ACFID Submission to the
Productivity Commission’s
Philanthropy Inquiry

ACFID welcomes the opportunity to provide a submission to the inquiry on the trends in
philanthropic giving in Australia. Further information about ACFID’s previous submissions that
relate to the scope of this inquiry are referenced throughout.

About ACFID

The Australian Council for International Development (ACFID) is the peak body for Australian non-government organisations
involved in international development and humanitarian action.

Founded in 1965, ACFID currently has 128 full members and 21 affiliates operating in more than 65 developing countries.
The total revenue raised by ACFID’s membership from all sources amounts to $1.83 billion (2020 - 21), $721 million of which
is raised from over 996,000 thousand Australians. ACFID’s members range between large Australian multi-sectoral
organisations that are linked to international federations of NGOs, to agencies with specialised thematic expertise, and
smaller community-based groups, with a mix of secular and faith-based organisations.

ACFID members must comply with the ACFID Code of Conduct, a voluntary, self-regulatory sector code of good practice that
aims to improve international development and humanitarian action outcomes and increase stakeholder trust by enhancing the
transparency, accountability, and effectiveness of signatory organisations. Covering 9 Quality Principles, 33 Commitments and
92 compliance indicators, the Code sets good standards for program effectiveness, fundraising, governance, and financial
reporting. Compliance includes annual reporting and checks. The Code has an independent complaint handling process.

Executive Summary

ACFID welcomes the Productivity Commission’s inquiry to explore emerging trends in philanthropic giving in Australia. We
welcome the inquiry’s aim to identify policies to strengthen charitable giving in Australia, in line with the Australian
Government’s commitment to double philanthropic giving in Australia by 2030.

The Terms of Reference have assigned the Commission with three areas of focus.

1. Analyse trends in philanthropic giving in Australia and the drivers of these trends.
2. Identify opportunities for, and obstacles to, increasing philanthropic giving in Australia; and

3. Recommend ways to ways to respond to these opportunities and obstacles.

ACFID’s submission will focus on points 2 and 3 above.

Philanthropy plays a significant public role in Australian society. Philanthropy is defined as “The planned and structured giving
of time, information, goods and services, voice and influence, as well as money, to improve the wellbeing of humanity and the
community” [Philanthropy Australia). ACFID’s members have mobilised $892 million dollars in donations from nearly 1 million
Australians.! This has been crucial to the success of our member’s work in delivering live saving emergency response, critical
poverty alleviation, and broader development work which has enabled 2,586 projects to be delivered in 65 countries, by
employing 3,592 people and engaging nearly 9,000 Australian domestic volunteers.

If the Australian Government wishes to double giving by 2030, as articulated in its commitments, there needs to a strong
effort to remove barriers for Australians, businesses, universities, civil society organisations and the not-for-profit sector to
enhance giving. ACFID and its members are classed as not-for profits as outlined by the Australian Tax Office.

Suggested reforms to address challenges to the long-term prospects of philanthropic giving, are provided through our
recommendations below.



SUMMARY OF RECOMMENDATIONS

ACFID is providing a series of recommendations for the Committee to consider as key considerations for understanding
trends in philanthropic giving in Australia and the opportunities to enhance giving.

Recommendation 1: That the current Fringe Benefits Tax [FBT] arrangements be maintained, with indexation applied to
meet inflation to remedy the declining value of benefits.

Recommendation 2: The Australian Government should expand FBT eligibility to all charities with Overseas Aid Gift
Deductibility Scheme (OAGDS)

Recommendation 3: The Australian Government should implement planned payroll giving schemes across all Australian
Public Service [APS] departments.

Recommendation 4: The Australian Government should provide dedicated funding and technical support to increase
confidence, trust, and knowledge in the not-for-profit sector to uphold best practice cybersecurity approaches.

Recommendation 5: The Australian Government should make greater use, and expand the use of dollar-to-dollar
matching, capped at appropriate levels, as a means of publicly bolstering philanthropic giving in important areas of
public need, such as natural disasters.

ACFID is more than happy to meet with the Commission on behalf of members to provide more detail if required.

Fringe Benefits Tax [FBT]

Fringe Benefits Tax concessions are crucial to the viability and competitiveness of charities across Australia. Current
arrangements are essential in attracting and retaining staff for ACFID and our members. This value proposition for charity
employers is critical in a competitive labour market. The FBT concession and other operational concessions allow the sector to
do much more with funds we receive from donors. This is especially important for a sector that is critically underfunded.!!
Additionally, we would like to see eligibility expand to all charities with Overseas Aid Gift Deductibility Scheme (OAGDS).

At the time of writing, inflation in Australia is at 7.1% !V, this has created significant challenges to all sectors across the
economy. High inflation is having a severe impact on the ability of Australia’s international development sector to carry out
vital humanitarian and development assistance due to increased costs.

Tax policy reform in Australia is a key lever for social change, and governments can lead in growing capacity for the sector.
The current fringe benefit exemption of $15,900 ($30,000 grossed up)¥ was infroduced in 2001 and has never been
indexed, despite usual increases in the Consumer Price Index and the high inflationary environment Australia is currently in.
This lack of indexation has substantively diminished the take home value of these benefits and eroded the sector’s ability to
attract and retain the talent within the sector required to maintain a diverse, active, and thriving sector workforce. Adding to
this the anticipated effect of indexation being applied to the Higher Education Loan Program, which recipients under the
scheme are not eligible to reduce their income via FBT, the charitable sector’s core offering is simply incapable of delivering
much needed relief to frontline workers.

ACFID calls for reforms to ensure that FBT benefits are indexed to meet inflation to ensure a thriving civil society sector.

Recommendation 1: That the current Fringe Benefits Tax [FBT] arrangements be maintained, with indexation applied to meet
inflation to remedy the declining value of benefits.

Recommendation 2: The Australian Government should expand FBT eligibility to all charities with Overseas Aid Gift
Deductibility Scheme (OAGDS) status.

Deductible Gift Recipient [DGR] status of Australian Charities.

The current Deductible Gift Recipient [DGR] policies are clunky, confusing, and difficult to manage for government
departments and Australian charities. These measures are out-of-step with similar jurisdictions in the OECD. The complexity of
current arrangements contribute to higher costs for to the ATO and The Australian Charities and Not-for-profits Commission
(ACNC), donors and recipients, as well as creating barriers to access for smaller organisations.V! Currently, there are 52
categories of DGR, which allow not-for-profit organisations to receive tax deductible donations from public donors, which
provides a significant organisational funding stream and increases opportunities for grants and additional philanthropy.V!
Proportionate regulatory arrangements for the not-for-profit sector are crucial to the viability of our members and allow them
to carry out crucial international development and humanitarian assistance.

ACFID strongly welcomes proposed reforms for the DGR registers, helping create uniform consistency across the system and
reduce red tape. However, consideration must also be given to the limitations of these categories themselves, which can result
in some organisations from accessing a critical and reliable funding source. Vil



ACFID is also pleased to see that adjustments have been made to the proposed amendments to the Overseas Aid Gift
Deductibility Scheme (OAGDS). However, ACFID remains concerned that most of the benefits of these changes will not be
realised, due to lack of clarity in provisions relating to changes for the OAGDS. This could possibly have the effect of creating
additional administrative and legal burden for many charities, including ACFID members. X

Additionally, reforming DGR for not-for-profits provides further philanthropic funding opportunities to support the sector
compliance requirements, including self-regulatory (such as the ACFID Code of Conduct) and other compliance regimes
governed by law or statutory requirements.X

Planned Giving

To enhance philanthropic giving within Australia, the Government should strongly consider implementing planned payroll
giving across Australian Public Service Departments. Planned giving, including workplace giving through payroll, is important
to charities and the not-for-profit sector as it provides a regular flow of funds to carry out important work.X!

Planned payroll giving or “workplace giving” is defined as the process of making regular tax-deductible donations through
the payroll system.X!! There are numerous benefits to the scheme, such as donations being deducted from pre-tax salaries,
which therefore reduces an employee’s individual taxable income. X!l

Currently, there are limited payroll giving opportunities across federal, state and territory public service departmentsXlV The
Australian Government should consider establishing a planned payroll giving scheme across all Australian Public Service [APS]
departments. As of 315t December 2021, the APS had 155,796 employees.XV This represents a significant portion of the
labour market. If the Australian Government can lead from the front and implement this across the wider economy, this can
result in a precedent being set, with state and territory departments and other non-government employers possibly
implementing similar schemes.

This would be of significant benefit to charities and the sector more broadly, as increased participation in planned giving will
likely stimulate the overall level of giving. This will also lead to leveraged goodwill, better performance from the sector as
not-for-profits build and grow capacities to undertake evaluations and articulate impact. Therefore, this will also enable
greater public and business support.XV!

Furthermore, there is precedence across the private sector with major employers such as the ‘Big 4’ consulting firms
PricewaterhouseCoopers, Deloitte, KPMG and Ernst & Young having versions of their own schemes as company policy XV

Ultimately, this will assist the Australian Government advance their commitment to double philanthropic giving by 2030.xVill

Recommendation 3: The Australian Government should implement planned payroll giving schemes across all Australian Public
Service [APS] departments. ACFID suggests rolling out this scheme as a pilot, then implementing initiatives to incentivise private
sector employers.

Cyber-resilient, future-fit

The recent proliferation of cyberattacks in Australia, such as the Medibank and Optus attacks that impacted close to 20
million people, have brought cyber threats to the forefront of public awareness.XX Furthermore, according to UK research,
charities are more vulnerable to cyberattacks for a multitude of reasons, such as less resources, higher use of volunteers and
that charities are also more likely to rely on staff using their own devices, which are harder to secure and managed compared
to a centralised IT system.XX

Technology and not-for-profit organisation Infoxchange highlighted similar challenges in their 2022 Digital Technology in the
Not-For-Profit Sector report XXI, with 51 percent of organisations citing resourcing challenges to their implementation of
sophisticated cyber security arrangements.XXIl

The charitable sector is not immune to the risks and challenges faced by the wider Australian business community in meeting
the expectations of the Australian public and their right to the protection of their personal data. For Australian businesses,
data breaches risk eroding consumer spending. For Australia’s charity sector, cyber-attacks pose long-term risks to the
confidence of a generous Australian public in donating to the critical relief services the sector provide. As overall charitable
giving continues to decline while the numbers of people in need of the services delivered both here and abroad continues to
increase in the face of a burgeoning cost of living crisis, these risks have significant ramifications for the sector.

It is incumbent upon the Australian Government to invest in cyber capability within the charity sector that creates confidence,
trust, and long-term capability. Given the constrained environments in which charities continue to operate, substantive, ongoing
investments from the Government in this capability constitutes a public good. This serves to deliver on Australia’s commitment
to defend against cyber-attacks, whilst investing in keeping the Australian public’s data safe longer-term, and upholding trust
in the sector at a critical juncture.



Recommendation 4: The Australian Government should provide dedicated funding and technical support to increase
confidence, trust, and capability in the not-for-profit sector to uphold best practice cybersecurity approaches.

Government support to charities and dollar-to-dollar matching

Both dollar-to-dollar matching whereby the government matches each dollar of public donation to a cause, and government
giving to charities which then encourages public giving through providing a sense of legitimacy to the cause, can have a
significant impact on maximising the reach of donations.

The Australian Government supported charities in 2011 by matching public money raised through Horn of Africa appeals by
AusAlD-accredited not-for-profits for a fixed period of time. A total of $10 million was provided in matched funding by the
Government, with a cap of $1.5 million per organisation, significantly amplifying the support provided to those affected by
the famineXXll, In 2017, the Government dollar-to-dollar matched public funding provided to The United Nations High
Commissioner for Refugees’ Rohingya Emergency appeal XXV In 2022 the Government contributed $2 million to the
Emergency Action Alliance’s Ukraine appeal®®V, and $5 million to the Horn of Africa’s Hunger appeal XXVI While these two
latter contributions were not positioned as dollar-dollar matches, the Government’s contributions added significant credibility
to these appeals, resulting in increased public donations.

There is therefore experience of ad hoc successful examples of Australian Government commitment to support charities to
maximise public donations to a particular cause, however this should be systematised, as is more so the case in other countries
such as the United Kingdom*XVll, The Australian Government should consider scaling up this approach to increase charities’
funds to deliver programs.XXVill These initiatives could also focus on specific causes such as climate mitigation and adaptation
programs undertaken in the Pacific.

Recommendation 5: The Australian Government should make greater use, and expand the use of dollar-to-dollar matching,
capped at appropriate levels, as a means of publicly bolstering philanthropic giving in important areas of public need, such
as natural disasters.
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