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In this document, we provide a brief summary of the opinion of the Hungarian Environmental Partnership Foundation and the European Center of Non-for-Profit Law about the principles and concrete proposals with which the definition and system of public benefits should be renewed. Elaborating our recommendations, we paid special attention to the fact that due to the deficit in the state budget, the additional involvement of public capacities is limited. 
The goal

1. To create a win-win situation for both the State and the community. The State wins with a regulation, which stimulates and strengthens independent community functions as the State’s socio-political goals – mainly its economic-, social- and cultural policy goals - are achieved with the contribution of CSOs. On the other hand, the community also wins as the implementation of socio-political elements becomes more effective and people friendly. Public benefit CSOs are key links between the State and the community (citizens). To successfully fulfill this function, the recognition of the State and the support of citizens are necessary.   
In other words:

2. The States requites the promotion of the implementation of social policy by providing a real benefit system, but at the same time it orders stricter and more objective requirements for the sake of transparency and supervision. 

The principles of re-regulation
The re-regulation must be aim at:
· real work for the benefit, contentment of the community,
· creating a balance between the State and the CSO (helping both the State and the community in exchange for a real benefit system and stricter compliance rules),

· accountability – an objective indicator system,

· transparency – better controllability.  
The above mentioned details require new definitions, operation and control rules and a wider range of allowances. 
Status rules
	Current laws in force
	Recommendations

	primarily based on the activity list
	modified activity lists (restriction of e.g. activity no. 21, 22, deletion of activity no. 24, addition of settlement and community development) and indicators

	organizations’ public benefit status is registered by the county court or the court of registration 
	public benefit status is registered by the court (of registration) or other institutions (tax authority, state attorney)

	registration of organizations and their status can be requested at the same time
	the status can be acquired by the acceptance of the community after a certain period of time (one calendar year)

	deletion of public benefit status can be suggested by the prosecutor, but in practice it happens rarely
	compliance with public benefit status is continuously revised by the State


Indicators can be:

On the basis of indicators, the actual social or community use of civil society organizations can be interpreted: 
· the correct identification of the target group (it CSO carries out its activities for either the benefit of the overall society or for the benefit of a smaller community, a homogeneous group or groups),
· the annual result of activities, the level of community benefits (the CSO must provide quantified or otherwise specified results of its activities and their impacts on the community),
· the dominance of public benefit activities determined as a percentage (in proportion to revenues and expenses),
· the existence of community support (can be analyzed from the budgetary side – donations, membership fees – and on the basis of the number of volunteers, the statements of beneficiaries regardless of the activities).

In contrast with the above mentioned details, linking public benefit status to providing state services, to the amount of revenue and/or the number of full-time employees is not founded. In terms of revenue, the incomes of public benefit organizations practically correspond to the incomes of organizations without this status; remarkable differences in this amount can be noticed only in case of revenues that are less than 50.000 Ft or more than 50 million Ft. Finally, 8,5 % of classical non-profit organizations employ full-time employees, however, more than half of these organizations employ volunteers. 
Due to their inflexibility, minimum conditions are not suitable for taking the individual situation and features of organizations into consideration. The execution of the above mentioned indicators of public benefits can be performed without financial resources; the necessary sources can be found in in-kind donations and voluntarism. (Examples can be found in several orders of magnitude: the renovation of a park can be resolved with the members’ own appliances, but in case of a natural disaster assistance of vital importance can be given by involving volunteers and in-kind donations.)
Management 

Redefining the rules of management is closely connected to the provision of more extensive benefits as well as to the principle of accountability. 
We suggest redefining management along the following questions:
· stricter control: internal (choosing an independent supervisory board) and external (state attorney and a body examining the status),
· non-politization: to rule out the political activity of senior officials (they cannot be members, founders, officials of political parties),
· incompatibility: in addition to the current rules, to rule out the remuneration of senior officials.
Reporting, external supervision
	Current laws in force
	Recommendation

	Organizations are obligated to prepare an annual report on public benefits

	the contents of the reports are not clear, rather have an accounting quality
	the contents of the reports are based on the indicators that were considered when the status was given

	the reports must be published on the organizations’ website – prominently public benefit organizations must publish their reports via the media
	the report must be submitted to supervisory body regardless of the publication

	there are no real sanctions if the reports delay
	the creation of a penalty system that can finally lead to the loss of status


Supervision in practice:
The system can be operated in practice, if the organization is accountable on the basis of indicators. Considering that due to the reduced budgetary framework, creating the necessary conditions for judgment on the merits is not possible, the evolvement of an automated, online monitoring system is required. 
Benefit system
We can declare that the current regulatory environment is opaque and inconsistent; there are no such benefits that apply only to the public benefit organizations. This is a systematic problem which in practice means that the public benefit status itself has no comparative advantages. 
This situation needs to be changed in order to ensure a prominent role of the public benefit status among CSOs and to give benefits facilitating the operation and fund raising of these organizations. The detailed rules of benefits must be created by considering their stimulative effects that contribute to the significant growth of the “generated’ social values.
Benefits can be listed into the following groups:

· Benefits stimulating CSOs
· tax allowances, e.g.: corporation tax allowances or capital gain tax after their investments
· employment allowances, e.g.: reduction of labor-burden of employees working for public benefit organizations (practically radical reductions in social security contributions)

· administrative allowances, e.g.: relief on leans, simplification of application conditions

· allowances stimulating supporters

· allowances of donation e.g.: tax allowances after the donations of individuals or companies
