A submission to the Inquiry into the Disclosure regimes for charities and not-for-profit organisations

Valuing the “community benefit” of the not for profit sector:
Recommendations of interested individuals with not for profit management experience

Our 3 Recommendations to this Inquiry

This submission is provided by four Chief Executive Officers of national not for profit
bodies. We each have different experiences of working in and leading not for profit
enterprises. The submission is made by us in our private capacities, and the
recommendations we make do not necessarily represent the views of each of our
diverse employers.

We make three recommendations to this Inquiry. The first two recommendations are our
minimal hope for the outcome of this Inquiry, and the third is our main if not more
challenging recommendation that we believe will drive a new efficiency within the not for
profit community by seeking to properly value and recognise “community benefit”.

Recommendation 1 — That the Inquiry propose a consultation leading to the
establishment of a national consistent framework for the financial disclosure of all
not for profit bodies to a “National Office of Not for Profit Organisaitons”, with the
level of disclosure required directly relating to the volume of public funds'
handled by the body.

Recommendation 2 — That the Inquiry propose a consultation leading to the
establishment of a new accounting standard designed specifically for not for
profit bodies which enables single annual reporting to all governments and their
different departments for management and acquittal of public funds.

Recommendation 3 — That the Inquiry propose a consultation leading to the
establishment of a new national assessment framework for individual not for
profit bodies to report on the “community benefit” of their activities.

A national reporting framework, and a not for profit accounting standard

Many respected and well qualified organisations and individuals have made detailed and
considered submissions and recommendations to this Inquiry.

Among submissions to the Inquiry are many worthy proposals to develop a nationally
consistent framework for financial disclosure of not for profit activities, which gives
genuine recognition to the diversity of the not for profit sector. It is also argued in many
submissions that reform will need to be widely embraced if it is to succeed.

' Public funds is inclusive of tax deductible donations and government grants or subsidies.
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We support proposals that would see a nationally consistent reporting framework
established. We argue it should be implemented without cost impact to not for profit
organisations, and that it should be developed in close consultation with the not for profit
sector.

We also support the exploration of an accounting standard for use by not for profit
organisations that would enable single annual reporting to multiple government funding
bodies for the acquittal of government grants. It is our experience that many
organisations in receipt of multiple government grants face complex reporting
requirements that tend to result in duplication. The development of a new accounting
standard able to meet grant acquittal requirements of government would be welcomed
by not for profit organisations. This will in fact be more of a challenge to government
than it will to not for profit bodies, and it is time government accepted its role in
simplifying reporting for not for profit bodies by making its own requirements more
streamlined.

Proposals for a national consistent reporting framework and a not for profit accounting
standard represent the minimum outcomes we hope the Inquiry will recommend. We
encourage the Inquiry to go further then these minimal administrative changes, and
make longer term recommendations that go to the substance of the not for profit sector.

Community benefit reporting

Our key proposal is that the Inquiry set itself an ambitious target of recommending the
development of a standard or mechanism to enable not for profit organisations to easily
demonstrate and report in a nationally consistent manner the benefit or contribution they
make to the Australian community.

Community benefit reporting or identification of charitable outputs is not new, and many
not for profit organisations already voluntarily provide this type of detail by way of
published annual reports. It has become common practice for not for profit organisations
of varying sizes to report voluntarily to the public on the contribution they make to the
community.

Absent from within the not for profit sector is an agreed framework for how to quantify
and value those activities of not for profit organisations as being of genuine benefit to
community. We consider it reasonable that where public funds are being used to enable
service provision by a not for profit body that there be an agreed standard or mechanism
by which the community benefit of the application of public funds can be assessed.

Community benefit is assessed in some other nations. In the United States of America,
the Internal Revenue Service considers a program can be reported as a quantifiable
community benefit if it:

e Addresses an identified community need;
¢ Includes low income and underserved persons;
e Has a relationship to the not for profit organisation's mission;

e Meets a need that otherwise would have to be met by the government or another
non profit organisation;
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Activities not included as quantifiable community benefits are programs that are:
e Provided for marketing purposes only;
e For employees only;
e Required by government rules or standards;
e Questionable as to whether they should be reported.

This framework utilised in the United States of America is not necessarily going to assist
the development of an Australian alternative, but it provides some guide as to what is in
place in other jurisdictions. In Australia, our proposal is that a Community Benefit
assessment framework be developed to include mechanisms for the simple disclosure to
a single national body of the:

e Scale, volume, and type of services provided by the not for profit body;

e Quantification of the contribution of volunteering within the not for profit
organisation in the fulfilment of its mission;

e Dollar value of services provided by the not for profit body not required or not
funded by government;

e Quantification of the contribution of in-kind contributions or other non-monetary
donations to a not for profit organisation in the fulfilment of its mission;

e Performance of boards of governance against accepted standards of
organisational governance for community organisations;

e Compliance with relevant standards applicable to the area of operation in which
the not for profit body operates (eg a disability body would be required to
demonstrate its compliance with disability service standards).

The ultimate purpose of a Community Benefit assessment framework would be to create
a common standard by which not for profit bodies would demonstrate their true value
within community. This will enable most not for profits organisations to demonstrate to
government and the community that they have earned and deserve the continuing
special treatment they receive by way of tax and other concessions. It may also
demonstrate to government the true value and worth of the not for profit sector across
Australia, and highlight the need for additional investment in capacity development.

This submission is provided to the Committee in our private capacities. We would
welcome the opportunity to provide further evidence to the Inquiry.
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