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Questions and Answers  

Taxation and the not-for-profit sector 

Inland Revenue has been asked some common questions on our issues paper “Taxation and the 

not-for-profit sector”. To help with your submissions, we have provided answers to those 

questions. 

1 Does Inland Revenue have any tips on how to make submissions more useful? 

The issues paper contains 15 specific questions. You do not need to answer all the questions in your 

submission, but it helps if your submission states which of the 15 questions your response relates to.  You 

can also submit on issues raised in the issues paper that are not directly related to one of the 15 

questions.  Officials are particularly interested to hear specific examples of how the proposals could impact 

on your organisation, what recommendations you have, and the reasons supporting your 

recommendations. 

 
2 Are bodies promoting amateur games and sport likely to be affected? 

We do not expect bodies promoting amateur games and sport to be affected by the proposals in this 

issues paper.   

Over 20,000 sports clubs and societies currently have an income tax exemption because they have been 

set up to promote an amateur game or sport. There are no proposals to change this exemption.   This is 

covered in section CW 46 of the Income Tax Act 2007 and discussed on the Inland Revenue website at: 

Sports clubs and societies. 

Some sporting organisations can also qualify for registration as charities and claim the charity income tax 

exemption if their charitable purpose is the promotion of sport.  See: Charities Services | Sport and 

recreation 

 

3 Can Inland Revenue provide more information about member subscriptions and trading 

income earned by not-for-profits?  

(a) What is Inland Revenue’s current public view on whether subscriptions are taxable?  

Inland Revenue’s current public view is not-for-profits do not need to include membership fees or 

subscriptions in annual income tax returns or pay tax on them. The longstanding approach has been that 

subscription income is not taxable. See: Income tax for not-for-profits  

 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2Froles%2Fnot-for-profits-and-charities%2Ftypes-of-nfps%2Fsports-clubs-and-societies&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C8b02535041c74b26dd8108dd56ccd603%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762159943078427%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=zCJm%2B8N8fe%2Fj4cCrJi%2Bue3WO8WH5WeqRzHoFmltXXKA%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.charities.govt.nz%2Fready-to-register%2Fneed-to-know-to-register%2Fcharitable-purpose%2Fsport-and-recreation%2F&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C8b02535041c74b26dd8108dd56ccd603%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762159943102451%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=MR%2BUUlCbzh%2BoDKYXreU1ua8aN51LqlpwwbNQxlWNrPw%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.charities.govt.nz%2Fready-to-register%2Fneed-to-know-to-register%2Fcharitable-purpose%2Fsport-and-recreation%2F&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C8b02535041c74b26dd8108dd56ccd603%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762159943102451%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=MR%2BUUlCbzh%2BoDKYXreU1ua8aN51LqlpwwbNQxlWNrPw%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Furldefense.proofpoint.com%2Fv2%2Furl%3Fu%3Dhttps-3A__www.ird.govt.nz_roles_not-2Dfor-2Dprofits-2Dand-2Dcharities_running-2Dyour-2Dnfp_income-2Dtax%26d%3DDwMGaQ%26c%3DeuGZstcaTDllvimEN8b7jXrwqOf-v5A_CdpgnVfiiMM%26r%3Da3fWvif1m-sjmZGNx-4SpkcuMNTlKbIqdyrVoBuzahA%26m%3DfdJRJA4c60wenY1MYYSSDk97osSuKQtWfqSTDmtjPmSAHYjE4JwqNpSRWz0dswWk%26s%3DEK9wGQzV9V-tYUu1rHkIBexv3DpnCshqGuqE15KOJ4c%26e%3D&data=05%7C02%7Csally.sprosen%40ird.govt.nz%7C066d48356d2c461e248208dd65157729%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638777865057954388%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=RL%2BdcShpkGzWvDeB%2FJXO3EPe%2FKVvd05sPn9Gp5lC1Q8%3D&reserved=0
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3 Can Inland Revenue provide more information about member subscriptions and trading 

income earned by not-for-profits?  

(b) Is Inland Revenue reconsidering its view on whether subscriptions are taxable?   

Yes, Inland Revenue is reconsidering its view, however that reconsideration is separate to the current policy 

consultation.    

Inland Revenue has prepared a draft operational statement that will clarify when subscription income may 

be taxable under ordinary tax rules, based on established principles.  

However, at this stage, Inland Revenue is not seeking submissions on whether subscriptions are 

taxable. The current policy consultation is focused on simplification measures for smaller not-for-profits. 

For example, we are interested in hearing whether the current $1,000 deduction to remove small-scale 

not-for-profits from the tax system should be increased or redesigned (see question 3(f)).  

(c) Will there be a chance to provide feedback on Inland Revenue’s draft operational statement and 

when is this likely to happen?  

Yes, there will be a chance to provide feedback. A draft operational statement will be released for public 

consultation soon after the current policy consultation has ended. This will provide a chance for not-for-

profits to submit on whether they agree with the view and if there is a change, how it should be put into 

practice.   

 The draft operational statement will set out Inland Revenue’s view on when member subscriptions would 

be taxable. When we consult on the draft operational statement there will be an opportunity to submit on, 

for example, whether a membership subscription that provides access to advocacy, representation, or 

other indirect membership benefits should be treated differently for tax purposes to an amount that is 

labelled as a subscription that provides commercial benefits more directly to members.    

(d) Will tax-exempt entities be affected by the Commissioner’s view on whether subscriptions are 

taxable?  

Subscription income received by tax-exempt entities such as charities or amateur sports bodies will remain 

tax exempt. These entities will not be affected by any change in the Commissioner’s view.   

(e) What is Inland Revenue’s current view on whether trading profits with members should be 

taxable?  

Inland Revenue’s public view is that unless a not-for-profit has an income tax exemption, it must pay tax 

on trading profits with members. This view will be confirmed in the draft operational statement. See: 

Income tax for not-for-profits  

 

 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Furldefense.proofpoint.com%2Fv2%2Furl%3Fu%3Dhttps-3A__www.ird.govt.nz_roles_not-2Dfor-2Dprofits-2Dand-2Dcharities_running-2Dyour-2Dnfp_income-2Dtax%26d%3DDwMGaQ%26c%3DeuGZstcaTDllvimEN8b7jXrwqOf-v5A_CdpgnVfiiMM%26r%3Da3fWvif1m-sjmZGNx-4SpkcuMNTlKbIqdyrVoBuzahA%26m%3DfdJRJA4c60wenY1MYYSSDk97osSuKQtWfqSTDmtjPmSAHYjE4JwqNpSRWz0dswWk%26s%3DEK9wGQzV9V-tYUu1rHkIBexv3DpnCshqGuqE15KOJ4c%26e%3D&data=05%7C02%7Csally.sprosen%40ird.govt.nz%7C066d48356d2c461e248208dd65157729%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638777865057969724%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=1GsgdKuY7iIwrGsQzXioD7250%2FxvaKQbg%2BjyxFfQWl8%3D&reserved=0


Q and As - Taxation and the not-for-profit sector - V3 – updated 18/03/2025 

Page 3 of 3 

3 Can Inland Revenue provide more information about member subscriptions and trading 

income earned by not-for-profits?  

(f) The issues paper says an upcoming draft operational statement could impact approximately 

9,000 not-for-profits (at paragraph 4.7). Can Inland Revenue be specific about which not-for-profits 

might be affected?  

Inland Revenue has estimated that approximately 9,000 not-for-profits, which are not tax exempt, are in 

receipt of subscriptions and/or member trading income. They have the potential to be affected by the 

draft operational statement. This covers a broad range of entities including clubs, societies, trade 

associations, professional and regulatory bodies, and industry councils. However, many of these entities 

may report profits below $1,000, report losses, or receive subscriptions that would not be taxable under 

ordinary tax rules, and have no tax to pay.  

 

4 If there is a decision to tax some charity business income, as discussed in Chapter 2, will this 

include rental income? When is rental income business income? 

When rental income is business income depends on the particular facts.  Broadly, when a taxpayer leases 

multiple properties or derives significant rental income, it is likely that the activity will constitute a business. 

When a taxpayer leases a single property, it is possible that the activity may constitute a business. More 

information about what may, and may not, be charity business income is considered in Interpretation 

Statement 24/08 Charities - Business income exemption (16 September 2024). 

 

5 What does the term "donor-controlled charities" refer to in Chapter 3?  Does it include 

churches and community foundations? 

The term "donor-controlled charity" is not formally defined and question 7 asks for suggestions about 

what that definition should be.  For the purpose of this issues paper, the term broadly refers to charities 

that are controlled by a single donor, their family, and/or their associates. These are referred to as private 

foundations in some other jurisdictions.  This term does not include churches or community foundations, 

because these organisations receive a significant portion of their support from the general public or a 

larger group of donors.   

 

6 What does an "associate" of a donor mean in Chapter 3 (at paragraphs 3.8 and 3.12)? 

"Associate" is a defined term in the Income Tax Act 2007. Inland Revenue has published a guide to the 

associated persons definition, which you can read here: A guide to associated persons definitions for 

income tax purposes.  The guide explains when you may be an associated person if you are a relative, 

company, trustee, settlor or beneficiary of a trust, partner in a partnership, or otherwise associated with the 

donor. 

 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.taxtechnical.ird.govt.nz%2Finterpretation-statements%2F2024%2Fis-24-08&data=05%7C02%7Cchalyce.orr%40ird.govt.nz%7C648436d821764f3b5ad608dd6271c209%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638774962909271861%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=t351qARcsEXGSYXJU%2FhXh%2B6iRVGp0%2BwQZgrEr7VyKVY%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.taxtechnical.ird.govt.nz%2Finterpretation-statements%2F2024%2Fis-24-08&data=05%7C02%7Cchalyce.orr%40ird.govt.nz%7C648436d821764f3b5ad608dd6271c209%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638774962909271861%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=t351qARcsEXGSYXJU%2FhXh%2B6iRVGp0%2BwQZgrEr7VyKVY%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2F-%2Fmedia%2Fproject%2Fir%2Fhome%2Fdocuments%2Fforms-and-guides%2Fir600---ir699%2Fir620%2Fir620-2024.pdf%3Fmodified%3D20240704025451%26modified%3D20240704025451&data=05%7C02%7Cchalyce.orr%40ird.govt.nz%7C648436d821764f3b5ad608dd6271c209%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638774962909290500%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=%2Bv8pn1B60%2Fhi5RCksLmhOil64Gep7It6PG7QoyD0Bds%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2F-%2Fmedia%2Fproject%2Fir%2Fhome%2Fdocuments%2Fforms-and-guides%2Fir600---ir699%2Fir620%2Fir620-2024.pdf%3Fmodified%3D20240704025451%26modified%3D20240704025451&data=05%7C02%7Cchalyce.orr%40ird.govt.nz%7C648436d821764f3b5ad608dd6271c209%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638774962909290500%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=%2Bv8pn1B60%2Fhi5RCksLmhOil64Gep7It6PG7QoyD0Bds%3D&reserved=0

