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EXECUTIVE SUMMARY

This submission is being made by the Australasian Fire Authorities Council on behalf of fire and emergency service agencies.   The submission makes a number of key points summarised below.

Key Issue:   Volunteers in the fire and emergency services sector (FESS) are disadvantaged when the agency in which they serve is not classified by the Australian Taxation Office as either a charitable organisation, a public benevolent institution (PBI) or a deductible gift recipient (DGR).

Donors have a preference for making donations to DGRs, for which they can claim a tax deduction.   Benefactors also prefer to make donations to organisations that are recognised in public as charities, and to reap the public relations benefits from so doing.

PBI status assists the volunteer agency to stretch its budget further, by allowing wages to be part funded through tax deductions, so enabling better support for its volunteers from the limited funds available.

In recognition of the above, this submission makes a number of points in support of the classification of agencies that use volunteers to deliver their services, as charitable.

Key points:
1.   Volunteers in the fire and emergency services sector are a large, important and influential group of people (over 240,000 volunteers).    They make a contribution to the State economies of an estimated $1 billion p/a (as an endowment for the community).

2.   In most cases, the States could not provide the same levels of service in the absence of the volunteer contribution.    There is no economically viable alternative to a volunteer mode of service delivery in many areas in the emergency services.    In fulfilling their community service obligations with respect to emergencies, the States and Territories have an obligate dependency on volunteers in the FESS.

3.   Structural change in the Australian economy during the past 20 years has made it more difficult for people to commit to long-term volunteer involvement in the FESS.   As many committed volunteers reach the age of retirement and reduce their level of active participation, it is becoming harder to replace them.    General retention and recruitment of volunteers into the FESS is also becoming more difficult.    The requirement to undertake mandatory high levels of training to satisfy statutory safety requirements exacerbates the difficulties of recruitment and retention.

4.   Long-term commitment by volunteers is needed to justify the investment agencies must make in training them.    Significant proportions of agency budgets are required to support the training of volunteers and to maintain their skills.   Thus, the arbitrary ATO rule that restricts charitable classification to organisations where the government funding does not exceed 10%, is too restrictive and impractical, as generally volunteers’ training costs alone exceed this amount.

5.   Public awareness of and emphasis on occupational health and safety imperatives and increasing sophistication of the technologies employed in the FESS, contribute to the on-going demand for training at more and more advanced levels.

6.   Tax relief for FESS agencies is necessary to enable agencies with volunteers to stretch their budget allocations further, particularly where volunteers need to raise a portion of the funds they use, from the local community.

7.   To partly counter the negative effects of structural change, volunteers need to see that governments recognise and value the contributions they make, through favourable tax concession arrangements that will encourage their on-going commitment.    Such recognition is necessary to encourage volunteerism and the longer-term sustainability of the volunteer system in the FESS.

8.   The principle of "mutual obligation" is used widely to require individuals who receive a benefit from the public purse to do something for the community in return.    The obverse of the "mutual obligation" principle is that where volunteers do something for the community, some forms of concessional treatment by the ATO are warranted.   Recognition of this obligation to volunteers in the FESS, would be appropriate, particularly in the “International Year of Volunteers”.

9.   The nature and extent of agency control of volunteers appears to be a constraining factor in granting eligibility for tax concessions.   However, this test is based on an arbitrary distinction between agencies, which needs to be reassessed in the light of community expectation.   There is strong community support for the notion that FESS agencies, which rely on volunteers, should be classed as charitable.

10.   FESS agencies have legal (liability for damages and protection from prosecution), moral (occupational health and safety) and practical (requirements for and benefits of coordination) responsibilities for their volunteers.    The forms of government control commonly in place are necessary for risk management reasons, not for party political or agency policy reasons.

11.   Local groups or brigades are largely self-managing.    These groups are part of their local communities and are generally organised at the local level (locally elected captains and officers).    Their conduct at emergency incidents is based on their own judgement within defined parameters.   If the services they provide at the local level were not subject to some form of government control, their activities would readily attract appropriate charitable classification under rules currently used by ATO and State treasury departments.

12.   As a minimum, the component of agency budgets spent by agencies in managing and training volunteers should attract charitable treatment.    Were this component of agency budget to be treated for PBI purposes, the considerable salary savings to agencies could be used to provide further support to volunteers.

13.   A more realistic approach than is current practice, would be to grant all FESS agencies that use volunteers, one or all of the tax benefits available, (charitable, public benevolent institution or deductible gift recipient status).

14.   A sliding scale, (depending on the level of volunteer contribution to the community), is proposed as the basis for awarding these benefits to FESS agencies.
15.   Under the principle of ‘mutual obligation’, the ‘out-of-pocket’ expenses sustained by volunteers in the FESS should be tax deductible (where these are not refunded by the host agency).

16.   People who employ volunteers and release them during work hours to attend to local emergencies, should be able to claim the lost productivity as a tax-deductible gift.

17. Inconsistencies in the classification of those FESS agencies that use volunteer labour, with respect to their charitable, public benevolent institution and deductible gift recipient status, need to be remedied.

AFAC’s request on behalf of the FESS agencies

In this submission the Inquiry is being asked to:

· recognise that all FESS agencies which use volunteers, warrant classification as charities to enable better support to volunteers, (through the availability of tax concessions for agencies), and to assist with fundraising by volunteers (through deductible gift recipient status).

· ensure that the definition of “charity” recommended to the Government is broad enough to accomplish recognition for the volunteers serving the community in the FESS.

· ensure that volunteer-based agencies within the FESS, are in future, treated in a more consistent manner by the Commonwealth and State governments than heretofore, with respect to their charitable, public benevolent institution and deductible gift recipient status.
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Background

The Australasian Fire Authorities Council (AFAC) is the peak national body comprising the fire and emergency services organisations in Australia and New Zealand.   It has 23 members and a number of affiliated organisations in the Asia-Pacific area.    Its role includes facilitating cooperation between member agencies, national coordination and advocacy.

This submission has been prepared following a discussion between staff of the Charities Definition Inquiry in April 2001, and the Chief Executive Officer of AFAC.   Although the closing date for submissions had already then passed, an invitation was given to AFAC to provide the Inquiry with additional information about the role of volunteers in fire and emergency services sector (FESS).

In some circles, the provision of emergency services has been considered to be the domain of government agencies, not that of charitable organisations.   Thus, emergency services agencies were not included in the Inquiry into charities carried out by the Industry Commission in 1995.   By inference, agencies in this sector did not consider that they were included in the scope of the current Inquiry, although clearly this was not the case.    This explanation may account for the low number of submissions to the Inquiry from within the emergency services sector.    This submission is an attempt to remedy that misapprehension.

AFAC wishes to record its appreciation to the Inquiry’s Chairman, The Hon Mr Justice Ian Sheppard and the Inquiry staff, for the opportunity to represent persons within this important sector, through this means.

Following the issue of the invitation to AFAC, the fire and emergency services agencies were contacted to collate information that could be placed before the Inquiry, for its consideration.   This submission summarises information provided by these agencies and discusses it in context.

Purpose

The purpose of this submission is to show that some components of the FESS, (particularly those in which volunteers are engaged in providing fire and emergency services at the local level), are worthy of public support through classification as either charitable organisations or as public benevolent institutions or by being endorsed as deductible gift recipients.   Volunteers in this sector rely on donations from the public, while the agencies in which the volunteers serve, rely on tax relief in order to extend the support provided to volunteers.

Acknowledgement of their work would serve as a positive signal to volunteers (and the community at large), that the efforts of volunteers in this sector are recognised and appreciated within government and the community.   At the local level, the flow-on of official recognition will lift the morale of volunteers.   As well, public recognition in this form will encourage the continued contribution made by volunteers in this sector (that is, contribute to it’s long-term sustainability of volunteerism).

In this submission the Inquiry is being asked to:

· recognise that all FESS agencies which use volunteers, warrant classification as charities in order to provide better levels of support to volunteers, (through the availability of tax concessions for agencies), and to assist with fundraising by volunteers (through deductible gift recipient status).

· ensure that the definition of “charity” recommended to the Government is broad enough to accomplish recognition for the volunteers serving the community in the FESS.

· ensure that volunteers within the FESS, are in future, treated in a more consistent manner by the Commonwealth and State governments than heretofore, with respect to their charitable, public benevolent institution and deductible gift recipient status.

Volunteers in the fire and emergency services sector

Diversity in the sector:   The fire and emergency services sector is very diverse, with many service providers fully private and outside government control, although supported by government grants, (eg. Royal Surf Life Saving Society).    This submission focuses on those providers of emergency services within government.     Specifically, this submission deals with government agencies that use volunteers as a component of the work force that delivers emergency services to the community.   These agencies are listed in Box 1.

Box 1     Australian Fire and Emergency Services Organisations with Volunteers

             (on whose behalf this submission has been prepared).

ACT Emergency Services Bureau

Country Fire Authority, Victoria

Country Fire Service, South Australia

Emergency Services Administrative Unit – SA

Fire and Emergency Services Authority of WA

Northern Territory Fire and Rescue Service

NSW Fire Brigade


NSW Rural Fire Service

NSW State Emergency Service *

Queensland Fire and Rescue Authority

State Emergency Service of SA *

State Emergency Service of Victoria *

Tasmanian Fire Service

Tasmanian State Emergency Service *



* Note:   While organisations marked (*) are not members of AFAC, they have agreed for AFAC to make this submission on their behalf.
Numbers of volunteers:   At the very conservative end, it is estimated that over 250,000 Australians perform volunteer service in the fire and emergency services sector (FESS).    Also at the conservative end, the value of the “free labour” (an endowment passed on from volunteers to the public), is estimated to easily exceed $1 billion per annum.   The reported number of volunteers and the estimated number of hours of volunteer work contributed annually, is shown in Table 1.

Obligate dependency and mutual obligation:   By their nature, the occurrence of fires and emergencies is not predictable (other than in a statistical sense).   This randomness is a hindrance to planning, organisation and investment and adds substantially to the cost of service delivery.    As a consequence of low predictability, rates of resource utilisation in the FESS are amongst the lowest in any industry.     Thus, many communities around the world, both large and small, depend on volunteers (rather than on an uneconomic, permanently employed work force), to provide fire and emergency services at the local level.

All the Australian States and Territories make extensive use of volunteers to deliver a range of fire and emergency services, particularly outside the major metropolitan centres.   For purely economic reasons, there is an obligate dependency by State and Territory governments on volunteers in the FESS.    Thus, a deliberate strategic choice to use volunteer modes of service delivery has been made in every State and Territory.    Of necessity, reliance on volunteer service delivery capacity is part of government budget policy in every State and Territory.    This strategic choice calls for the principle of “mutual obligation” to be brought into play with respect to the work carried out by volunteers.   The Commonwealth and State and Territory governments have an obligation to recognise and support volunteers in the FESS, in order to sustain this form of service delivery in the long-term.    

The volunteers in the FESS are therefore a significant component of the community, worthy of specific recognition.    Sustaining the motivation and commitment to volunteering should be an important policy objective of both the Commonwealth and State levels of government.    While commitment to the support of volunteers in the FESS is apparent at state level, a similar commitment to support is not as apparent at the Commonwealth level.

Table 1.   Estimated numbers of volunteers and volunteer hours donated in the fire and emergency service agencies

Agency
Estimated Number of Volunteers
Estimated Number of Volunteer Hours

ACT
630
157000

CFA
60000
13500000

NSWFB
5576
500000

NSWRFB
70000


NSWSES
9016
600000

NT
120


QLD
42742


SAESAU
17000
405000

SASES
5922
3400000

TASFire
4397


TAS SES
5500
47000

VicSES

350000

WA
24500
2300000

Totals
245,403
21,259,000

Management arrangements relating to volunteers:   Organisational arrangements for the integration of volunteers within FESS vary widely among States and Territories.   Appendix 1 collates the responses of the State and Territory agencies to a suite of questions about the volunteers who serve in the FESS and their individual management arrangements.

As this material shows, the arrangements for the use of volunteers in this sector are far from homogeneous.   In some agencies within the sector, such as the Metropolitan Fire Brigades Board in Melbourne, all personnel are permanently employed by the agency, under terms set out in the relevant statutes and awards.    All the costs associated with the functioning of the agency (particularly the labour costs), are met from funds allocated to the agency through the state budgetary process.    At the other end of the spectrum are organisations, like the Volunteer Coast Guard, where the work force is entirely comprised of volunteers.    Such organisations have no statutory agency affiliations and their operations are funded entirely outside the public sector budget process.    In between these, are organisations like the Country Fire Authority in Victoria, where emergency services are delivered to most rural and regional communities by volunteers, with supplementation in urban areas by paid firefighters.    Although CFA does receive an annual allocation through the State budget process, the large bulk of CFA’s business inputs are provided by volunteers, as an endowment for the community.

Structural change and volunteering

Impact of structural change:   It is worth noting that structural changes in the Australian economy during the last 2 to 3 decades have made it more difficult for people to make a long-term commitment to volunteering in the FESS.   The ongoing decline in volunteer numbers in the FESS is widely reported by field staff, brigades and by Volunteer Associations in this sector.   It has also been documented by the ABS and in the research literature.

Volunteering is being adversely affected by the increase in average working hours, reduced job security, increasing reluctance of employers to release staff to attend emergency incidents and rising demands of family life on the discretionary time of individuals.   A number of factors contribute to the problem, including the aging of the existing volunteer population and the population generally, demographic changes in many rural areas, rationalisation of services and regional restructuring, changes in labour markets between employment sectors (eg. agriculture, mining and manufacturing sectors vs tourism, and services sectors), shifts in employment brought about by deregulation and global competition, higher participation rates of women in the workforce, higher retention rates of young people in the educational system brought about by the rising demands of employers for qualified staff, to list but some of the key drivers.

Training requirements:   As well, the requirements of the FESS are more stringent than other forms of volunteer activities because of the higher risks associated with emergency service work.   FESS volunteers must spend much more time in training to secure the competencies needed to undertake the specialised tasks associated with fire fighting, containment of hazardous materials or rescue activities and to ensure their own personal safety while doing so.

In the past two decades, statutory occupational health and safety requirements have been considerably lifted.   Concurrently, community expectations of professionalism in service delivered by the FESS have risen.    As well, the technologies used in the FESS have changed both in range and sophistication.    These and other factors have required the FESS agencies to raise the training requirements for volunteers.   This has added considerably to the ongoing cost of running FESS agencies.      Training costs now routinely exceed 20% of agency budgets.

It is therefore virtually impossible for agencies to meet the requirement of the ATO that the government’s contribution to a charitable activity or entity not exceed 10%, in order for the activity to be classified as charitable.    This arbitrary limit needs to be reviewed in the light of current social and economic realities.

Government support:   The AFAC agencies need assistance from both the Commonwealth and State and Territory governments to ensure the long-term viability of the volunteer system in the FESS.   While this assistance is most readily provided through monetary support (eg. budget and tax measures), agencies also need policy support and political support as well.

Eligibility of FESS organisations employing volunteers for recognition as charitable

The ATO notes that in administering the statutes that affect charitable organisations, it is guided in a policy sense by the case law, (ie. the decisions of the courts in Australia and other Commonwealth countries where court decisions are consistent with the legal processes used in Australia).   The ATO has used government policy, case law and established administrative practice to identify and describe a number of criteria that are used in making assessments of applications by candidate organisations for classification as charitable.    These criteria have been explained in some detail in the Charity Pack 2000 (Appendix 1, pp 38 to 59) in the Gift Pack 2000 and in and the ATO Taxation Ruling 2000/11 paras 1 to 20; 44 to 58; and 94 to 101 as seen on the ATO web site.   These criteria have been summarised and are presented in Table 2.

The nature of the volunteer components of the FESS agencies have been evaluated against these criteria in order to assess the extent to which they comply with the requirements of the ATO in the legal technical sense.    The results of these evaluations are presented in Table 3.

Table 2.   Criteria used by ATO for assessment of an organisation as charitable.


Major class
Additional relevant features
Contra-indications

1
Organisational status
Is it a legal entity or organisation ?

Constitution, terms of association; rules; code of conduct

Size

Permanence

Recognition

Level or form of activity

Publicly accountable


Not part of an entity, branch, or subsidiary

2
Purpose; public benefit or relief of distress
Altruistic activity

Services provided to all in the community or whole community

Access to services not restricted to particular class


Restriction of service only for efficiency reasons



3
Sole or dominant purpose must be charitable


Other activities permitted, provided they are incidental to the primary purpose


Not sport, recreational, social, lobby or promotional

4
Purpose charitable in the legal sense of the term
Classes of organisations as in table on p 44  “Disaster relief”  included

Bushfire brigades specifically mentioned in illustrations given




5
Purpose/Activity


Activities consistent with and supporting the principal charitable purpose(s)




6
Non-profit
Constitution or rules prevent distribution of benefits to particular individuals either directly or indirectly


Not for generating profit for distribution to shareholders or other interested parties 

7
Government control
Source and extent of funding

Nature of control by government

Basis of governance
No more than 10% of funding from government

Source and extent of funding

Nature of control by government

8
Based in Australia
Services delivered in Australia through expenditure in Australia


Not just a branch office here

9
Entitled to receive tax deductibility
Listed in schedule to Tax Act or other recognised list




10
With ABN


ABN required


Source:  Appendix 1, pp 38 to 59 in Charity Pack 2000 and the ATO Taxation Ruling 2000/11 paras 1 to 20; 44 to 58; and 94 to 101 on ATO web site www.ato.gov.au

As discussed above, the broad spectral nature of the FESS with respect to the use of volunteers in service delivery, raises some acute questions about the equitable treatment of the organisations in which FESS volunteers serve, by the Australian Taxation Office (ATO) and the State and Territory treasury departments and about the application of the principle of “mutual obligation”.

Recognition and eligibility:   AFAC proposes that at least every organisation in the FESS, which uses volunteers, should be formally recognised in some way (eg as a charity, a public benevolent institution or a deductible gift recipient), so that, through tax concessions, some additional funds derived from the “public purse”, can be allocated directly to the support of the work of volunteers in these organisations.    Such action would provide some of the necessary recognition of the importance of this work.   Volunteers in the FESS will continue to need the support of the community through direct fund raising.    Fund raising should be facilitated by the tax deductibility of gifts in the hands of the donors, including employers’ contributions.

Degree of control:   The degree of control exercised by the agency over the activity in question appears to be a key determinant of the awarding of the classification as a charity to an organisation.   The controls over ‘employees’ exercised by agencies are of three main types.   These are (1) controls embedded in contracts of employment for permanent staff; (2) controls imposed by society on behalf of all workers, including volunteers, (eg occupational health and safety, compensation for injury etc), and (3) controls relating to particular activities carried out on behalf of the agency.

Generally, in this last category, the operational response of volunteers is self-initiated and self-directed to prescribed parameters or orders.   In this respect, volunteers are not acting on policy influenced by partisan politics.   Volunteers are nominally under the control of the ‘Director’ or ‘Chief Officer’ because of the need to provide them with the authority to ‘act’ and ‘direct’ in emergency situations and the need to protect then from allegations of trespass or negligence when attending to emergencies.   The societal forms of agency control are necessary for ‘risk management’ and ‘command and control’ reasons, but not party political reasons.   The matrix below in Table 4 shows the degree of agency control for various types of workers in the FESS.   Public fund raising by volunteers is also, necessarily, under agency control.

Table 4.   Forms of control for volunteers and permanent employees

Type of Worker
Controls in contract of employment
General controls imposed by society
Specific controls imposed by agency

Full volunteer


No


Yes
Partial

Retained/Auxiliary


Yes
Yes
Yes

Permanently employed staff


Yes
Yes
Yes

Volunteer groups are part of their local communities and are generally organised at the local level (democratically elected captains and officers).    If the services they provide at the local level were not subject to some form of government control, these activities would readily attract appropriate charitable classification under rules currently used by ATO and State Treasury departments in awarding such classifications.

Out-of-pocket expenses of volunteers

Many volunteers in the FESS carry the direct costs of their volunteer work as a personal cost.   Under the principle of ‘mutual obligation’, a strong case exists for the out-of-pocket expenses sustained by volunteers, to be treated as a tax deduction, (where these costs are not refunded by the host agency).

Employers of Volunteers

Structural change associated with international trade and competition has made it more difficult for the employers of volunteers to agree to the participation of their workers in the FESS, especially during working hours.   This has been another factor contributing to the decline in volunteer numbers in the FESS.

Persons and organisations that employ volunteers are sometimes asked to release volunteers from the workplace in order to attend an emergency.    The self-employed are also faced with this choice.    When engaged at an emergency, there are losses in productivity or earnings that are borne by the employer or the self-employed.    In effect, the employers (or the self-employed) are being asked to make a monetary contribution to the community through the release of the volunteer to carry out emergency work.

In the case of the Country Fire Authority, where some estimates of the value of volunteer work in the FESS has been made, it is calculated that employer contributions in this form comprise about between $45 to $60 million per annum, or roughly 10% of the size of the contribution due to the volunteers themselves.

There is a strong, logical case that such contributions should be considered as ‘gifts’ that entitle the donor (the employer or the self-employed) to a tax concession.   In order for this to happen, it is necessary that the agency through which the emergency is being managed, has been classified as a ‘deductible gift recipient’.    The Inquiry is being asked to ensure that the definition it recommends to the Commonwealth Government, should be broad enough to accommodate this form of supporting charitable activity by employers.

Proposed sliding scale of support

Table 5 provides a simple model for the allocation of consessional taxation benefits to FESS agencies, based on the level of volunteer participation.


Classification status


Type of workforce
Charitable
PBI *
DGR #
Scaling factors applied

- Full permanent


No
No
No
No concessions appropriate

- Retained

- Full permanent
No
No
Yes
- GDR for support to employers of Retained staff

- Volunteer (less than 20 % of labour input)

- Retained

- Full permanent
Yes
Yes
Yes
- Charitable

- DGR for all gifts

- PBI for funds spent on training

- Volunteer (greater than 50 % of labour input)

- Retained

- Full permanent
Yes
Yes
Yes
- Charitable

- DGR for all gifts

- Full PBI

* = Public Benevolent Institution      # = Deductible gift recipient

Classification of agencies in the FESS

As can be seen from Tables 2 and 3, the classification of agencies that use volunteers as part of the labour force, with respect to their status as charitable, is inconsistent.    Identical activities are treated differently (eg. those carrying out emergency services, such as VicSES, SES SA, NSW SES, Tas SES and the SES unit in FESA WA and their PBI status).    These types of anomalies result from the different organisational arrangements in each state and the different perceptions of control implied by these arrangements.    A more consistent approach to classification of charitable organisations appears to be needed.    Such an approach is proposed in Appendix 2.
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Appendix 1    Responses to questions about the integration of volunteers into agencies within the fire and emergency services sector (FESS)

The following agencies were asked to provide information about use of volunteers within their agencies:

Agencies within the fire and emergency services sector which use volunteers in service delivery

ACT Emergency Services Bureau

Country Fire Authority, Victoria

Country Fire Service, South Australia

Emergency Services Administrative Unit – SA

Fire and Emergency Services Authority of WA

NSW Fire Brigade

Northern Territory Fire and Rescue Service


NSW Rural Fire Service

NSW State Emergency Service *

Queensland Fire and Rescue Authority

State Emergency Service of SA *

State Emergency Service of Victoria *

Tasmanian Fire Service

Tasmanian State Emergency Service *

* Note:   While organisations marked (*) are not members of AFAC, they have agreed for AFAC to make this submission on their behalf and have cooperated in the provision of information for this purpose.
Responses to the following questions were sought from the agencies listed:

Questions

1. What type of volunteers serve in your agency ?  (eg auxiliary volunteers who are paid a retainer fee;  full volunteers who receive no form of remuneration; other).   Are your volunteers classed as employees ?

2.
How many volunteers in each class does your agency have ?    Do you have an estimate of the number of hours of volunteer work contributed by volunteers annually ?

3.
What range of services do volunteers deliver ?  (eg is this the same suite as delivered by a paid work force;  a reduced set;  a single service ?)   Are fees charged for any of the services delivered by volunteers (if so which ?).   Are the services provided by volunteers considered to be a community service obligation of Government ?

4.
What is the source of funds for the services delivered by volunteers ?   To what extent do volunteers raise the funds they use, from the communities served ? (eg none;  some;  the majority;  all).    Is it economically feasible for your agency to deliver these services through a fully paid work force ?     Do gifts to your volunteer units qualify the donor for a tax deduction ?    Is you agency (or its units) classified by the Australasian Taxation Office as a Public Benevolent Institution or a charity at present ?

5.
What form of support is provided by the agency to volunteers ?  (eg all equipment,  training;  communication;  counselling;  compensation;  legal cover; other, etc).

6.
What links do most volunteers have ?; (eg agency, municipal, community, volunteer association, trade union ?).   Do any of these links have a statutory basis ?

7.
To what degree are volunteers under Government control ?  (eg policy, agency management, service mix, service delivery standards, code of conduct, standing orders etc and to what extent do volunteers act on their own initiative or in response to daily community needs as they arise ?).   Can volunteers form a unit without specific statutory approval ?

8.
What tax concessions (if any) do volunteers get ?   Do employers of volunteers get any tax concessions or other benefits to compensate for lost productivity ?

Appendix 1
Appendix 1.   Agency Responses to Questions on Volunteers

Question 1

· What type of volunteers serve in your agency ?  (eg auxiliary volunteers who are paid a retainer;  full volunteers who receive no form of remuneration; other).

· Are your volunteers classed as employees ?
Individual Agency Responses to Question 1

ACT
- All of our volunteers are full volunteers, they do not receive any remuneration for their services.    Reimbursement of some expenses is available on request.

- Our volunteers are classified as employees for the purposes of insurance and compensation only.

CFA
- CFA volunteers are full volunteers who obtain no remuneration for the services rendered.

- Volunteers are classed as employees, but only in respect of the statutory occupational health and safety, workers compensation and legal protection in the discharge of CFA’s statutory responsibilities.   In CFA, volunteers are covered by CFA Volunteer Compensation (CFA is a self insurer), and volunteers are legally covered for damages and negligence in the discharge of CFA’s statutory responsibilities.

NSWFB
- Our auxiliary volunteers are called Retained firefighters, they are paid monthly retainer and for attending call-outs, drills and carrying out their brigades related duties.

- They are classified as permanent part-time employees.

NSW RFS
- Full volunteers

- No

NSW SES
- Full volunteers who receive no remuneration

- No.

NT
- The NTFRS has both auxiliary and volunteer fire fighters. Auxiliaries are not viewed as volunteers as they receive a retainer as well as an hourly rate for emergency response.

- Volunteers are classed as “members” of the agency not employees within the terms applied to other public servants.

QLD
- Full volunteers (Rural)

Auxiliary Fire Protection Officer Support

Auxiliary Support

Urban Volunteer (in training)

- Volunteers are classified as employees for the purposes of insurance and compensation only

SA ESAU
- CFS has only volunteers who receive no form of remuneration.

SAMFS does no employ volunteers

- For the purpose of Workcover only, volunteers are classed as employees.

SA SES
- SES members are “Full Volunteers” – (no remuneration).

- The volunteers are not classed as employees.

TASFS
- Volunteer and Auxiliary.
- No.

TasSES
- Full volunteers status with no remuneration.

- Generally classified as employees for the provision of support.

VicSES
- Only full volunteers who are paid no remuneration at all 

- Technically they are not.   However, where particular legislation is of significance to them, such as the Occupational Health & Safety legislation or Workcover legislation we are advised to "treat them as employees".

WA
Volunteers serving under FESA include:

- FRS volunteers; 

- BFS volunteers;

- SES volunteers; and

- VMRS volunteers.

- The type of volunteers serving under FESA are ‘full’ volunteers who receive no remuneration.  On certain occasions volunteers may receive recoups of ‘out of pocket’ expenses when undertaking tasks or activities initiated by FESA (e.g. travel to Agency required training).   - Volunteers are not classed as employees for the purposes of Workers Compensation Insurance.

Sector Summary for Answers to Question 1 and comments:

Arrangements for the management of volunteers in these agencies are far from homogeneous.   Different approaches to a common suite of problems are evident, due to the differences in State and Territory statutes and regulations governing volunteers.    As can be seen, the labour inputs are in three classes, namely;

· Full volunteer personnel who receive no remuneration although some do get reimbursement for actual out-of-pocket expenses;

· Retained volunteer personnel (also referred to as auxiliary), who receive a “retainer” fee to secure availability and a payment for each job attended;

· Permanently employed personnel on employment contracts.

While auxiliary and career personnel are classes as “employees”, uniformly volunteers are not.    They are not engaged through an employment agreement and as in every case, they are not remunerated for their efforts, there is no “contract of employment” and no actual or implied control of the volunteer by the agency.

Volunteers are treated as employees only in respect of the state legislation that establishes a “duty of care” on the agency (eg. occupational health and safety, workers compensation on injury etc).   As well, the effectiveness with which volunteers are able to act in emergency situations resides in the statutory powers of the “Director” or “Chief Officer” conferred on them by statute.   In this respect, they are equivalent to agency employees.

Question 2

· How many volunteers in each class does your agency have ?

· Do you have an estimate of the number of hours of volunteer work contributed by volunteers annually ?
Individual Agency Responses to Question 2

ACT
- We have approximately 450 Bushfire Service volunteers and 180 State Emergency Service (SES) volunteers.

- It is estimated that the average number of hours per week attending training, operations, and community activities would be 5 hours per person per week.

CFA
- CFA has 60,000 senior registered volunteers.

- It is estimated that they contribute 13.5 million hrs of time annually.    This estimate covers a range of activities including training.

NSWFB
- We also have 2,300 full volunteers attached to community fire units at the bush/urban interface.

- We employ 3276 Retained firefighters

- We have 2,300 full volunteers

- Our Retained firefighters are paid for 480,000 (approximate) hours work per year.  It is not possible to estimate the number of additional hours they carry out of unpaid activities.

- Our fully volunteer firefighters carry out 18,500 (approximate) hours of unpaid duties

NSW RFS
- 70,000volunteers

- No estimate of time can be made

NSW SES
- 9016 volunteers, including reserve members and flood gauge readers.

Hours of service:

- Training, average:
250,000 pa.

- Community events:
50,000 pa.

- Operations:

1995-96
230,000




1996-97
227,000




1997-98
330,000




1998-99
517,000




1999-00
180,000     Average = 29,700

NT
- The NTFRS has approximately 50 auxiliaries and 120 volunteers.    Volunteers are attached to either a VFB or a Fire and Emergency Response Group (FERG).   VFB are usually within close proximity to full time stations.    FERGS are combined SES and VFB and are in remote regions eg 100 + km from a full time station.

- No information currently available on hours of work.

QLD
A. As at 17 May 2001  - 42,732 (full volunteers – Rural)

C. & D. 
Total 10 volunteers

SA ESAU
- The volunteer membership is 17000 as at April 2001.

- The number of operational hours that volunteers have contributed year to date is 177 341 and 277 944 non-operational hours.

SA SES
- Total number of registered volunteers – 5922

- Operational hours worked 1999/2000 FY – 68,819. (3 to 5 times this figure if training, administration, equipment maintenance, fundraising etc time is included)

TASFS
- 5,000. comprising  603 auxiliary and  4397 volunteers.

- No information currently available on hours of work..

TasSES
Estimate 500 full volunteers contributing approx 5,500 hours annually for emergency response, 33,000 hours for training, and another 8,500    hours for non-emergency community assistance activities, eg. driver    reviver, public awareness, displays, etc. (Total = 47,000 hours, or 94 hours per volunteer per year).  I think this is an underestimate on average.  Many certainly do many more hours than this, particularly the Unit Managers.

VicSES
1997/98

1998/99

1999/00

Operational Hours

64,189

94,193

65,051

Training Hours

209,536

280,765

209,801

Community Service Hours

53,654

47,726

37,488

Total

327,379

422,684

312,340

Note: "Operational Hours" direct operational tasks.  "Community Service hours" on non-operational events in the community such as local shows, assisting other community organisations etc.



WA
FRS:

approximately 2 500

BFS:

approximately 17 000

SES:

approximately 2 500

VMRS: 

approximately 2 500

FRS and BFS:
Data on the number of hours of volunteer work contributed annually by volunteers is not collected by the Fire Services Division of FESA.

However, a survey undertaken in 1977 with Fire and Rescue Service Volunteer Brigades concluded that the volunteers in Western Australian brigades undertook an average of 77.87 person hours per week on various volunteer related activities.  This was across some 92 volunteer brigades with an average membership of approximately 11 ‘active’ members.  Hence, extrapolating this figure to an annual estimate would give us approximately- 

77.87 hrs x 52wks x 92 brigades  =  372 530hrs per year; or

372 530 hrs  ( 8 (assuming an 8 hr day)  =  46 566 days / year; or

46 566days ( 5 (assuming a 5 day week)  =  9313 weeks / year.

No parallel survey was completed in relation to BFS Brigades, but using the FRS results as a basis – there are 720 BFS brigades listed of whom approximately 400 would be ‘active’ to the same levels as FRS brigades.  Hence, using the same data as above –

400 x 77.87person hours x 52weeks   =  1 619 696 hrs per annum.

1,619,696 ( 8 (assuming an 8hr day)  =   202 462 days / year.

202,462 ( 5 (assuming a 5 day working week)  =  40 492 weeks / year.

In total then for FRS and BFS we would have to be looking at a minimum of 1,992,226 hours per annum contributed by the 19 500 FRS and BFS volunteers in WA.

SES:
Approximately 223 618 hours annually.
VMRS:
Approximately 8000 - 9000 hours annually for actual search and rescue incidents with at least the same again in training, public education and various other sea rescue projects (fundraising, providing labour for group building projects, etc).

Sector Summary for Answers to Question 2 and comments:

The table below summarises the reported number of volunteers and the number of volunteer hours contributed at the national level.

Agency
Estimated Number of Volunteers
Estimated Number of Volunteer Hours

ACT
630
157,000

CFA
60,000
13500000

NSWFB
5576
500000

NSWRFB
70000


NSWSES
9016
600000

NT
120


QLD
42742


SAESAU
17000
405000

SASES
5922
3400000

TASFire
4397


TAS SES
5500
47000

VicSES

350000

WA
24500
2300000

Totals as reported
245,403
21,259,000 *

Note:   This figure corresponds closely to the estimate made by ABS on the number of hours of involvement for persons in the emergency services sector (ABS=22.5 million hours).   ABS 2001, Table 19, p 27.

Question 3
· What range of services do volunteers deliver ?  (eg is this the same suite as delivered by a paid work force;  a reduced set;  a single service ?)

· Are fees charged for any of the services delivered by volunteers (if so which ?).

· Are the services provided by volunteers considered to be a community service obligation of Government ?
Individual Agency Responses to Question 3

ACT
- Our bushfire service volunteers attend bush and grassfires in the rural and remote areas of the ACT and support the Fire Brigade for bush and grassfires in the urban areas of the ACT. - Our SES volunteers are essentially a support organisation and they assist the Police with search, have a shared responsibility with the Fire Brigade for storm mitigation, and provide catering, lighting, first aid and other support to a range of emergency services organisations. - No fees are charged for the volunteers’ involvement with these activities.

CFA
- CFA’s volunteers provide essentially the same range of service types as that provided by paid career staff.    However, because of their large numbers and the volunteer nature of their services, CFA’s volunteer brigades provide a very large contingent capacity on which the State relies, particularly on days of extreme wildfire danger during summer.    The contingent capacity of the career staff component is, in comparison, very small.    As well, because they are members of the local communities that they serve, CFA volunteers contribute to the social cohesion and local sustainability that enables many small communities to survive and prosper in competitive and difficult economic environments.

The emergency services that have a statutory basis can be considered to be government service obligations.   However, many of the services provided by volunteers to their communities are not specifically nominated in State statutes, including contingent capacity and social cohesion.

- Generally, CFA brigades do not charge for the services they provide.   A number of brigades and volunteers provide Fire Equipment Maintenance (primarily the servicing of extinguishers) on a fee for service basis.     At other times this service is provided at cost or free of charge as a community service as there is no local private enterprise fire protection organisation.

- Only some of the service provided are considered to be “government service obligations”.   Most services are not however.

NSWFB
- Retained firefighters provide our full range of services, including fire, rescue and hazmat.

Full volunteer firefighters attached to community fire units provide a single service fire suppression role, they may however at appropriate times be involved in local hazard reduction burning with permanent staff, in accordance with approved risk management plans.

- The NSWFB does charge for attendance of Retained firefighters at excessive false alarm calls and for attendance at hazardous material incidents that are not fire related.

- Generally the service provided are not considered to be government service obligations

NSW RFS
-Fire fighting, fire prevention, motor vehicle accidents, other emergencies

- No fees charged

- Yes, service provided are considered to be “government service obligations”.

NSW SES
- Range of Services:

a.  Combat agency for floods, storms and coastal erosion.  (These are the state's major natural hazards).

b.  Road Accident Rescue (largest provider in NSW).

c.  Vertical Rescue (largest provider in NSW).

d.  Land and Inland Water searches.

e.  Support to Police and other emergency services in a wide range of activities.

f.  Support to major events at State and local level; eg. Olympics, marathons, cycle races, triathlons, local cultural events.

- Full-time services including Police are under SES operational =

control for flood, storms and coastal erosion.  Full-time services also participate in all other activities listed above.

- No fees are charged for any services, but donations are welcomed from operators of commercial activities.

- All services provided by SES are obligations of either the State Government or local government.

NT
- VFB are predominantly fire fighters however are responded to road accidents to provide life support and safety while full time fire fighters arrive with rescue equipment.   FERG’s provide full RAR role.   No volunteers have breathing apparatus therefore they are limited to defensive structure fire fighting and a limited hazmat role.

- No fees are charged by the NTFRS for volunteer services as they are deemed as providing a public service.

QLD
Rural

- Volunteers provide services in rural fire management.  This includes both suppression and hazard mitigation.  Volunteers in some areas provide limited structural suppression i.e. defensive external structural firefighting.

A small number of volunteers are involved in a support role to permanent or auxiliary firefighters in the provision of road accident rescue services.

- There are no statutory charges attached to the services provided by volunteers.

Auxiliary

- Auxiliary Fire Protection officer support:- this non-paid position may undertake station, watch room and administrative duties, along with limited operation duties, i.e. Attending grass and bush fires but not structural fires.  

Auxiliary Support:- this non-paid volunteer position may undertake station, watch room and administrative duties.  This position will not be required to fight fires or attend other emergencies.

Urban Volunteer:- a new recruit (unpaid) in training and awaiting appointment to the position of Auxiliary Fire Projection officer.

SA ESAU
- The range of services that are delivered by volunteers include; fire suppression, fire prevention, storm mitigation, flood mitigation, motor vehicle rescue, search and rescue. - There is no paid staff to perform these duties, it is all done by volunteers. No fees are charged.

- The CFS is a government agency.

SA SES
- SES volunteers perform all the “operational” rescue and associated services provided by the organisation.  They are responsible for the administration of their local units – a small group of permanent staff (27 FTE’s) provide support, strategic direction and training to the volunteers.

- No fees charged for SES services

- Government obligation – protection of life and property in times of emergency

TASFS
- Same as paid work force.

- No.

TasSES
- Services include Road Accident Rescue, Search and Rescue/vertical Rescue, Storm and Flood response (lead combat authority), general rescue, driver reviver, and support for communications, headquarters/command centre manning, lighting, evacuation, public awareness, community relations.

- No fees are charged for the services provided however grant funding is received from the Motor Accident Insurance Board for the provision of    Road Accident Rescue (RAR) response.  Latest estimates indicate that these funds come well short in meeting maintenance/replacement costs of RAR equipment, which must be met by State or Local Govt funds, or more commonly by unit fund raising.

- Services provided are not specifically entrenched in legislation to be a community obligation of government.    Certainly, other non-government organisations are involved in emergency response (eg Volunteer Coastal    Patrol, Walking Clubs) albeit at our request.

VicSES
- Direct operational response to Storm, Flood, Road Accident Rescue and Earthquake.  Supporting operational response to other ESOs for Fire, Search (Land and Marine) and Rescue (Land and Marine).  First Aid support to ambulance personnel at accident scenes.

WA
- FRS and BFS:FRS and BFS volunteers provide the same suite of services as career firefighters, minus some of the more specialized tasks and activities (e.g. high angle rescue, etc).

- SES: Cyclone and flood response, cliff/cave rescue, road accident rescue (in specified areas), air search observation, land search and rescue, storm damage relief, tracker dog handling, mounted search, communications, management of the emergency coordination centre using computer systems.

- VMRS: Core business for the groups include Marine Incident Response (several of the government agencies also conduct limited search and rescue roles), Marine Radio Communications, Standby Vessel and Special Events and public education.  Some of the other services offered by the groups include Marine Radio licensing and accreditation and boating safety courses carried out by a variety of training providers.

- In most instances ‘yes’.  If the services provided by volunteers were withdrawn then we would anticipate local communities would demand that either State or local government replace the services.

Sector Summary for Answers to Question 3 and comments:

In most agencies, volunteers deliver the same range of services as career staff and auxiliary personnel.   But in some cases there are significant differences (eg flood guage reading by volunteers in NSWRFB  and coast guard activities by volunteers in WA FESA).    The degree of training required provided could be the deciding factor, as to volunteer involvement, as in the use of breathing apparatus in the NT.

Generally, agencies do not charge fees for the emergency services delivered.    Price is not a barrier to access to the services provided.   In other contexts (for example the health services sector), cost recovery is a component of government service provision.

Whereas in the past, particularly in the UK, protection of life and property was seen as the responsibility of the individual (and the his/her insurer), Australian States and Territories have generally followed the UK precedent (Westminster Parliament 1936) of accepting the protection of life and property as community service obligations of government.

In our society, there is an expectation that governments are responsible for the prevention and/or the mitigation of disasters and emergencies.   Thus, the protection of life and property and the mitigation of loss and injury are statutory duties of all of the FESS agencies.   In this respect, the services delivered by FESS volunteers are provided by the agencies to meet statutory government service obligations.

If volunteers were to become unable to deliver these services, most local communities would be turning to the state government (or to local government), to provide the services through some other means.

But because of the sparseness of the population or the distances between towns (settlements) over most of the country, it is beyond the reasonable financial capacity of the state or local governments to be able to deliver these services, without reliance on volunteers from within the local community to provide them.

The public expectation that governments will provided emergency services is the source of the equally strong expectation (based on widely-held egalitarian values), that governments will support volunteers who provide these services.     Recognition of the work of volunteers as worthy of being classed as charitable, is amongst this set of community expectations.

Question 4

· What is the source of funds for the services delivered by volunteers ?

· To what extent do volunteers raise the funds they use, from the communities served ? (eg none;  some;  the majority;  all).

· Is it economically feasible for your agency to deliver these services through a fully paid work force ? 

· Do gifts to your volunteer units qualify the donor for a tax deduction ?

· Is you agency (or its units) classified by the Taxation Commissioner as a Public Benevolent Institution or a charity at present ?
Individual Agency Responses to Question 4

ACT
- The ACT Government provides 100% of the funding to both volunteer organisations.

- Most brigades do some form of fundraising, this is to meet their costs for coffee/tea, Christmas parties, brigade awards to their members etc.

- It is not economically feasible to deliver the services required through paid members. We currently have 4.5 paid staff and several hundred volunteer members, a single incident could require the services of 30+ people, concurrent incidents would obviously require a far greater number, having equivalent numbers of paid staff would be very expensive.

- I don't know about the gifts being tax deductible, though as we are not registered as a charitable organisation I can only assume that any gifts are not tax deductible.

CFA
- Funds for running CFA as a central coordinating and policy body for the volunteer brigades are provided via an annual budget allocation through the Department of Justice.   These funds are used to cover the salaries for full time staff whose role it is to support volunteer brigades.   These monies also fund brigade equipment, infrastructure and training.   Some of these funds are used to develop the programs, which volunteers deliver.   However, without specific central financial support, volunteer members of brigades carry out the bulk of the service delivery role.

- The large majority of CFA’s volunteer brigades raise some of the funds needed by the brigade from the local community.    The establishment of brigade infrastructure is usually initiated by the brigade and subsidised by Headquarters through annual Treasury allocations.

- Although alternative models of service delivery (which employ a paid workforce) can be - proposed, it would not be economically feasible for the State to arrange for this to happen.   Any cost/benefit analysis shows this quite clearly.

- Gift deductibility
Yes

- PBI


Yes

NSWFB
- All NSWFB funding is obtained through State Treasury under the funding provisions contained in the Fire Brigades Act 1989.

- All necessary equipment and resources are provided by the Department however some volunteer (both categories) do raise funds for specific purposes, this could only be categorised; as none to some.

- No, smaller country cities and towns do not have enough capital or populations to warrant the employment of permanent full-time staff.

- No

- No

NSW RFS
- Donations, Local Government, State Government, Insurance companies

- Some

- No

- Yes,  In cases where the brigade is registered

- Yes

NSW SES
- Sources of Funds:

     a.  State Government.

     b.  Local Government.

     c.  Fundraising and donations.

- Virtually all SES units need to raise funds to continue to operate.

· Major requirements include:  contributing to cost of replacement vehicles, along with Councils and SES; day-to-day non-operational unit running costs; contributing to furniture and fittings for unit headquarters along with Councils and SES.

- The range of services provided could of course be provided by a paid workforce, but at enormous cost to government.  It would probably therefore be impractical to provide anything

like the level of service enjoyed by the community at a very low cost.

- Donations are tax deductible.

- NSW SES is a public Benevolent Institution and units are classed as charities under the State Charities Act.

NT
- Totally Govt funded through the NTFRS.

- However the VFB or FERG “Association Inc” may make $ arrangements with landowners to assist with prescribed burning on private land.   The Associations may also fund raise for their own purpose, usually social.

- The tyranny of distance between relatively small towns does not make it viable to replace volunteers with full timers. Further, volunteer units are predominantly bush fire fighters whom are operational primarily throughout the dry season, May to November.

- All are registered as charities.

QLD
- The majority of funding for services delivered by volunteers is raised from within the community.   A number of local governments collect levies (under local government legislation) and provide the funds to individual volunteer units.

- It is not economically feasible for the agency to provide the services provided by volunteers through a fully paid workforce.

- Gifts to volunteer units do qualify the donor for a tax deduction.

- Individual volunteer units are classified as Public Benevolent Institutions and clarification is currently being sought from the Australian Taxation Office as to the Agency’s status in this regard.

SAESAU
- The CFS’s source of funds is through the State Government Emergency Services Levy.

- It is not feasible to deliver this service through a fully paid workforce.

- CFS is not a PBI.

- Gifts currently are tax deductible.

SA SES
- Funds provided through a special Government levy (Emergency Services Levy Fund - levy on all properties in South Australia).

- It is not economically feasible to deliver these services through a fully paid workforce (for obvious reasons-5922 volunteers).

- Some funds are raised through local fund raising activities by Units (volunteers) to augment Levy funds.

- Gifts over $2.00 qualify for tax deduction.

- SES SA is currently classified as a PBI

TASFS
- The major sources or revenue are Land Owner Contributions, Motor Vehicle Levy and Insurance Contributions.

- Funds mainly raised for social functions and events.

- No.

- No.

- No.

TasSES
- Funding sources and tax deductibility Below are the various funding sources (financial and in-kind) to volunteer units.  Grants are generally administered through the State Emergency Service.  Some volunteer fund raising would also occur.  Donations to volunteer units used to be classified as tax deductible (as a public benevolent Institution), however enquiries with the tax office reveal that under the new taxation arrangements, this is no longer the case.  This is most unfortunate, as it has severely hampered what is considered as essential volunteer fundraising efforts.

- It would not be economically feasible to perform these services through a paid work force on the basis of the funding received from the sources below.

   Community donations

   Business sponsorship

   Local Government financial and in-kind support

   State Funding for Administrative, Training and Operational Support

   State Grants:

   - Motor Accident Insurance Board

   - Road Safety Task Force (Driver Reviver one-off grant)

   Commonwealth Grants:

   - Emergency Management Australia

VicSES
- Funds come from a range of sources.  State government, Commonwealth government. Local government and local fundraising.   If this includes the local government money; the majority.

- No

- Yes

- Yes, for the purposes of "Endorsement as a deductible gift recipient" and (pre-GST) for Sales Tax exemption.   For other benefits (eg FBT etc) we are not so considered.

- VicSES is not a PBI.

WA
- FRS and BFS:  FESA are charged for services delivered by volunteers.  Some local FRS and BFS Brigades may charge local residents and businesses for work they carry out on fire break clearing and burn-offs etc.  In these instances monies received go to the brigade (not the individual) to supplement brigade funding.
SES:  No, however SES Units accept donations be it financial or otherwise.

VMRS:  No

FRS volunteers are funded 100% by State Government for the provision of service relevant to the Fire Brigades Act 1942.  However, Brigades may receive revenue from other sources, including fund raising activities, donations and fee for service.

BFS Brigade volunteers are funded through grants and subsidies from various sources including the State Government and Local Government Authorities.  Funds are also supplemented through membership subscription, donations and fund raising activities.  At least 50% is raised from the local community by the Local Government fire service levy.

SES volunteers receive funding from the State Government, Local Government Authorities and the Commonwealth Government.  A minor component is raised by the community through fund raising activities and donations.

VMRS volunteers receive operational and capital grants from FESA, subscriptions from members, money from fund raising activities and donations.  Approximately 25% of funds are raised from the community.

- Capital expenditure is on a $ for $ basis, operational expenditure $ rebate varies dependant on core or non core business conducted, training is fully funded, counselling is available if required, compensation/legal cover is provided and fully funded, marketing support, policy and procedure development including follow up support for the groups as required.

- As the estimated cost of delivering the services through a fully paid workforce is in excess of $100 million, it is not considered economically feasible.

- All units have been endorsed as ‘Deductible Gift Recipients’ and ‘Income Tax Exempt Charities’ by the Australian Taxation Office.

- FESA is not classed as a Public Benevolent Institution and the Tax Commissioner has confirmed this.   As mentioned above, all units have been classed as charities as prescribed by the Income Tax Assessment Act 1937.

Sector Summary for Answers to Question 4 and comments:

Source of funding

The sources of funding for volunteers in the FESS are very varied, reflecting the different political histories of the agencies and their relationships with the insurance industry and local municipalities over time.    Levels of funding also reflect the priorities of governments as they come and go.    Although all FESS agencies derive part or all of their annual operating budgets through the budget process, at the brigade (volunteer) level, the degree of government funding varies from total (Tasmania and NT), through modest (NSWRFS and CFA) to sparse (QFRA).

Fund raising by volunteer brigades

In some agencies, volunteer brigades are provided with full support.    In others, the development of infrastructure is subsidised but some operational costs are not.    In some cases, brigades raise funds for operational purposes, while in other cases, fund raising is restricted to the social functions of the brigades.    Public fund raising within the community by FESS volunteer brigades is a recognised and widely accepted part of the social scene in Australia.

Alternative to volunteer involvement in service delivery

In no State of Territory is it considered economically feasible by the FESS agencies to replace the volunteer provision of services, with those provided by a paid work force.     The rates of asset utilisation and productivity of a paid work force in these situations are so low as to guarantee that no state Treasury department would condone such an inefficient use of funds.

Availability of tax concessions to FESS agencies

The degree to which FESS agencies benefit from tax concessions on account of their volunteers, varies within the States and Territories.    The treatment of the volunteer contribution is not consistent.   The reasons for the lack of consistency are difficult to pinpoint.

In no State are the employers of volunteers, (who release them to attend to emergencies during working hours), claiming the lost productivity as a gift to the FESS agency of to the local brigade, even in those cases where the agency enjoys “deductible gift recipient” status.

The awarding of “public benevolent institution” status to the FESS agencies is patchy.

Many agencies which use volunteers are not classified as charities.

Question 5

· What form of support is provided by the agency to volunteers ?  (eg all equipment,  training;  communication;  counselling;  compensation;  legal cover; other, etc).

Individual Agency Responses to Question 5

ACT
The purchase and maintenance of all equipment is undertaken at organisation expense, initial level training is provided by volunteers for volunteers, advanced level training is provided by staff or public organisations for the volunteers.   The organisation has engaged a third party provider for counselling services, this is available to the volunteers at no cost.    The volunteers are, for the purposes of compensation and legal cover, considered to be employees of the government.

CFA
All of the above.   Pressures on volunteerism resulting from changes in the structure of the Victorian economy, are making it harder for people to commit to being volunteers.    CFA is looking at ways to increase the levels and forms of support provided to volunteers to ensure that the volunteer system survives well into the future.

NSWFB
Retained firefighters are employed under a State award and are entitled to all benefits of permanent part-time employees.

Full volunteers are entitled to claim workers compensation provided they function within the standard operational guidelines for community fire units.

NSW RFS
Equipment supply, training, communications, counselling, compensation and legal cover

NSW SES
Support to Volunteers:

a.  All personal protective clothing, safety equipment and major equipment including operational communications equipment are provided.

b.  All operational costs are met.

c.  Councils are required by law to provide accommodation for local units.

d.  All training is provided.

e.  Volunteers are fully insured including their personal property and are covered by Worker's Compensation and have death cover.

f.  Legal protection is provided via the SES Act and if needed the Crown Solicitor.

g.  Volunteers have employment protection

h.  Counselling services are available

NT
Full support is provided.

QLD
Support provided by the agency to volunteers is:-

- Legal cover and Workcover;

Supply of personal protective equipment;

Supply of firefighting and communications equipment on a subsidised basis;

Grants to assist with the construction of fire stations;

Provision of administrative support including the payment of costs associated with the acquisition of land for fire stations.

Training; and 

Counselling;

SA ESAU
Full support is provided.

SA SES
Support provided to volunteers:

- Training

- Most equipment/vehicles supplied 

- Accommodation (local headquarters – similar to brigade stations) supplied

- System – ie operation  control, communication, financial etc

- Human Services – eg counselling, volunteer support, workers compensation etc.

- Legal – Crown Law to act for the Service and its members

TASFS
Total support – yes to all.

A small Unit subsidy ($3,500) for operational expenses which is normally matched $ for $ by local government.  One issue (red plate) vehicle per volunteer Unit.  Training support from regional staff, but concentrated on training volunteers to train other volunteers.  Equipment replacement program which, in many cases, is replacing equipment originally purchased from local fund raising

TasSES
- Equipment

- Training

-  Insurance

- Workers Compensation

- Counselling (equal opportunity, CISM, welfare issues)

VicSES
A small Unit subsidy ($3,500) for operational expenses which is normally matched $ for $ by local government.  One issue (red plate) vehicle per volunteer Unit.  Training support from regional staff, but concentrated on training volunteers to train other volunteers.  Equipment replacement program which, in many cases, is replacing equipment originally purchased from local fund raising.

WA
Support provided to volunteers by FESA includes:

- Training;

- Protective and general uniforms (including footwear);

- Telecommunication, plant and equipment;

- Emergency response vehicles;

- Insurance cover (personal accident, property, business interruption, travel, motor vehicle and general liability); and

- Counselling and peer support.

Sector Summary for Answers to Question 5 and comments:
Although in the FESS most volunteer brigades need to raise funds to supplement core levels of funding provided by agencies (because of agency budget constraints), nationally, personal support for volunteers is at a high level.    Co-operation between the agencies in the development and delivery of volunteer support programs is high.     Furthermore, the exchange of information between volunteer Associations through the “grapevine” in each state is good, so that information on comparability of the levels of support is available to most volunteers.

However, it is widely acknowledged in the agencies and the community at large, that, given the structural changes in the economy, volunteers will need even better levels of support if they are to retain interest in the FESS, as the avenue for their community service.    Giving of community service is easier in many other forums than the FESS, where the required effort (particularly in the time required for training), and the personal risks are much larger.

It is for this reason that FESS agencies need added support via official recognition of their charitable nature and the associated tax concessions.    Effectively, FESS agencies are in competition with other community organisations for volunteer commitment, time and effort.

Where public recognition and tax concessions are more easily obtained, corporations and individuals providing sponsorship or tax-exempt gifts are more readily drawn to contribute to organisations that offer this added attraction.

Given the nature of this competition, agencies in the FESS, which have an “obligate dependence” on volunteers, need to have a “level playing field” (with respect to their charitable status), on which to compete.

Question 6

· What links do most volunteers have ?; (eg agency, municipal, community, volunteer association, trade union ?).

· Do any of these links have a statutory basis ?

Individual Agency Responses to Question 6
ACT
There is a Volunteer Brigades Association and all volunteers from all brigades are members of this Association.  The Association occasionally (every 2 to 3 years or so) levies each brigade for their membership.   The Volunteer Brigades Association is not a statutory body.

CFA
Volunteer brigades have links as follows:

- Informally with the local communities they serve; (non-statutory)

- Formal links with CFA; (statutory)

- Formally with each municipality through the preparation on the Municipal Fire Prevention - Plan; (statutory)

- Formally with the relevant Volunteer Association; (s.100 of the CFA Act provides for the existence of Volunteer Associations)

- Some volunteer members are also associate members of the United Firefighters Union; (non-statutory)

NSWFB
- The N.S.W. Fire Brigades is an Inner Treasury State Government agency that provides its services under the provisions of the Fire Brigades Act 1989.  Retained firefighters also belong to trade union and associations.

- Community fire unit volunteers may belong to an association

NSW RFS
- Volunteer association

- No

NSW SES
- Volunteer Links:

a.  Units are based on local government areas and there are very strong community links which we encourage.

b.  Units have links with Councils which provide considerable support and which in turn receive considerable support.

c. Units have links with their Division (regional) HQ.

d. There is a Volunteer Association which has around 1000 members.

e.  Units have links with the other emergency services at local level via local emergency plans.

- Statutory Links:

a.  The links between units and their Division HQ are covered in the SES Act.

b.  The links with other emergency services at local level are generally through local rescue and emergency management committees and various emergency plans, particularly flood plans which have a statutory basis.

NT
Agency only, each VFB or FERG has it’s own individual non-statutory Association Inc.

QLD
The major links are with the QFRA Rural Fire Service (which is a statutory link), the Rural Fire Brigades Association of Queensland Incorporated (which is funded by way of a grant from the QFRA Rural Fire Service but is not a statutory requirement).   Individual units have varying degrees of linkage with local government and other community groups and organisations, none of which are statutory.

SA ESAU
The link to the volunteers is through the 1989 Country Fires Act and Regulations, which includes a volunteer association which all volunteers are currently a member.

SA SES
Linkages – All SES volunteers are registered members of the Service pursuant to the State Emergency Service Act and Regulations – Permanent staff are Public Sector Employees.(SES members have formed a volunteer association and maintain links with their local communities

TASFS
Yes.  Associations are recognised by the Fire Service Act 1979 and both the Volunteer and Retained Associations are members of the State Fire Commission.

TasSES
Most volunteer units are municipal based with financial and in-kind support provided through and by the State Emergency Service.  Other units (Search and Rescue, Regional Headquarters Units) are agency based.

VicSES
Under the Victoria State Emergency Service Act 1987 the volunteers and their Units are tied to the organisation.  They also have strong links with local government which, in the majority of cases, supplies them with accommodation.  However, there are no statutory links to local government.  The volunteers have VESA which is the Volunteer Emergency Services Association.

WA
Links of volunteers are as follows:

1. FRS volunteers – Volunteer Fire and Rescue Association and FESA.

2. BFS volunteers – Volunteer Bush Fire Association and Local Government Authorities.

3. SES volunteers – State Emergency Service Association, Local Government Authorities and FESA.

4. 
VMRS volunteers – Marine Rescue Associations and FESA.

Sector Summary for Answers to Question 6 and comments:
Consistently across the FESS agencies, volunteers have links with their supporting agencies and with their Associations, with the local municipality and in some cases with an industry union.    In all states, the agency links have a statutory basis, whereas the Association link is by way of voluntary fee-based membership.   Links with the local municipality is also non-statutory in most cases.

It seems that the statutory basis of the links with agencies is the main reason why volunteer brigades in the FESS and the FESS agencies themselves, fail to qualify for classification as charitable.    The statutory link is the basis for the judgement of non-independence from government of volunteers and FESS organisations.

It is worth examining the origins of government control of volunteers in the FESS in order to understand why it has a statutory basis.   This explanation is provided in the commentary to questions in the next section.

Question 7

· To what degree are volunteers under Government control ?  (eg policy, agency management, service mix, service delivery standards, code of conduct, standing orders etc and to what extent do volunteers act on their own initiative or in response to daily community needs as they arise ?).

· Can volunteers form a unit without specific statutory approval ?
Individual Agency Responses to Question 7

ACT
- The organisation is responsible for writing and implementing policy and practices that all volunteers are obliged to abide by.   We have operations and management manuals, Standard Operating Procedures, codes of conduct etc.

- The volunteers are encouraged to participate in the drafting and review of these documents. Volunteers cannot form a Unit without specific approval, the Director is charged with the responsibility of forming Units.

CFA
CFA volunteers are under statutory government control in the following areas:

- Occupational health and safety; (statutory)

- Workers compensation; (statutory)

- Registration; (statutory)

- Liability cover; (statutory)

- Service range; (statutory and agency policy)

- Service standards; (agency policy)

- Fund-raising; (statutory)

- Volunteers cannot form brigades without the approval of CFA

NSWFB
- Retained firefighters, as for permanent part-time employees are subject to all relevant previous that apply to similar employees.

- Community fire unit volunteers function under standard operational guidelines.

- No

NSW RFS
- Policy, service mix, service delivery standards, code of conduct, standing orders.  Volunteers frequently act on their own intuition

- No

NSW SES
Government Control:

a.  SES is a Government Department which has its own Act and is required to operate in accordance with the State Emergency and Rescue Management Act.

b.  SES provides policy guidance via an Operations Manual, a Controllers' Handbook and SES, like all other emergency services, has roles in most emergencies.   These roles are stated in emergency plans at various levels.

c.  Accredited Rescue Units for road and vertical rescue are subject to overall control of the State Rescue Board.

d.  SES has its own Code of Conduct, which was developed in consultation with the volunteers.

e.  SES units are authorised to respond to daily community needs as they arise without further reference.

f.  No SES Unit can be raised without the approval of the Director General of SES.

g.  It is illegal in NSW to raise any form of rescue unit without accreditation from the State Rescue Board.

NT
Totally Govt. - VFB and FERGS must be gazetted by the Minister for Police, Fire and Emergency Services.

QLD
- Volunteer Rural Fire Brigades operate within the broad policy framework of QFRA and the volunteer association has agreed to the adoption of a code of conduct.

- Brigades operate in accordance with a set of guidelines including operational guidelines.

- Rural Fire Brigades are largely self-managing and each unit operates in accordance with a constitution.

- Brigades act to a high degree on their own initiative in response to daily community needs as they arise.

- A rural fire brigade cannot be formed except with the specific approval of the Chief Commissioner, or his delegate, in accordance with the Fire and Rescue Authority Act (1990).

SA ESAU
The CFS is an independent Statutory Authority.    Volunteers cannot form a unit without CFS Board approval.

SA SES
Government Control:

- Agency management (SES Act & Regs.)

- Service code of conduct

- Service standing orders

- Volunteers would not be able to form a SES Unit without statutory approval.

TASFS
- Volunteers are required to comply with the policies of the State Fire Commission and procedures of the Tasmania Fire Service.

- Volunteers are free to act on their own initiative providing they follow approved policies and procedures.

- No. The State Fire Commission is the approving authority for the establishment of volunteer brigades.

TasSES
Volunteers themselves are not under direct government control.  Although Volunteer Units are established by Local Councils under the Emergency Services Act 1976, a mix of control exists between the Councils and the State Emergency Service.  Volunteers receive training in the conduct of their duties as if they were employees, however are otherwise autonomous in the response to community needs.

VicSES
- The volunteers are under the control of the "Director" because of the statutory requirements of the VICSES Act.  This covers their actions, standards, code of conduct and standing orders.

- Their operational response is self-initiated to prescribed parameters.

- No

WA
- FRS and BFS:   FRS volunteers are the responsibility of FESA (i.e. State Government controlled).   FRS training, appliance and equipment standards are all determined by FESA and brigades are required to comply with these standards.   Many of these standards and codes of conduct have a legislative basis.   Nevertheless, volunteers can and do act on their own initiative in response to community needs.

- BFS volunteers are primarily the responsibility of Local Governments.  The standards and practices of Local Governments vary enormously from being almost non-existent to closely matching those for FRS Brigades.  BFS volunteers are highly focused (in general terms) on their local communities and are usually unwilling to accept what they see as ‘bureaucratic’ intervention.

- SES:    There is currently no legislation in place which recognises the SES, although the Fire and Emergency Services Authority of Western Australia Act 1998 is currently being amended to reverse this situation.

When volunteers join the SES they must agree to abide by the rules and regulations set out by FESA.  However, while ensuring the rules and regulations are met, the Units also demonstrate a high degree of autonomy.  For instance, while the Units must meet agreed training standards, the manner is which they meet the standards is a local decision.

Many SES Units are incorporated and, as such, abide by a Constitution.  The approval process for the Constitution ensures its provisions do not conflict with FESA policy or legislation.

SES Units are established primarily by the local government authority in partnership with FESA.  The local government and FESA appoint a Local manager of the unit and the Manager is empowered to exercise a high degree of autonomy to ensure the smooth running of the unit.  The degree of autonomy exercised by the unit diminishes as the degree of severity of the emergency incident increases.

- VMRS:   There is currently no legislation in place which recognises the VMRS, although the Fire and Emergency Services Authority of Western Australia Act 1998 is currently being amended to reverse this situation.

All VMRS Groups are incorporated bodies in their own right and are capable of acting on community needs as identified, however there is a fair degree of Government control over the groups operations.

The majority of the group’s core business (Marine Incident Response) is conducted working with the relevant Hazard Management Authority (Water Police).

The Standard Operating Procedures were developed with VMRS groups and FESA VMRS.  The Standard Operating Procedures outline the policies for capital and operational funding, including accountability standards for the group in the use of public funds.  The Operating Procedures also outline the standards for service delivery, training and accreditation.

FRS volunteer brigades – Require approval under the Fire Brigades Act 1942.

BFS volunteer brigades – Require approval under the Local Government Act 1995.

SES volunteer units – At the moment statutory approval is not required, although the Fire and Emergency Services Authority of Western Australia Act 1998 is currently being amended to ensure such approval is made mandatory.

VMRS volunteer groups – At the moment statutory approval is not required, although the Fire and Emergency Services Authority of Western Australia Act 1998 is currently being amended to ensure such approval is made mandatory. 

Sector Summary for Answers to Question 7 and comments:

The arrangements for the control of brigades and their volunteers appear to be fairly uniform between the States and Territories.    This is hardly surprising given the common British legal framework in which they operate.     The sanctity of life and property in our society places heavy emphasis on their protection and on the systems that are designed to provide this protection.    Parallel state statutory provisions and case law provide the common framework.

The need for control of volunteers by governments has its origins in the history of volunteer brigades and early arrangements for coordination.   The reasons were obvious

In Australia, fire brigades had their origins during the days of the gold rushes.   In all cases, they were either voluntary mutual associations operating at the local level, or groups of people employed by an insurance company to protect the property of the insured in the event of fire.    Both models of organisation appear to have been adapted from the USA models, although fire brigades organised by insurance companies also existed in the UK at that time.

Municipal involvement in the running of fire brigades gradually evolved as part of the suite of activities which later came to characterise the suite of municipal services, with the emphasis of these services on local amenity (broadly defined).    The maintenance of local amenity is the reason why municipalities are today involved in emergency coordination and management at the local level.

The need for control of volunteers by governments has its origins in the history of volunteer brigades and their needs.   In retrospect, the reasons were obvious.

Brigades needed the right conditions and the right equipment in order to be effective.   These needs included:

· Authorisation of public fund raising for the purchase of equipment and/or the compensation of firefighters (and their families) for death and injury

· Legal protection from prosecution over trespass, claims for damages and claims of negligence

· Access to powers of the chief officer during emergencies

· Effective coordination during major emergency incidents

These requirements could only be met by the enactment of specific state legislation.

However, it was recognised both within government and by volunteers that such forms of legal protection needed to be limited to brigades performing authorised activity.

The passage of the necessary legislation by each state was piece-meal and emerged over time as the needs within each state were recognised.   States borrowed statutes from one another and adapted or supplemented the borrowed statutory provisions to suit local conditions and politics.

But despite the diversity, the common nature of the problems led to convergent solutions.   In every case, there is a clear trade-off between the giving of statutory protection and the degree of control accepted by volunteers.    In every case, there has been dissatisfaction expressed by volunteers over the sacrifice of their independence.    

The trade-offs are summarised in the table below:

Needs of volunteer brigades
Form of control by government

Funding of purchase of equipment and 
Control of public fund raising

Equipment standards



Compensation for death and injury
Compliance with occupational health and safety statutes

Legal protection from prosecution
Quarantine of immunity powers through registration of brigades and members

Specification of approved activities

Access to powers of the ‘chief officer’ during emergencies
Regulation and control of delegation of powers

Need for coordination during major emergency incidents
Centralised command and control

Representation and voice on Boards and significant committees
Statutory duties of directors

Independence of volunteers from government
Statutory recognition of volunteers, brigades and Associations

Local democratic election of brigade officers

The history of volunteer fire brigades records the tensions that were created between volunteer brigades amongst themselves and with state governments, over the resulting loss of independence, consequent on the passage of the legislation that provided immunity and facilitated cooperation between brigades.

The trade-offs between volunteers and state governments were over the sacrifice by volunteers of their independence and acceptance of agency control of brigades (and volunteers), in exchange for access to the use of the statutory “powers of the chief officer” and the guarantee of immunity of volunteers when providing authorised services.    Volunteers were also thereby guaranteed a presence on the governing boards or management committees of these FESS agencies.     Of logical necessity, the states were required under these arrangements to identify in legislation which class of services brigades were authorised to deliver.    The inclusion of the list of services in the legislation is the reason why these services are now considered to be government “community service obligations”.   In effect, the control that governments have over volunteers is the result of these trade-offs.

The monopoly power of FESS agencies gives rise to externalities, which require other rectifying government interventions.     As governments are concerned with the equity with which their services are provided, some of these interventions reinforce the notion that volunteers are under the control of agency staff, and thus subject to political policy.

In this respect, volunteers serving in the FESS agencies are uniquely different to volunteers in the much larger health, community services or educational sectors where quasi-government services are being delivered by volunteers, also as part of government safety net “community service obligations”.

Furthermore, it is for this reason that the use of the “government control” criterion, when judging the eligibility of the FESS agencies (which use volunteers), for classification as charitable, needs to be done on a different basis.    Case law on this subtle difference apparently does not exist.

Question 8

· What tax concessions (if any) do volunteers get ?

· Do employers of volunteers get any tax concessions or other benefits to compensate for lost productivity ?
Individual Agency Responses to Question 8

ACT
-There are no concessions for our volunteers, nor are there any for their employers.

-There is no compensation for loss of productivity resulting from an employee undertaking their volunteer duties.

CFA
- CFA volunteers do not get any tax concessions on account of being volunteers

- Employers of CFA volunteers do not get any tax concessions, (although the lost productivity experienced by them when volunteers are released during work hours, would qualify for gift deductibility under existing tax rules).

- Donations to brigades or to CFA attract tax concessions for the donor under the gift deductibility rules of the ATO;

- Donations to brigades or to CFA attract tax concessions for the donor under the gift deductibility rules of the ATO;

- As an organisation, CFA enjoys PBI status

NSWFB
- Nil

- No

NSW RFS
- Exemption under the Charitable Collation and Agents Act when approved

- No

NSW SES
- SES volunteers receive no tax concessions and neither do their employers.

- I restate my contention that all emergency service and emergency related organisations must be integrated into the state's emergency management system if they are to be effective.  Therefore they must be under government control.

- I believe that the use of the criterion of government control is quite inappropriate in the context of determining which organisations should be given charitable status.  Australia's volunteer emergency services are quite unique and the loss of charitable status would go a long way towards destroying them as most must raise funds.

NT
- No tax concessions for volunteers or their employers

QLD
- Volunteers receive no tax concessions other than those available as donors of gifts to volunteer units.

- Employers of volunteers receive no tax concessions or other benefits to compensate for lost productivity.

SA ESAU
Nil

SA SES
- Tax concession –

- Members – nil

- Capital and minor Equipment/Services etc are tax exempt if purchased for the Service

- Employers of volunteers get no concession or benefit to compensation for lost productivity

TASFS
- Nil.

- Generally no, however, the State Fire Commission will reimburse volunteers for lost wages on a case by case basis.

TasSES
- Volunteers receive deductions for items of SES uniform purchased by them, however, no other taxation concession is provided.

- Employers receive no compensation for lost productivity.

VicSES
- None

- No

WA FESA
- Tax exemptions

1. Exempt from income tax;

2. Exempt from Fringe Benefits Tax;

3. Exempt from Capital Gains Tax;

4. Exempt from Pay as You Go Tax;

5. Exempt from Financial Institution Duty;

6. Exempt from BAD Tax; and 

7. Exempt from Stamp Duty.

-Units are not exempt from the Goods and Services Tax.
- No

Sector Summary for Answers to Question 8 and comments:

The distribution of benefits from classification as charitable are unevenly spread between FESS agencies which use volunteers.

Tax relief for FESS agencies is necessary to enable agencies with volunteers to stretch their budget allocations further, particularly where volunteers need to raise a portion of the funds they use, from the local community.    Similarly, support to volunteers through the public donation of gifts and assistance needs to be encouraged through the tax deductibility of these gifts.

Employers of volunteers who release then to perform community service (and thereby loose productivity) are not yet recognised as donors of gifts that warrant tax deductibility.

A sliding scale for the allocation of benefits is proposed below.


Classification status


Type of workforce
Charitable
PBI *
DGR #
Scaling factors applied

- Full permanent


X
X
X
No concessions appropriate

- Retained

- Full permanent
X
X
(
- GDR for support to employers of Retained staff

- Volunteer (less than 20 % of labour input)

- Retained

- Full permanent
(
(
(
- Charitable

- DGR for all gifts

- PBI for funds spent on training

- Volunteer (greater than 50 % of labour input)

- Retained

- Full permanent
(
(
(
- Charitable

- DGR for all gifts

- Full PBI

* = Public Benevolent Institution      # = Deductible gift recipient

Australasian Fire Authorities Council

1013 Whitehorse Rd

Box Hill   Victoria   3128
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APPENDIX 2

AN INVITED SUBMISSION TO THE CHARITIES DEFINITION INQUIRY

FROM THE AUSTRALASIAN FIRE AUTHORITIES COUNCIL


THE  APPLICATION  OF  MODERN  CLASSIFICATION  THEORY  AND  PRACTICE TO  THE  DEFINITION  OF  CHARITABLE  ORGANISATIONS

Introduction

Many of the submissions to the Charities Definition Inquiry
 (CDI) point to the complexity of the task of evaluating the character of an organisation for the purpose of judging its eligibility for classification as charitable and thus, of concessional treatment by the Australian Taxation Office (ATO) or State Treasury Departments.

The purpose of this paper is to discuss the use of modern methods of classification that may assist the CDI and the ATO (and others) in considering these matters in a more comprehensive and robust manner.    The application of the methods described below to the classification of charitable organisations, has the potential to reduce the number of decisions made by the courts and the ATO that appear to be inconsistent and anomalous.   Furthermore, the use of these methods could also reduce the complexity of administering the concessional system under which charities operate.

Background

While many of the administrative decisions that relate to the classification of organisations as charitable are based on case law
, the commonwealth and State tax systems do not operate in isolation, and Governments can and do choose to use the tax system as a means of progressing social, economic, industry and other policy objectives.
    Although the courts and senior administrators are used to dealing with many interacting facts in deciding on issues before them, in cases dealing with charities, dependence by the courts on the ‘four heads of charity’ identified by Lord McNaghten
, have in many cases, reduced the scope of the legal considerations to matters hinging on a single characteristic or attribute of an organisation.

This is not surprising given the use of deductive logic by the courts and the consequential ability to decide whether an applicant organisation possessed a particular charitable characteristic or not.    The courts decided whether the requisite eligibility characteristic was present or absent, on the basis of facts and arguments put to them.

Use of this form of logic appears to be related to the Linnean system of classification commonly in use in western cultures since the ‘renaissance’.    In essence, the biological system of classification developed by Linnaeus was based on the presence or absence of particular characteristics.    In this system, each defining character of a plant or animal is considered sequentially during the classification process.    The development and use of binary (presence/absence) keys to aid taxonomic work among biologists had widespread influence on western patterns of thought.    Presence/absence (black/white) ways of thinking became commonplace and part of the subconscious mind.   And while the logical processes used by the courts were not typified by these methods, they were, no doubt, influenced by them.

As the inadequacies of presence/absence classification became apparent to biologists and others, the need for methods to deal with many characteristics simultaneously, became the subject of inquiry.   The analysis of multiple variables emerged progressively in biology through the application of statistical techniques, such as multiple variate analysis, which were co-evolving at the time.

These theoretical developments in taxonomy have matured over the past 30 years, particularly in Australia, with the aid of CSIRO’s Divisions of Plant Industry, Wildlife Ecology and Mathematical Statistics
.   They are now widespread in application. (See Bibliography and Notes below).   It is suggested that these methods could be used to assist in the practical classification of charitable organisations.

The proposition

The proposition on which this paper is based, is that if a method of classification is used which establishes discrete classes which can be readily recognised with a high degree of reliability, then the processes associated with assessing of organisations seeking charitable status can be much simplified and used to deliver consistent, objectively-based results.   It is proposed that such methods are worthy of further consideration by the CDI and the ATO.

For the purposes of this discussion, the Linnean methods of classification and the more modern can be contrasted as follows in Table 1.

Table 1.   Features of two approaches to classification

Approach
Traditional - Linnean
Modern – CSIRO’s “Patn”

Characteristics
· Single attributes considered sequentially

· Based on the observed differences between entities

· Generally qualitative data used

· Weighting of attribute not usually accommodated

· Results influenced by sequence in which attributes considered

· Rules fairly subjective

· Monothetic, divisive system of classification


· Many attributes considered simultaneously

· Base on similarity between entities and groups of entities on basis of shared attributes

· Generally quantitative data used

· Weighting of attribute allowed

· Sequence in which attributes considered does not influence the results

· Rules much more robust and quantitative

· Polythetic, agglomerative system of classification



Products
· Progressively the population is split into larger numbers of unique groups (finally unique individuals)

· Relationships between individuals not explicit

· Useful in hypothesis testing

· Anomalies in classification fairly common

· Two-dimensional in space


· Progressively individuals are grouped into clusters with larger numbers of shared attributes

· Relationships between groups can be described quantitatively

· Useful in hypothesis generation

· Results of classification consistent and repeatable

· Multi-dimensional in space



Outputs from polythetic, agglomerative classification

The outputs from these methods of classification can be represented graphically in dendograms (tree diagrams) which show relationships between classes and individuals.    In essence, the method compares each entity with every other entity to discover which two items are most similar.   These two entities are ‘fused’ to produce a new ‘individual’.    The process is repeated (as many times as necessary), until all the entities are fused into a single unit.   The dendogram is produced by plotting the relative similarity of entities being fused in a two dimensional space, or a multi dimensional space if necessary.   The characteristic(s) or attributes which are responsible for the progressive fusion of entities and groups can be identified.    The figure below shows a typical dendogram.

Figure 1.   A typical dendogram of relationships developed through use of multi-factor classification.
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Explanatory notes:  The 8 entities which make up group A, the 15 in group B and the 20 in group C, are readily recognised.   The 2 entities in A’ are more closely related to the elements of group A than to those in the rest of group B.   Within group B the two individuals in sub-group B’ are the least like those in groups A or A’.   Entity D is an outlier with no links to elements in groups B or C, although closer to group C than group B.

Difficulties in the past

The inconsistencies arising from the interpretation and application of case law in the past can be traced back, in some key cases, to the identification of subtle, single-factor differences between organisations (with arguments often based on analogy).   Different outcomes could have been obtained from the courts if the core purposes and activities in which the organisation engaged were considered together in a holistic assessment.

Although a candidate organisation may have possessed a number of positive attributes, these were rendered ineffective through the court’s decision, because of the presence of a single characteristic considered to disqualify the candidate organisation.   It seems that many worthwhile applicants for registration as charitable organisations appear to have been rejected because of a single attribute considered to disqualify the organisation (eg some activity, degree of government control; form of funding, structure, etc).   Thus, although many factors may have been considered, finally the decision on eligibility turned on a single factor.   Reliance on a single character was often the source of inconsistency, given the different treatments by courts or administrators when focusing on a single or a few definitive characteristics in sequence.   The outcomes in each case appear to have depended on the particular features of each case, rather than on robust comparison of all relevant features of the organisation, taken together.

Inconsistencies of this type could be minimised or avoided by buffering the decision-making processes through the use of multivariate analysis, where the outcome does not turn on a single criterion.   These types of decisions are inherently more robust and credible with the public.

Many of the factors which courts and administrators must consider are spectral in nature, (that is they can lie anywhere along a gradient, or be one of a number of possibilities).    To aid in classification of organisations, it has been proposed
 that the location of an organisation with respect to three principal axes should be used, to describe the entity’s characteristics with respect to a commercial classification based on property rights.   A similar approach could apply to a number of other characteristics, such as those described in Table 2 below.

Table 2.   Typical factors which could be considered in assessing the charitable status of an organisation.  (This list is illustrative only, not exhaustive.   More characteristics can be added).

Relevant Characteristics
Range of Expression (examples only)

Sector

Statutory status of the organisation

Structure

Degree of government control

Nature of constitution

Principal purpose of organisation

Other purposes

Services delivered

Competitive position

Service standards

Level of service performance

Outcomes produced

Size of budget

Source of funds

Degree of financial independence

Nature of other resource inputs

Visibility

Degree of public accountability

Publication of an audited annual report

Nature of public benefit provided

Target group(s) served

Number of clients served

Active membership


health, family services, education, emergency relief, art & culture

incorporated, unincorporated, trust, association

single entity,

direct ministerial, statutory authority, indirect, not controlled

published and available, in existence, none

altruistic, self help, lobby, partisan political

direct relief, indirect, other(s)

monopoly, minor competition, open competition in market

recognised as leader in field, standards published, undefined

externally audited/published, benchmarked, info captured, none

undefined; 

< $1000;  <$10,000;  < $100,000;  < $1,000,000;  <$10,000 etc

dept allocation, grant, commercial profit, gifts, trust, member fees

fully independent, secure, marginally viable, non-viable

volunteer labour, use of equipment, access to land

recognised nationally, known within state, known locally, unknown

none, some, rich, full

Y/N

growing social capital, maintaining, not contributing to

Whole community, disadvantaged group, needy individuals, 

<100;  < 1000;  <10,000;  < 100,000;  < 1,000,000

<100;  < 1000;  <10,000;  < 100,000;  



Prof. Neath’s suggestion links logically with the proposal being made in this paper and also with the questions set out in the Issues Paper prepared by the CDI
, which advocates a multi-factors approach.   Of particular advantage would be the possibility of considering both the purposes and the activities of organisations as proposed by the ATO
.

A multi-factor approach could be used to combine many of the factors shown in Table 2, in a single system for evaluating an organisation’s eligibility for gaining, maintaining or upgrading its charitable status (or for ATO rejecting an application), on sound, demonstrable grounds.

Use of multi-component classification in developing a new definition

Many submissions have argued that the existing definitions are outdated and deficient and are in need of modernising
.    Submissions from some of the States make the point that the new definition needs to take account of existing definitions in state statutes and how definitions are used in practice by the courts and administrators
.   Other submissions argue for the development of a broad, more inclusive definition, which will accommodate the new suite of advocacy, prevention and self-help organisations, now being seen by the community at large as worthy of being characterised as charitable
.   Still others have noted the requirement to tighten the definition to ensure the integrity of the national taxation system
.

It will be difficult to meet all these expectations.   However, one way in which this could be done is to develop a broad, inclusive definition and to use multi-component classification as the basis for applying the definition to various groups of organisations, on the basis of the desirable charitable characteristics which they share.   By definition, the cohorts in a group share the same characteristics.    A sliding scale could be developed as the basis for determining the benefits to be made available to various classes.    This could be shown to be transparent and defensible, as the reasons for the grouping of the organisation are explicit within the classification hierarchy.

The benefits associated with recognition could be linked to the place (spatial location) of the organisation in the hierarchy of resulting multi-component classification.   Organisations that share a large suite of desirable characteristics could be awarded the same level of concessional benefits.   Those showing fewer desirable characteristics would be awarded fewer concessions.    The system would be easy to administer and changes in policy less difficult to evaluate and implement.

Another significant advantage of this approach is that by classifying all organisations which are currently the recipients of benefits on the basis of benefits received and ‘super-imposing’ the ‘benefits classification’ over the ‘characteristics classification’, the mis-matches (current inconsistencies in benefits received), would be relatively easy to spot.    This would assist the ATO to make adjustments (either up or down) on the basis of evidence.   Changes in the nature of the organisation’s purpose, mix of services delivered, means of fund raising, distribution of benefits etc. would be capable of being built into the assessments.    As well, information of this type would assist ATO and State Treasuries to better target particular areas of priority, as well as ensuring that the funds allocated (through tax and other concessions), were being employed in the most efficient way.

Disputes over classification would be relatively easy to resolve, as the onus on properly describing the organisation, with respect to a number of characteristics, would rest with the organisation, not the ATO.    As the group to which an organisation belongs, is decided by a number of characteristics, it would reduce the degree to which a small change in an organisation’s characterisation of itself would change its group location.

It would also resolve the difficulties and inconsistencies between Commonwealth and State statutory provisions and other classification systems currently in use.

The way forward

In their submissions, the States have made a strong case for the establishment of a national committee to oversee the development of a new definition and the manner of its implementation
.   It is likely that such a committee would take some months to develop revised statutory arrangements that are consistent across State and Commonwealth jurisdictions and for the necessary amending legislation.   During this time, the application of multivariate (polythetic, agglomerative) methods to the classification of organisations seeking charitable and tax exempt status could be developed and refined.

Any of a number of university departments, firms carrying out biological survey work or Divisions of CSIRO (or a consortium), could be commissioned to compile the databases and conduct the analytical work.

Once produced, the separate classification of organisations and the classification of benefits currently granted, could be used to identify anomalies in existing classifications and taxation treatments among organisations listed by the ATO or the CDI.

Should this proposal be considered worthwhile, AFAC would be willing to further contribute to this work.
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Illustrative applications of multi variate methods

Any empirically grounded discipline has need on occasion to use various types of multivariate techniques.    Indeed, in some fields like psychometrics and survey research, multivariate analysis represents the methodological cornerstone.

Although multivariate analysis can be, and has been, used in the physical and life sciences, increasing applications are being made in the behavioural and administrative sciences.    Even at that, the view is a broad one, as the following list of behavioural and administrative examples illustrate.

Example 1.   Two economists, Quandt and Baumol (1966), were interested in predicting the demand for alternative modes of travel between various pairs of cities.   They developed a characterization of each mode of travel (e.g., airplane, train, bus, private car) as a service profile varying in levels of cost, departure frequency, convenience to the traveller, speed, and so on.    A travel-demand forecasting model for each mode was then prepared which utilized a linear function of the logarithms of service profile levels.    Traffic volumes, involving sixteen different city pairs, were available for each of the above-mentioned modes to serve as criterion variables.   The parameters of their demand forecasting model were estimated by multiple regression.

Example 2.   A group of psychologists, Rorer et al. (1967), were concerned with the modelling of clinical judgment and, in particular, how subjects combined various information cues into an overall judgment.   The subjects of their experiment were small groups of physicians, nurses, psychologists, and social workers.   The judgment to be made concerned the subject's probability of granting a weekend pass to each of 128 (presumed real) patients.   Each "patient" was described according to a six-component profile, involving such characteristics as (a) whether he had a drinking problem; (b) whether he had abused privileges in the past; (c) whether his personal appearance was neat, and so on.   The patient was described simply as to whether he displayed the characteristic or not.

The six characteristics used by the researchers were formulated in a design of all possible combinations, and two replications were made up of each combination, leading to a total of 128 that were presented (in random order) to each subject.   An analysis was made of each subject's response data separately, using an analysis of variance model applicable to a full factorial design.   The researchers found evidence that subjects used cues interactively in arriving at an overall judgment.   The relative importance of these interactions was measured as well as the separate main-effect contributions to the overall judgment regarding the subjective probability of granting a pass.

Example 3.   A political scientist, R. J. Rummel (1970), was interested in a cross-national comparison of some 82 different countries, measured according to 230 characteristics.   In particular, he wished to see what underlying factors or dimensions might account for various observed relationships across such characteristics as the nations' trade leveIs, memberships in international organizations, production of various commodities, and so on.

A variety of factor analyses and cluster analyses were performed on the data, leading to a set of underlying dimensions, identified principally as the nation's political orientation, economic development, and degree of foreign conflict.

Two mathematical psychologists, Wish and Carroll (1973), were also interested in national similarities and differences but, in this case, as subjectively perceived by U.S. and foreign students.    Their methodology emphasized multidimensional scaling and, in particular, individual differences models of perception.    They found that different subjects gave different importances to perceptual dimensions, depending upon the subject's attitude toward U.S. involvement in the Vietnam conflict.

Example 4.   Two educational psychologists, Cooley and Lohnes (1971), were engaged in a massive sampling survey, called Project TALENT , involving measurement on a large number of personality and ability variables of a representative sample of American high school students.   The purpose of the study was to examine interrelationships among these variables and various environmental variables in order to predict the students' motivations involving subsequent career and higher education activities.

A variety of multivariate techniques were employed in the analysis of these data.   For example, one analysis used canonical correlation to examine the association between a set of eleven ability-type factors (e.g., verbal knowledge, mathematics, visual reasoning) and a set of eleven factors dealing with career motives (e.g., interest in science, interest in business).   In this case the canonical correlation followed a preliminary factor analysis of each separate battery of variables.

Example 5.   A group of survey researchers, Morgan, Sirageldin and Baerwaldt (1965) were engaged in a large scale survey in which the criterion variable of interest was hours spent on do-it-yourself activities by heads of families and their spouses.   A sample size of 2214 households provided the data, and the predictor variables included a large number of demographic characteristics.

Not surprisingly the authors found that marital status was the most important predictor variable. Single men and women spent relatively little time on do-it-yourself activities.    On the other hand, married couples with large families who had higher-than-average education, lived in single-family structures in rural areas, with youngest children two and eight years, devoted a large amount of time to do-it-yourself activities. researchers used a multivariate technique, known as Automatic Interaction Detection to develop a sequential branching of groups.   At each stage the program selects a predictor variable that accounts for the most variation in the criterion variable and splits the sample into two subgroups, according to their values on that predictor variable.    The result is a sequential branching "tree" of groups that are most homogeneous with regard to the criterion variable of interest.

Example 6.   A group of management scientists, Haynes, Komar, and Byrd (1973), were interested in the comparative performance of three heuristic rules that had been proposed for sequencing production jobs that incur setup changes.    The objective of each of the rules was to minimize machine downtime over the whole production sequence.    For example, Rule 1 involved selecting as the next job that one which has the least setup time relative to the job last completed, of all jobs yet unassigned.    The researchers were interested in how the competing heuristics would perform under variations in setup time distributions and total number of jobs to be sequenced.   The researchers set up an experimental design in which application of the three rules was simulated in a computer under different sets of distribution times and numbers of jobs.   The factorial design employed by the authors to test the behaviour of the rules was then analysed by analysis of variance procedures.   The experiment indicated that a composite of the three heuristics might perform better than any of the three rules taken singly.

Example 7.    Two marketing researchers, Perry and Hamm (1969), believed that consumers might ascribe higher importance to personal sources (in the selection of products involving high socio-economic risk) than to impersonal sources of product information.   They set up an experiment in which consumers rated a set of 25 products on degree of perceived social risk and degree of economic risk.    Each respondent was also asked to rate the significance of various sources of influence (e.g., advertisements, Consumer's Reports, a friend's recommendations) on one's choice of brand within each product class.

The authors used canonical correlation to relate the two sets of measures.    They found that the higher the risk, particularly the social risk, the greater the perceived importance of personal influence on brand choice.    The authors concluded that in the advertising of high-risk products (e.g., colour TV, automobiles, sports jackets), advertisers should try to reach prospective buyers through personal channels, such as opinion leaders, rather than through general media.    Moreover, advertisers should emphasize the social, rather than the economic, benefits of the purchase.

As the preceding examples suggest, virtually any discipline in the behavioural and administrative sciences can find applications for multivariate tools. It is not surprising why this is so, given that multivariate techniques can be used in both controlled experiments and observational studies.   And, in the latter case at least, data refuse to come in neat and tidy packages.

Rather, the predictor variables are usually correlated themselves, and one needs statistical tools to assist one in finding out what is going on.

Dr Leon C Collett

Program Coordinator

Australasian Fire Authorities Council

May 2001

Table 3.   Evaluation of the volunteer components of the FESS agencies against the criteria used by ATO to assess applications from candidate organisations for classification as charitable.


Agency
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CFA
NSW

FB
NSW RFS
NSW SES
NT
QLD
SA ESAU
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TAS
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Organisational status

( Is it a legal entity or organisation

( Constitution, terms of association; rules; code of conduct

( Size

( Permanence

( Public recognition

( Level or form of activity

( Publicly accountable

( Not part of an entity, branch, subsidiary
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Purpose; public benefit 

( Altruistic activity of vols

( Services provided to all in the community or whole community

( Access to services not restricted to particular class

( Restriction of service only for efficiency reasons
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3
Sole or dominant purpose must be charitable

( Other activities permitted, provided they are incidental to the primary purpose

( Not sport, recreational, social, lobby or promotional
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Table 3.   Evaluation of the volunteer components  (continued).


Agency


ACT
CFA
NSWFB
NSW RFS
NSW SES
NT
QLD
SA ESAU
SA SES
TAS
Vic

SES
WA


Criterion













4
Purpose charitable in the legal sense of the term p44

( “Disaster relief” included by ATO

( Bushfire brigades specifically mentioned in illustrations given by ATO
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Purpose/Activity

Activities consistent with and supporting the principal charitable purpose(s)

( Emergency prevention

( Emergency response

( Emergency mitigation

( Recovery

( Community education
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6
Non-profit

( Constitution or rules prevent distribution of benefits to particular individuals either directly or indirectly

( Not generating profit for distribution to shareholders or other interested parties
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Table 3.   Evaluation of the volunteer components  (continued).


Agency


ACT
CFA
NSWFB
NSW RFS
NSW SES
NT
QLD
SA ESAU
SA SES
TAS
Vic

SES
WA


Criterion













7
Government control

( Source and extent of funding

( No more than 10% of funding from government

( Not delivering a normal function of government

( Nature of control by government
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8
Based in Australia

( Services delivered in Australia through expenditure in Australia

( Not just a branch office here
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9
Statutory entitlement to receive tax deductibility

( Listed in schedule to Tax Act or other recognised list
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With ABN

( Corporate
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