SENIORS FOUNDATION. 
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