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31 March 2025

mas’

Taxation and the not-for-profit sector
C/- Deputy Commissioner, Policy
Inland Revenue Department

PO Box 2198

Wellington 6140

Emailed to:

RE: MAS’ submission on the “Taxation and the not-for-profit sector” consultation

Introduction

1.

Thank you for the opportunity to submit on this consultation paper.

2. MAS opposes the proposed removal of the income tax exemption for the “unrelated” business
income of registered charities because, in summary:

3.

a.

b.

The consultation paper does not sufficiently articulate the nature of the problem, or
provide detail or analysis substantiating a problem that needs to be solved.

The consultation paper does not quantify the costs of the current tax exemption, or
quantify the benefits in terms of positive social impact from the capital deployed in the
charitable sector towards charitable purposes.

The proposed reallocation of capital from the charitable sector to the public sector via
the proposed tax change is unfair, contrary to longstanding government policy, and
would inhibit the private sector from contributing to positive social outcomes to the
same extent it currently can.

MAS would be significantly impacted by the change, and at risk of being unable to
sustain its charitable purpose and remain registered as a charity. The communities
that currently receive funding from MAS via the MAS Foundation would feel this
change most acutely, as, without the income tax exemption, MAS would not be in a
position to distribute that funding to those communities. Examples of impacted
communities are in the appendix provided by the MAS Foundation and available on
its website at

In addition to the substance of the paper, it is MAS’s submission that:
a.

A consultation period of 5 weeks is insufficient for a significant change in longstanding
government policy.
Paragraph 1.5 of the consultation states that the paper “is part of a review to
determine the effectiveness of certain tax concessions”. We submit:
i. If the paper is only a “part” of the review, there should be transparency and
an opportunity to be consulted over the other parts of the review.
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b.

MAS would need to consider whether it can continue giving effect to its charitable
purpose of distributing funds to improve the health of New Zealanders, or otherwise
maintain its registration as a charity.

MAS would incur estimated additional annual compliance costs of preparing income
tax returns of $360k.

17. MAS would like the opportunity to submit on the detailed policy design issue of the definition
of “unrelated business income” when drafting is available for review. The examples provided
in the consultation paper seem directly targeted at operations like MAS’s.

18. If changes are made, then MAS would submit that:

a.

There should be a sufficiently long transition period before changes take effect, for
impacted stakeholders to take advice and consult with Inland Revenue and Charities
Services about the changes.

Changes should not have retroactive or retrospective effect. If organisations cannot
sustain their charitable status because of changes to longstanding policy and
legislation, then MAS submits they should not be subject to any tax liability for
deregistering in relation to assets accumulated prior to registering as a charity or
since becoming a charity. A deregistration tax on assets accumulated prior to
becoming a charity would be taxed twice: once when the assets were subject to
income tax on accumulation prior to the business becoming a charity, and once again
on deregistration. From MAS’s perspective, if MAS must deregister as a charity
because of government changes in the income tax exemption, MAS should not be
penalised because the key cause of the deregistration is a change in longstanding
government policy and legislation, rather than being a voluntary business decision by
MAS.

Next steps and contact details

19. Thank you again for the opportunity to submit on this consultation paper.

20. If you would like to ask any questions or discuss any aspect of this submission, please
contact me ats 9(2)(a)

Yours sincerely,

Nick Mereu

Head of Legal & Compliance
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3. Te Aho Tapu Trust - Mauri Tau me te Maramatanga
(MTM) mindfulness & awareness program

The MTM program provides mindfulness practices grounded in te ao Maori (Maori worldview) to help whanau cope with stress and
adversity. The program is designed to improve wellbeing, particularly in response to challenges and has the potential to be integrated into
health and education systems for broader community access.

e Qutcomes:

. Increased resilience and coping skills: Whanau, especially Maori and Pasifika, report stronger resilience and improved mental
health, with better coping strategies for stress.

« Intergenerational support: The program supports stronger intergenerational relationships, empowering whanau to support one
another in times of difficulty, improving community cohesion.

. Wider access through systemic integration: By embedding the program within health and education sectors, it becomes more
widely accessible to diverse communities across Aotearoa.

. Incorporation of matauranga Maori: The deeper integration of Maori cultural knowledge ensures that the program resonates with
participants’ cultural and spiritual needs, leading to greater engagement and effectiveness.

« Impact: Without this funding, the MTM program would not have been able to evolve into health and education systems (through the
Ministry of Social Development (MSD), Oranga Tamariki (OT) and Health NZ contracts), limiting its ability to provide widespread,
culturally relevant mental health support. This investment has enabled Te Aho Tapu Trust to create a sustainable, culturally grounded
wellbeing program with long-term benefits for communities in need.

SEBBEEEEEEEEESBEEEEEBEEEEEE:



4. Brainwave Trust - Early childhood research and
education programs

Brainwave Trust translates vital early childhood development research into accessible resources for Maori and Pasifika
families. By co-designing educational wananga (workshops) with community partners, the Trust ensures that families receive
the best possible support during the critical first thousand days of a child’s life.

« QOutcomes:
. Improved access to early childhood research: Maori and Pasifika families now have greater access to evidence -based
knowledge on early childhood development, allowing them to better support their tamariki/tamaiki (children) during
their formative years.

- Strengthened governance and leadership: The Trust has enhanced its governance structure to better meet the needs
of Maori and Pasifika communities, positioning itself for long-term impact.

- Increased Pasifika capability: By developing a Pasifika-focused program co-designed with the community, Brainwave
Trust has built the capacity to better serve Pasifika families, ensuring culturally relevant resources are available.

. Sustainable funding and broader reach: The Trust is poised to attract further philanthropic funding, ensuring the
sustainability of its programs and expanding their reach across Aotearoa.

« Impact: Without the funding, Maori and Pasifika families would have lacked access to the crucial research and resources
necessary for supporting their children’s early development. The funding has allowed Brainwave Trust to build a scalable
model, ensuring that more families benefit from culturally appropriate and research-backed early childhood support.

SEBBEEEEEEEEESBEEEEEBEEEEEE:



Conclusion

 These initiatives are making a profound impact on the health and
wellbeing of Maori, Pasifika and communities most in need, in
Aotearoa.

« Through targeted investments, these initiatives address systemic
Inequities in mental health, early childhood development, and
community leadership. The funding has enabled these programs to
grow, creating culturally relevant, sustainable solutions that
would not have been possible without such support.

LAAAAS

« Each initiative is driving long-term change, empowering
individuals and communities while fostering resilience and positive
outcomes across generations.
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31 March 2025

Taxation and the not-for-profit sector
C/- Deputy Commissioner, Policy
Inland Revenue Department

PO Box 2198

Wellington 6140

By e-mail: policy.webmaster@ird.govt.nz

Dear Sir,
Taxation and the not-for-profit sector submission on Issues Paper

BDO New Zealand Ltd appreciates the opportunity to provide feedback on the above Issues
Paper.

General Comments

Charities serve an important purpose in our community. In many cases they deliver valuable
services to sections of the community that would otherwise arguably rely on the government
to provide that support. This is the primary reason they are afforded income tax exemptions.

We consider the Charities Act 2005 provides sufficient mechanisms to deal with a number of
the issues (pertaining to registered charities) that have been raised in the paper, i.e.
registered charities that are not compliant. For those charities that are compliant, subjecting
them to income tax on certain sources of income would likely reduce the benefits they were
able to provide to the public. This in turn, would either reduce the wellbeing of society
generally, or force the government to deliver additional services to compensate, which may
not be as efficient as the current model. There does seem to be an element of punishing all
as a result of the actions of a few, rather than simply using existing legislation to deal with
those few.

Many charities suffer from unpredictable income levels year to year due to the nature of their
revenue streams. There is an argument to say encouraging them to set up more sustainable
commercial operations to generate funds would be better for the country as a whole, rather
than penalise this approach. The source of funding should not be the determining factor,
rather the use of those funds. There are comments around the level of accumulated funds
held by some charities; however, the existing provisions requiring charities to report on their
level of reserves do appear to provide some transparency on this issue (although perhaps not
sanctions).

We also consider that the consultation process for these fundamental changes to the taxation
of charities and NFPs is too rushed and badly timed. This Issues Paper was only issued on 24
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February with the deadline for submissions being 31 March. This a short period of time, let
alone at the time of year that (as you’re aware) is one of the busiest for tax practitioners.

An Issues Paper is by its nature very general. It would be unfortunate if a discussion
document setting out the actual proposed changes is not issued. We’re concerned that, given
the timing of the Government Budget, a discussion document may not be issued.

Specific questions for submitters
Chapter 2: Charities business income tax exemption

Q2. If the tax exemption is removed for charity business income that is unrelated to
charitable purposes, what would be the most significant practical implications?

Apart from the additional tax cost, there would be a significant increase in compliance costs
for charities - both in terms of actual expenditure and employees/volunteers spending time
on compliance rather than core charitable activities.

While we note the comment (para 2.21) on the need for clear legislation and associated
guidance, there will always be cases that are not obvious (see below). Charities will need
commit time and cost (likely including advisor fees) to determine their tax obligations.

We are not clear on the need to distinguish between passive and business income if the issue
is that income is being accumulated rather than distributed. The resulting preference for
passive income is noted in para 2.18 of the paper. It could be argued that passive income
accumulation was more of a concern. An active business may well be generating other tax
revenue (PAYE, GST etc) as well as other benefits such as providing employment. Specifically,
charities often employ people that would otherwise find it difficult to secure employment.
This is an example where determining whether the business activities directly related to
charitable purposes may be difficult.

The Issues Paper notes a “second-order” imperfection (para 2.13 first bullet point) that
charities may have an advantage over non-charitable trading entities due to having lower
compliance costs. Firstly, we question whether that is in fact a problem. Secondly, the
inference is that this is remedied by making charities incur more compliance - which does not
seem a desirable outcome.

Q5. If the tax exemption is removed for charity business income that is unrelated to
charitable purposes, do you agree that charity business income distributed for
charitable purposes should remain tax exempt? If so, what is the most effective way
to achieve this? If not, why not?

If the concern is accumulation of untaxed income, then it makes sense to provide tax relief
when the income is distributed for charitable purposes.

Prior to considering relief for distributions, there is the issue of what income has been
distributed. If a charity has both passive and business income and these are being
distinguished (see above), there needs to be rules on the order of distributions, e.g. are
distributions treated as being made from business income first?
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31 March 2025
New Zealand

SOCIETY OF
Anaesthetists
Taxation and the not-for-profit sector

C/Deputy Commissioner, Policy

Inland Revenue Department

Wellington

By email: policy.webmaster@ird.govt.nz

Re: Taxation and the not-for-profit sector

Téna koe,

Thank you for the opportunity to provide our feedback on the Taxation and the not-for-profit sector
consultation and to share how this may affect charities such as the New Zealand Society of
Anaesthetists.

Who we are

The New Zealand Society of Anaesthetists (NZSA) (CC38066) is a professional medical society
representing Anaesthetists and Specialist Pain Medicine Physicians (SPMP) in Aotearoa New Zealand
throughout their careers from trainee to retired. We serve our membership through advocacy, community
connection and educational opportunities that aim to improve the anaesthetic care of patients and
promote high-quality perioperative care in New Zealand.

Our membership and charitable services include strengthening national communities of anaesthetists
through clinical sub-specialty and special interest networks, financial support towards programmes that
enable safe data collection, review and research into safer anaesthesia practices, facilitating and
promoting anaesthesia educational events for continued learning, scholarships and prizes to encourage
research in New Zealand, and building networks within Aotearoa’s health community and its political
leaders to help shape our health system to ensure safe anaesthesia and high-quality care for patients.

Brief Summary

Removing tax concessions for charity business income will reduce funding available to carry out our
charitable purpose through the services we provide and our ability to be financially sustainable. This
would create a gap in what is provided for our specialist healthcare professionals to evolve their practise
and develop better care and health outcomes for their patients.

Whilst we support exemptions to protect income spent on charitable work and thresholds that will exclude
small-to-medium sized charities like us, there is a significant risk that these will create a complicated
system and increase compliance costs and resourcing requirements for both the charities and IRD.

Consultation questions — Chapter 2, Charities business income tax exemptions.
Question 1: What are the most compelling reasons to tax, or not to tax, charity business income?

The most compelling reasons not to tax charity business income include:
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e Continuing to incentivise charities to provide services for their communities that would otherwise
not be provided. For the NZSA, this would include:
o Working with health organisations and governance to develop safe, high-quality anaesthesia
and perioperative care for patients.
o Supporting initiatives that safely collect data with a focus on analysis and research to improve
anaesthesia care specifically for the Australasian population.
o Facilitating continued learning within the New Zealand context through events and meetings.
o Facilitating communities of practice via national special interest and sub-specialty networks of
anaesthetists that encourage the sharing of information and the development of best practice
for patients.
o Support for trainee specialists to build our future health workforce.
o Encourage the pursuit of reliable income to ensure financial sustainability and improve and
increase the services we can provide.
¢ Give charities the ability to accumulate funds to invest in more significant activities that align with
our purpose.

Question 2: If the tax exemption is removed for charity business income that is unrelated to charitable
purposes, what would be the most significant practical implications?

Defining what is ‘unrelated to charitable purpose’. It will be difficult and could lead to a complex and
unclear system that requires higher compliance costs, which further reduce funding and resources
available to provide our charitable work. It will also limit the options available for charities to seek
sustainable sources of income.

Question 3: If the tax exemption is removed for charity business income that is unrelated to charitable
purposes, what criteria should be used to define unrelated business?

This should exclude any activity directly connected to the charitable purpose or area. For example, for
the NZSA - selling leaflets that provide key safety information towards informed patient consent and
improved health literacy.

However, as outlined in our answer to question 2, there is a significant risk that this will be a difficult
definition to navigate, leading to increased compliance costs for both the IRD and the charities.

Question 4: If the tax exemption is removed for charity business income that is unrelated to charitable
purposes, what would be an appropriate threshold to continue to provide an exemption for small-scale
business activities?

We support the suggestion to exclude Tier 3 and 4 charities. This will mitigate some of the concerns
shared above - the noticeable impact that paying income tax will have on the small-to-medium sized
charities and the services we can provide for our members.

Question 5: If the tax exemption is removed for charity business income that is unrelated to charitable
purposes, do you agree that charity business income distributed for charitable purposes should
remain tax exempt?

We agree that charity business income distributed for charitable purposes should remain exempt. This is
in line with the purpose for which tax exemptions are currently applied.

However, this exclusion would also require more resources from both the charities and the IRD to meet
compliance. Resources that smaller charities will not have, therefore impacting the funding and
resources available for their charitable work.
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If the intention of exempting business income distributed for charitable purposes were to reduce asset
accumulation and encourage spending within a certain timeframe, it would become difficult for charities
to be self-sufficient or invest in quality but more expensive services that may take time to accumulate
funding for. It risks poor quality, inefficient spending.

Question 6 What policy settings or issues not already mentioned in this paper should be considered?

The increased compliance costs, both for the charities and the IRD. As well as the flow-on effect from a
reduction in services provided by charities, which will create gaps in what is available or shift the burden
to government organisations to provide, with increased costs to meet market rates.

Conclusion

Continuing to provide tax concessions for charities like the NZSA will allow them to continue to provide
services that benefit our community, which would otherwise not be available for our specialist healthcare
professionals. Significantly limiting their options or ability to grow and improve their practise and develop
better care and health outcomes for their patients.

It will also encourage charities to remain financially sustainable and seek reliable income to further the
services they provide.

Any changes to these concessions should exclude the small-to-medium sized charities that would be
most significantly impacted by income tax. They will need to be clear and require limited compliance
costs so as not to inadvertently disadvantage the charities they intend to assist by excluding.

The NZSA is happy to discuss any of the points raised if required.
Thank you for the opportunity to provide our feedback.
Nga mihi,

s 9(2)(a)

Kylie Mcuuelin
CEO, New Zealand Society of Anaesthetists
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CATHOLIC DIOCESE
OF CHRISTCHURCH

TE TAKIWA O TE PIHOPA

Catholic Diocese of
Hamilton

Catholic Diocese of Auckland

Te Taumata o te Hahi Katorika Catholic Archdiocese of Wellington

Catholic Diocese of Dunedin DIOCESE OF

PALMERSTON

Te Hahi Katorika o Otepoti NORTH

31t March 2025

To Inland Revenue,

On behalf of the six Catholic Dioceses of New Zealand. Please receive feedback on the
proposed changes to the taxation for the Charitable sector.

1. Executive Summary

1.1 Don’t burn down the orchard for the sake of a few bad apples. Charities do great work.
If there are charities that are effectively businesses dressed up as charities, then target them
with a scalpel, rather than hitting the whole sector with a hatchet. It is a rigorous process to
become accepted as a registered charity. This provides a safeguard for ensuring that charities
operate within an agreed framework and there are appropriate checks and balances to ensure
they are remaining charitable. It may be that those regulatory checks and balances need an
adjustment to address the very small percentage of situations where things go wrong, if this
is indeed the main concern. This would be a better focus than concentrating on taxing
charities. This should go hand in hand with allocating enough funding to allow Charities
Services to have a dual role —first in its regulatory function and second, to be even more active
in promoting the sector in positive ways and educating people about how they should operate
as charities.

1.2 Charity and not compliance. The charitable sector has laboured, like many other parts of
the economy, under growing compliance burdens. We urge the IRD to recognise the significant
compliance costs that charities are currently carrying and to carve out as much of these
burdens for Tier 3 and 4 charities. We affirm accountability and transparency, but simplicity
must be a policy goal. We want our charity sector to be innovative, self-reliant, and able to
fully focus on positive impact NOT burdened by compliance costs and spending their limited
funds on tax consultants.

1.3 Cost vs Benefit. The consultation paper places significant emphasis on the "cost" of the
charities tax concession, highlighting the potential reduction in government revenue.
However, it is crucial to balance this perspective by considering the extensive and diverse
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benefits that charities offer to the broader community. A decrease in services provided by the
charitable and educational sectors, due to excessive compliance requirements and
unaffordability, could ultimately impose an even greater cost burden on taxpayers.

1.4 Most charities are busy delivering on their charitable purpose. As a generalisation, they
are usually ‘heads down’ trying to use their limited resources in the most efficient and
effective way to create the biggest impact. Unlike large for-profit corporate interests, they do
not generally have the capacity to closely monitor and strategically lobby on matters that may
impact their sector. Charities do not generally choose to apply their limited resources to
funding co-ordinated sector advocacy groups. As a result, the potential for unintended
adverse consequences of rushed legislation or regulation changes in the charitable sector is
perhaps greater.

A less consultative approach might be faster, but we suggest it would be a fast track to
complexity, cost, for unintended consequences. New Zealand’s tax system when compared
with many of its overseas counterparts is often considered elegant in its simplicity, and hence,
and importantly, its efficiency.

2. About us

2.1 This submission is provided on behalf of all six Catholic Dioceses (or regions) that make up
the Catholic Church of Aotearoa New Zealand. The community we are proud to work with
seeks to fulfil the mission of the church by living out our faith, advancing religion, promoting
education, and relieving poverty. This mahi and ministry serves the needs of both our faith-
based community and the broader population through various welfare, social, and
educational initiatives.

2.3 The Catholic Church has been woven into the social fabric of Aotearoa New Zealand since
the 1830s and today there are about 450,000 Catholics growing in faith across 200 parishes,
185 primary schools, 49 Colleges and dozens of other charitable works. We provided social
services to the community across the motu supporting more than 10,000 people last year
with advocacy, social services, and housing. We also distributed to smaller charitable
agencies to a value of $2,334,341.

2.4 The Tax Working Group provided a summary in February 2019 of the positive role charities
play: “Charities and non-profit organisations make important contributions to the wellbeing
of New Zealand. The activities of these organisations enhance the social, human and natural
capital of New Zealand. In turn, the Government supports the work of charities by offering tax
exemptions for charity income and tax benefits for donations to charities.”

2.5 Our society, our environment, our culture and our health as a nation is better for all that
charities do. The Christian faith-based sector continues to grow in both size and impact, with
registered Christian charities contributing an estimated $7.3b to the NZ economy each year
(2% of total GDP). 65,109 volunteers provided 13,426,400 hours of their time in 2023 (the
equivalent of approximately 6,500 full time staff) alongside 11,989 staff (Faith in Action
Report, the State of Christian Charities in Aotearoa New Zealand August 2024).
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Specific Submission Points
3. Charity Business Income Tax Exemption (Chapter 2 — Questions 1-6)

3.1 We do not support the proposal to tax charity business income unrelated to charitable
purposes. We see the definition and demarcation of what is considered “unrelated” business
income to be highly problematic. It is likely to lead to considerable compliance cost for
charities and much greater clarity is needed before proceeding down this path. It may also
have unintended consequences such as charities not running businesses anymore which were
providing much needed services to communities and switching to passive income.

3.2 Business income can be seen to fall into two main types; passive or active: The most
common form of passive investment for those charities fortunate enough to have funds to
invest would be an investment by a charity into financial products such as bonds, equities and
term deposits via a fund managing entity. Depending on how the investments are undertaken,
charities investing in shares may be disadvantaged by not being able to get the benefit of tax
paid dividends as they have no income tax to offset it against.

3.3 Active investment in contrast is direct investments in establishing or purchasing and then
running a business directly. Oddly, attitudes towards active investment appear much more
contentious and largely appear to be fuelled by an argument of threats to competition by for-
profit competitors. From a policy and principle basis and the market risk of providing a
commercial product or service, we are perplexed as to the different attitudes towards passive
and active business income.

3.4 An unintended consequence of taxing business income may be to force our charities into
closing their op shops, their hall-hire ‘businesses’, and switching to passive investments. This
will remove some well needed services to the community.

3.5 Financial Reporting Standards largely unsuitable for many charities: The surpluses a
number of charities report do not reflect the true position of the charity. For example all the
donations and grants are required to be reported through the Income Statement when
received while assets (such as building a new school) are capitalised and only written off over
many years. Charities largely obtain assets for the ongoing benefit of the community they
serve, while a business largely obtains assets to generate profits.

3.6 Running businesses at a loss if all costs are considered: Just because our parishes may
show profits in running their op shops, small businesses and incidental rental properties, this
does not represent the real financial picture as most goods are donated and volunteers run
these businesses for no financial compensation. These profits directly help the charities to
achieve their charitable activities. Charities do not exist with the core focus of income
generation and profit seeking that commercial entities do. However, a charity cannot exist
and be effective unless it has a sustainable income source or sources. While they do not exist
for profit, all charities need sustainable income sources to operate.

3.7 Social investment rather than tax: At a philosophical level it is important to remember that
tax is imposed on individuals or companies by reference to their private gain. This is different
to a charity which is set up to benefit a class of people who need help — that is, for public
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benefit. So, there is no ‘lost’ tax as funds that flow to a charity from business must ultimately
go towards the public benefit rather than increasing an individual’s wealth. In that sense it is
not a ‘concession’ granted, because there is no personal gain, which is normally what tax is
focussed on. If there are occasional issues with this, it is about the levers to ensure the rules
are followed rather than moving to tax business income of charitable entities.

3.8 De minimis exemption: If a tax exemption is removed, we recommend further consultation
guidelines to define "unrelated business activity" to avoid unintended consequences, a de
minimis exemption for small-scale activities (e.g., Tier 3 and Tier 4 charities), and a transition
period to allow charities time to adjust.

4 . Donor-Controlled Charities (Chapter 3 — Questions 7-9)

4.1 We do not operate any donor-controlled charities but support the creation of a reasonable
minimum distribution requirement and ensuring transparency without penalising genuine
generosity of donors.

4.2 As previously stated, we believe that if there are charities that are using the charity tax
exemptions for the profit of their donor, then target them with a scalpel, rather than hitting
the whole sector with a hatchet.

4.3 The examples below given in the IRD briefing should be identified as being subject to tax
if they are clearly a tax avoidance scheme.

e Circular arrangements, when the donor gifts money to a charity they control, claim a
donation tax credit or gift deduction, and the charity immediately invests the money
back into businesses controlled by the donor or their associates. While the investment
may earn a market rate return, typically the investment income is accrued, and no cash
is actually paid to the charity for many years.

e In donor-controlled charities there can be a significant lag between the time of tax
concessions for the donor and the charity, and the time of the ultimate public benefit.
This occurs when the donor-controlled charity accumulates most or all its funds and
makes no or very minimal charitable distributions.

e Arrangements when donor-controlled charities purchase assets from the donor or
their associates at prices exceeding what would normally be paid by unrelated parties.

e Arrangements when donor-controlled charities regularly acquire goods or services
from the donor or their associates, on terms that would not normally exist between
unrelated parties.

4.4 We support that transactions between donor-controlled charities and their associates are
required to be on arm’s length terms or prohibited outright. This would limit the ability for
donors to transfer value out of the charity through non-arm’s length transactions or circular
arrangements. Instead, or in conjunction with, we also support that anti-avoidance provisions
are introduced for the specific arrangements involving transactions with associated persons.

4.5 We also support that donor-controlled charities be required to make a minimum
distribution each year. Threshold from overseas models could be used to ensure that the
distribution is used to further the charitable purpose of the donor-controlled charity.
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5. Tax Simplification and Integrity Measures (Chapter 4 — Questions 10-12)

5.1 Not-for-profits (NFPs) are generally subject to income tax under the broad-base, low-rate
policy framework. There are three exceptions:

e NFPs that qualify for a specific income tax exemption (such as the exemption for
registered charities or the exemption for bodies promoting amateur games and sport),

e NFPs that have net income of no more than $1,000, provided their constitution
prohibits them from distributing property to members (this concession is intended to
reduce compliance costs for small NFPs), and

e NFPs that are permitted by their constitutions to make distributions to members can
reduce their taxable income to the extent they distribute profits on member
transactions back to members as a rebate. This tax concession provides a similar result
to what would otherwise be provided under the common law mutuality principle.

5.2 In line with our aim to reduce compliance costs for charities and the not for profit sector,
we support:

e Raising the $1,000 tax exemption threshold for NFPs.

e Simplifying the income tax return filing requirements for small NFPs.

e Reviewing the resident withholding tax exemption to ensure charities can retain funds
for public benefit.

6. Fringe Benefit Tax Exemptions (Question 13)

6.1 Removal of the Fringe Benefit Tax (FBT) exemption will have an impact on our workforce
and the cost of doing our work. This exemption has been used to attract and retain people in
difficult roles. For example, a prison chaplain in a rural and remote area might be provided a
car to enable them to travel to the prison for essential spiritual and rehabilitative work. The
removal of the FBT exemption will create a new cost on the use of that vehicle and further
undermine the financial sustainability of this undervalued but essential service.

6.2 The current FBT rules already require charities to distinguish between related and
unrelated business activities. In addition, Inland Revenue released a 2024 interpretation
statement that provides guidance on when charities are carrying on a business.

6.3 We are in favour of keeping the current rules and continue to exempt benefits provided to
employees while they’re carrying out the organisation’s charitable activities. For example, if
our priests use the parish’s car while doing charitable work, there should not be any FBT due
on any incidental private benefit they receive. It can be argued that our priests are always
carrying out their charitable activities given the vocational nature of this service.

7. Impact on Volunteers and Donation Tax Credits (Questions 14 and 15)

7.1 We support reforms to simplify tax compliance for volunteers, particularly the removal of
the honoraria tax treatment for honoraria of less than $1,000 a year per volunteer.

7.2 Honoraria are treated as schedular payments for tax purposes. This means several
compliance cost issues arise, such as requiring volunteers to account for ACC levies.
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Simplifications were introduced from 1 April 2019 for volunteers for Fire and Emergency New
Zealand (FENZ). This means volunteers are treated as receiving salary or wages, which can
reduce tax compliance costs for volunteers.

7.3 We do not support the changes made to FENZ to be extended to all charities as this would
increase our compliance costs with potentially thousands of volunteers suddenly having to be
included in payroll systems. Our payroll system cost is based on the number of employees and
adding all volunteers receiving honoraria would be cost prohibitive and a burden on the
administrator in charge of a small payroll. The un-intended consequence of the change in the
law would be to remove all the small “thank you” honorarium given to volunteers to recognise
a portion of the personal costs they incur. This may also increase the compliance burden for
these volunteers to keep track of their expenses such as mileage so these honoraria would
become expense reimbursements rather than wages and salaries subject to PAYE and ACC.

7.4 We support changes that make donation tax credits more accessible and real-time to
encourage giving. We are aware that a number of our donors never claim the tax credits as
the system is complex and some donors do not know how to file their donation credit request
into myIR. We support a promotion of the payroll giving system which is simple to understand.
Our current payroll provider has a number of charities in their system that staff are able to
choose while getting an immediate donation credit through their PAYE and their donation is
passed on to the charity. The IRD should be working with all payroll providers to offer and
promote such services.

8. Conclusion and Recommendations

8.1 We appreciate the opportunity to contribute to this consultation. While we acknowledge
the need for fair tax policies, we urge the Government to carefully consider the potential
unintended consequences for charities and their ability to serve communities.

8.2 Our current charities law and regulation is very sound. If there is a failure allowing rogue
charities to abuse this, then the issue is probably more one of resourcing the existing
regulator, or prioritisation of effort with their limited resources.

8.3 Supporting community entities to be successful, which includes policy settings to assist
ensuring their financial sustainability, is a cost-effective solution for any Government. While
the charity sector is without the financial resources and lobbying power of for-profit
organisations, charities touch a huge proportion of the New Zealand public. This is an
economically significant sector when one considers number of entities, number of people
employed, number of people who volunteer, number of people and issues served, and the
funds that flow through the sector for charitable purposes. Support for charities should not
be underestimated nor the potential political distraction that an aggrieved public outcry may
generate.

We are happy to discuss this submission further and provide additional input if needed and
officials from Inland Revenue are welcome to contact us to discuss the points raised.
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Submission on Taxation and the not-for-profit (NFP) sector

About the Submitter

1.

Founded by David Farrar and Jordan Williams in 2013, the Taxpayers’ Union’s mission is Lower Taxes,
Less Waste, More Accountability.

We enjoy the support of some 200,000 registered members and supporters, making us the most
popular campaign group championing fiscal conservatism and transparency. We are funded by our
thousands of donors and approximately two percent of our income is from membership dues and
donations from private industry.

We are a lobby group not a think tank. Our grassroots advocacy model is based on international
taxpayer-group counterparts, particularly in the United Kingdom and Canada, and similar to campaign
organisations on the left, such as Australia’s Get Up, New Zealand’s ActionStation, and Greenpeace.

The Union is a member of the World Taxpayers Associations — a coalition of taxpayer advocacy groups
representing millions of taxpayers across more than 60 countries.

Nothing in this submission is confidential and we would welcome the opportunity to discuss this
submission with you further.

Executive Summary

6.

On the basis of what we understand, the Taxpayers’ Union does not support the Commissioner’s
updated view of the mutual association rules and what is currently likely to be incorporated in a draft
operational statement. The potential impact on incorporated societies, like the Taxpayers’ Union and
other NFP’s is so significant that nothing short of invoking a full generic tax policy process (GTPP) will
suffice to sort this issue out.

The analysis in the Officials’ Issues Paper (the paper) is far too deficient for us to be even sure of
exactly what is being proposed for the NFP sector. Changing the Commissioner’s view and then the



10.

11.

way Inland Revenue will apply the rules is not the only solution. Holding fast to existing policy and
practise and amending legislation to fit is also a viable option. Essentially, the policy that is wanted
should be confirmed first and legislation that fits the policy enacted.

The paper states at paragraph 4.7 that the updated view in the current draft operational statement is
consistent with the policy intention of the mutual association rules. There is no explanation in the
paper to support this assertion and so we are left in the dark as to how and why Inland Revenue’s
thinking has evolved. The Commissioner cannot finalise his operational statement until this issue has
been properly discussed with interested parties, as the GTPP envisages.

We have concerns with the targeting of certain income tax and fringe benefit tax exemptions. Whilst
we accept that specific exemptions can introduce distortions, we ask how material are they? These
exemptions provide social and scientific benefits and it does not seem reasonable to reduce these in
the pursuit of immaterial tax purity.

We support the taxation of charity-owned commercial businesses. There is no reason why the
business arms of charities should be treated any differently to any other business. Business donations
to charities are tax deductible and the effective tax treatment remains the same if all profits are
donated to the charity in the same tax year. The current law provides a tax advantage to charity-
owned businesses, but it also provides a competitive advantage. We do not understand Inland
Revenue’s dismissal of the competitive advantage argument.

We support the tax simplification proposals for volunteers and donation tax credits. It is hoped that
these might encourage more volunteer work if the tax treatment of honoraria is simplified and
encourage more donations if the tax credit is automatically applied.

Charity Business Income Tax Exemption

12.

13.

14.

15.

The Taxpayers’ Union considers that the commercial business operations of registered charities should
be subject to income tax in the same way as all other commercial businesses. When the business
remits funds to the charity, it should then be able to obtain a tax credit for the donation in the same
way as all other businesses. If it donates all of its profits in the same tax-year they were earned the
tax treatment will be the same as it currently is.

We agree that the current arrangements, whereby the business operations of charities are exempt
from income tax, provide a tax advantage to those businesses. However, we disagree with the
assertion that this does not confer a competitive advantage. Any business with a lower cost structure
than all of its competitors has a competitive advantage over all of them. Inland Revenue’s reasoning
here takes no account of real world behaviour. Real businesses (and charities) make investment
decisions for a variety of reasons such as having social goals and/or remaining in a business
environment they are familiar with and thus reducing perceived risk.

What matters to a business is after-tax cashflows. A business that does not pay tax has greater after-
tax cashflows than its competitors, all else being equal. As well as conferring a tax advantage, this
confers a competitive advantage because its after-tax cost structure is lower. The more successful a
charity owned business is, the more of its profits can be distributed for charitable purposes.

Inland Revenue may be distracted by the thinking of the Tax Working Group who curiously reframed
competition concerns as “more about the extent to which charities are distributing or applying the
surpluses from their activities for the benefit of the charitable purpose. If a charitable business
regularly distributes its funds to its head charity, or provides services connected with its charitable



16.

purposes, it will not accumulate capital faster than a taxpaying business.”! Whilst this is true, we
cannot see how this relates to competition concerns.

The Taxpayers’ Union recommends that the Government tax charitable businesses, subject to a
suitable de minimis threshold, and allow businesses to receive a tax credit for any donations to
charitable causes. It matters not if a charitable business retains earnings for future investment in the
business. If in the future a portion of retained earnings are distributed for charitable purposes, such
distributions should receive tax credits for the business. Such credits should be available to all
businesses who donate to charitable causes. We recognise that this will increase the compliance costs
for businesses associated with charities, but consider that levelling the playing field amongst
competitors to be more important.

Not-for-profit and friendly society member transactions

17.

18.

19.

20.

21.

The NFP sector is diverse. It includes small unincorporated clubs and entities such as a neighbourhood
grocery collective that pools funds to purchase vegetables at a market, social clubs and incorporated
societies like the Taxpayers’ Union. However, it also includes some substantial enterprises. What is
meant by ‘not for profit’ can be unclear. Many entities make a surplus over expenses but are still
considered ‘not for profit’ on the basis that no person invests in the entity for monetary gain.
However, the annual surplus may be substantial if the entity is building up assets.

For example, the Taxpayers’ Union may accumulate funds to mount a policy campaign and may record
a surplus at the end of the financial year that is rapidly drawn down early in the next financial year. Is
Inland Revenue proposing to tax the surplus that only exists because of a timing difference between
the date a tax liability is calculated and the date that the surplus is depleted?

The paper’s problem definition is vague and what is being proposed is unclear. We have little idea of
what the practical impact might be on incorporated societies like ourselves or similar organisational
forms if Inland Revenue proceeds with the proposal. Inland Revenue’s main concern appears to stem
from a view that previous guidance on the mutual association rules did not correctly apply the law. An
updated operational statement has been drafted and is to be finalised pending the outcome of this
consultation.

The proposition seems to be that if a NFP does not restrict the distribution of its property at all times
to members, it is disqualified from being regarded as a mutual. If that is the case, transactions with
members that have the character of income, would be treated as income under the proposal,
mutuality aside. The main circumstance when the NFP’s property might be distributed to persons
other than members is on winding-up or dissolution. It is common for NFPs with material property
assets not to allow its property to be distributed to members and instead to be distributable only to
similar entities. Under the proposal, that would require the NFP to treat any surplus from member
transactions (used to acquire assets for the benefit of members) as taxable under the mutuality
principle.

Restricting mutuality to entities where the net assets can only be distributed to members makes no
policy sense. The purpose of the paper should be to arrive at the best policy position. If thereisa
concern such a clause restricts the application of mutuality, then this should be legislatively corrected.
If Inland Revenue has a contrary view, and believe this outcome makes policy sense, then their
reasoning should have been presented in the paper and not left to submitters to ‘guess’ what they are
thinking.

! Future of Tax: Final Report Volume 1: Recommendations — Tax Working Group, 21 February 2019, paragraph 39, page

103.



22.

23.

24.

25.

The proposal, as far as we can understand it, would not be a practical or sensible policy setting. It
would impose high compliance costs on the community or voluntary sector. It would be unworkable
in many cases — as the past Inland Revenue policy noted. Very little additional revenue would result.

The apparent response of increasing the amount deductible under DV 8 would not manage the
problems that would arise. That would not cover the many NFP entities that do not have a
constitution that prohibits property distribution to members, as required for DV 8 to apply as currently
worded. All NFP qualifying for a DV 8 deduction would be disqualified from mutuality treatment. In
any case if levies and subscriptions were taxed because they are viewed as providing member
benefits, then a very high DV 8 allowable deduction would be necessary meaning that for some NFPs
significant sums that should be taxed (investment income from third parties) would be made in effect
tax-free for members. For example, a large body corporate could build up material levels of reserves
to undertake deferred maintenance (eg. painting the building). It is illogical that this should be
addressed by having a de minimis rule.

Before changes are made here, Inland Revenue needs to clearly specify the problem and solutions by:
e Setting out the believed inconsistencies between the current policies and the legislation;

e |dentifying the policy changes that are believed to be required to comply with the legislation;

e Confirming the desired policy; and

e Specifying the legislative changes that are believed to be required to comply with the desired
policy.

In short, only a full application of the generic tax policy process will be sufficient to identify any actual
inconsistencies and the most appropriate way forward.

The Solution

26.

27.

We submit that the best solution would be for Inland Revenue to re-confirm its past policy in this area.
It is sensible and practical. It has worked for many years without to our knowledge significant
problems. There may be issues where mutual NFPs have over-allocated expenses to overly offset
investment and other third party investment income. If that is true, it is an audit issue that Inland
Revenue should address. Consideration should be given to increasing the DV 8 deduction limit and
removing the requirement for a prohibition of property distributions to members in order to qualify
for the DV 8 deduction.

If Inland Revenue is unable to come to this conclusion under current legislation, the legislation needs
to be amended to enable it to do so. Workable mutual legislative rules reflecting the practical
approach of Inland Revenue’s past policy may not be easy to draft. Possibly it will require providing
the Commissioner with a determination making power as to how and what should be regarded as a
non-taxable mutual transaction and what should be taxed.

Commissioner’s Updated View on NFPs

28.

Q10. What policy changes, if any, should be considered to reduce the impact of the Commissioner’s
updated view on NFPs, particularly smaller NFPs? For example:

e increasing and/or redesigning the current $1,000 deduction to remove small scale NFPs from the
tax system,



o modifying the income tax return filing requirements for NFPs, and
o modifying the resident withholding tax exemption rules for NFPs.

29. The Commissioner should confirm his past policy in this area. The suggested increase in the DV 8
deduction would not mitigate the problems that would arise from redrawing the NFP rules along the
lines raised in the paper.

Friendly societies and credit unions

30. Q1. What are the implications of removing the current tax concessions for friendly societies and
credit unions?

e What the paper terms ‘tax concessions for friendly societies and credit unions’ are in our view
merely a statutory exemption for what are in essence mutual entities. The exemption is provided
because the mutual legislative rules (providing the outcome of no tax through rebate deductions)
are not appropriate for these bodies.

e No justification is given by Inland Revenue for removal of the exemption except the comment that
they would seem inconsistent with the approach of the Issues Paper to NFPs generally. As above,
we do not agree with the approach the Issues Paper adopts for NFPs.

e The taxation of credit unions specifically has been subject to discussion papers and reviews a
number of times since 1988. As far as we are aware the last was in 2000 (The Tax Status of Credit
Unions). This does not seem to have resulted in any material change to the tax rules. The reason,
presumably, being that the rules do not need to be changed.

e Removing the exemption would generate high compliance costs and uncertainty with no material

revenue gain post these entities restructuring to get the appropriate tax outcome exemption
provides.

Income Tax Exemptions

Other income tax exemptions canvassed by the Issues Paper

31. Q12. What are the likely implications if the following exemptions are removed or significantly reduced:

local and regional promotional body income tax exemption,

¢ herd improvement bodies income tax exemption,

e e yeterinary service body income tax exemption,

* bodies promoting scientific or industrial research income tax exemption, and
e e non-resident charity tax exemption?

32. Apart from the non-resident charities, these entities seem to be in essence NFP mutuals. They may
not qualify as mutuals because they benefit the community more generally rather than members
more specifically. If they would qualify as mutuals, they may not be able to operate in practice under
the mutual legislative rules designed for more commercial organisations providing rebates to
members. This does not justify removing the exemption.



33.  For example, some of the bodies mentioned above can receive large amounts of “income” (including
government grants and industry contributions) to undertake a research initiative. There is no policy
logic to tax the build-up of these reserves when over time they will be expended on the research
initiative.

34. The Taxpayers’ Union is concerned about the materiality of the issue and whether or not these
exemptions are being increasingly used. We are concerned about Inland Revenue pursuing immaterial
purity at the expense of social and scientific benefits.

Fringe Benefit Tax

35. The Taxpayers’ Union understands the issues raised in the paper, but is concerned if enough work has
been performed to establish the materiality of any distortions to the labour market. If the distortions
are not significant, we would not want to see a policy and legislative change that raised costs in the
charity sector for no material gain. Doing so would be akin to ‘throwing the baby out with the
bathwater.’

36. We ask Inland Revenue to think very deeply and carefully before changing existing policies, regardless
of the outcome of the review of FBT rules.

Tax Simplification

Volunteers

37. The Taxpayers’ Union supports extending the FENZ simplification as an option for all NFPs as this will
reduce the tax compliance costs for volunteers who may be receiving honoraria.

Donation Tax Concessions

38. The finding that only one in five people make full use of the donation tax credits that are available to
them is very surprising. Therefore, the Taxpayers’ Union supports efforts to make it easier and quicker
for people donating to charities to receive the tax concession for doing so.

Concluding Comments

39. The Taxpayers’ Union supports the removal of the tax-free status of charitable businesses that are
operating to make a profit and which can subsequently be used to grow the business and/or be used
for charitable purposes. The business should receive a tax credit for any business profits or retained
earnings distributed for charitable purposes. The application of this policy should be subject to de
minimis rules to exclude operations owned or controlled by charities that make immaterial profits.

40. We have significant concerns with Inland Revenue targeting certain income tax and fringe benefit tax
exemptions. No tax system is perfect and taxes, by their very nature, distort economic decision-
making. We agree that tax concessions promoting certain economic sectors over others introduce
undesirable investment distortions. However, it is not clear that the examples provided in the paper
create material distortions. What is clear is that the activities listed provide social and scientific
benefits. Inland Revenue needs to do a lot more work to justify its pursuit of tax purity in these areas.

41. The Taxpayers’ Union supports the tax simplification proposals in the paper. Reducing compliance
costs for volunteers and making it quicker and easier for charitable donors to claim tax credits for their
donations are laudable goals.



42. We do not support the direction, as far as we can understand it, that Inland Revenue is taking in the
NFP sector. Taxing NFP operations on any surplus is contradictory to existing policy. Inland Revenue
appears to think the policy has to change, given its new interpretation of what the legislation requires.
This is potentially so significant for the sector that a full generic tax policy process must be undertaken
so that we can all understand exactly how Inland Revenue is thinking about this. Policy and legislative
changes must be presented and debated. The analysis and discussion in the Issues Paper is simply too
deficient for Inland Revenue to proceed any further until a GTPP is undertaken on this issue.

Yours sincerely
New Zealand Taxpayers’ Union Inc.

s 9(2)(a)

Ray Deacon

Economist
s 9(2)(a)
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Submission on: Taxation and the not-for-profit sector

Introduction

1. The New Zealand Nurses Organisation (NZNO) submits this response to Inland Revenue’s (IR) Issues
Paper on Taxation and the not-for-profit (NFP) sector, specifically addressing the draft operational
statement concerning taxation of membership subscriptions (p. 18).

2. NZNO, as the largest union for nurses and other healthcare occupations, represents over 60,000
members and provides advocacy, professional development, and industrial representation. NZNO is
concerned with the implications of the Commissioner’s draft operational statement, given the long-
standing approach that the principle of mutuality applies to unions and similar membership
organisations for income tax purposes.

3. The proposed taxation of membership subscriptions contradicts long-standing principles of tax law in
New Zealand and risks undermining the financial sustainability of membership organisations. This paper
sets out the key objections, the impact of the proposed taxation, and recommendations.

Key Objections

4. Paragraphs 4.4 to 4.8 of the Issues Paper asserts that most NFPs do not qualify for mutual treatment as
their constitutions prohibit surplus distributions, including upon winding up.

5. NZNO maintains that:

5.1. The principle of mutuality should remain valid for most NFP membership organisations, as members
fund the organisation collectively for their shared benefit.

5.2. A prohibition on surplus distribution on wind-up should not negate mutuality. A constitution that
requires that surplus funds must be allocated to a similar NFP reflects the shared objectives of
members with respect to any surplus. The constitutional provisions ensure the mutually agreed
approach is carried out, resulting in continued alignment with the mutuality principle. Recent
amendments to the Incorporated Societies Act 2022 (“the Act”) reinforce this.

5.3. If IR’s interpretation is applied, it could invalidate mutuality treatment for virtually all incorporated
societies (unless specific exemptions applied) due to restrictions in the Act regarding distributions on
windup. This would in our view be an unjust outcome, given the role that membership organisations
—and particularly Unions — play in society.
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The Role of Unions and the Principle of Mutuality

6.

Unions exist for the collective benefit of their members. NZNO, as the largest union for nurses and other
healthcare occupations, represents over 60,000 members and provides advocacy, professional
development, and industrial representation. Membership fees are not revenue in a commercial sense,
but a means for members to pool resources for shared objectives.

Taxing membership subscriptions would suggest that these fees are profit-driven transactions, rather
than collective contributions to a common cause. Unions do not distribute profits; all funds are
reinvested in services that advance members’ professional, workplace, and economic interests.

The final IR position on this matter should take into account the nature of union membership, and focus
on the core principle that mutual associations should not be taxed on contributions made by their
members for their collective benefit. Taxing subscriptions in this context would be akin to taxing
members for trading with themselves.

Impact of the proposed taxation

9.

10.

11.

12.

Significant Financial Burden

Applying tax to membership subscriptions risks imposing an unsustainable financial burden on unions
and other NFPs. This taxation would erode the resources available for bargaining, advocacy, legal
support, and campaigns, ultimately weakening unions' ability to protect workers’ rights and improve
workplace conditions.

Deterrent to Long-Term Planning

Unions accumulate reserves to fund future projects, including legal cases, industrial disputes, and
advocacy efforts. The proposed taxation would incentivise short-term spending to avoid tax liabilities,
undermining financial stability and long-term strategic planning.

Erosion of Worker Power

Unions play a crucial role in civil society which is recognised globally by seeking to bring balance to the
power relationship between workers and employers. Unlike employers, which have flexibility in choosing
their legal form, unions are constrained by statutory requirements requiring the use of an Incorporated
Society. Imposing taxation on their primary source of income exacerbates power imbalances and directly
weakens collective bargaining efforts.

Increased Compliance Costs

Under Section 6A(2)(c) of the Tax Administration Act 1994, The Commissioner is required to have regard
to “the compliance costs incurred by persons” in undertaking their activities. This change in tax
treatment would greatly impact organisations’ compliance costs. The paper does not contain an
assessment of the potential costs of administration to these changes within the Issues Paper, nor is
there any cost/benefit analysis to determine if the compliance costs would outweigh the financial
benefits.

Conclusion and Recommendation

13.

NZNO submits that, if the current operational assertion regarding the principle of mutuality is finalised,
then law change is required. The current draft position would mean the principle does not apply to
unions and similar NFPs, and this is not a sensible conclusion to reach. In our view the proposed taxation
of membership subscriptions disregards the historical and legal context of incorporated societies and
unfairly penalises unions and other NFPs.



14. NZNO urges IR to:

14.1. Retain the existing approach, recognising membership subscriptions as non-taxable under the
common law principle of mutuality — either through reconsideration of the breadth of the current
principle, or by legislative amendment if required; and

14.2. Provide explicit confirmation that membership organisations operating for the collective benefit of
their members, are not subject to taxation on member subscriptions.

15. The existing framework effectively differentiates between commercial entities and NFPs. No compelling
policy rationale has been provided to justify this fundamental shift. NZNO strongly recommends
maintaining the current taxation treatment of membership subscriptions to preserve the financial
viability and core functions of unions and other NFP organisations.

16. For completeness we note that it is accepted by NZNO that membership organisations should pay tax on
other (non-subscription) member and non-member transactions.

s 9(2)(a)

Paul Goulter
CEO
New Zealand Nurses Organisation Topitanga Tapuhi Kaitiaki o Aotearoa
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All my working life has been in the New Zealand agriculture sector, with the final 20
years working as an employee and then shareholder of a large privately owned
veterinary business.

My role within the business as a non-veterinarian was focused on sales, purchasing of
products and training of our rural sales and vet teams to add value to our farming
client’s business.

One of our main competitors is the Animal Health Centre Waikato Incorporated (Anexa),
who over the years have used tax free income to purchase privately owned tax paying
vet business to grow from their Morrinsville base to now having 11 branches.

My absolute passion was to add value by working with our farming clients by providing
the appropriate products and service and make a profit in the process.

It became increasingly frustrating as Anexa grew their footprint for our team as Anexa
would base their “sales pitch” to gain business by cutting the price on the product or
service that we were already delivering to our clients. Our clients would question that
we were making “big” profits not understanding that we had to pay tax on our profit
whereas the Vet Club gets to keep all the money from the sales and hence be able to
undercut our price.

This would lead to our business reducing margins and hence the ability to investin
many things like staff training, new technology, education, remuneration, equipment,
supporting the community to name a few.

| am connected to many privately vet businesses throughout New Zealand and they all
have the same issues when competing against vet club, vet clubs destroy value by
competing on price and that ultimately is destroying value for our farming clients and
New Zealand’s ability to remain completive in the agricultural sector.

The New Zealand agriculture sector has many challenges ahead and without a strong,
robust, and profitable veterinary industry many of these challengers will not be met.



Plenty of income for the clubs is derived from non-member companion animal
customers which is completely out of line as to why the tax-free status was initially set
up. The tax-free status was to post-World War two facilitate international veterinary
surgeons to relocate to rural areas of New Zealand to provide services to the farming
industry to grow the New Zealand agriculture sector. The need for this law long expired.

It has been questioned how our trading partners view this tax-free status of veterinary
products and services to many New Zealand farmers when those farmers are
represented in trade agreements as non-subsidized, it could indeed jeopardize trade
agreements.

Most veterinary clubs are governed by their farmer members who are only interested in
a “better deal” which is ironical as it the very farmer members that will ultimately loose
out if this well outdated taxation inequality is not ended.

At the age of 61 | decided to sell my shares in the veterinary business and pursue other
business investments after becoming disillusioned with the industry and successive
governments not addressing the unfair and divisive tax status issues confronting our
veterinary industry.
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Donation Tax Concessions

We want these Donation Tax Concessions retained

With the rising cost of postage we have introduced an annual receipt for our regular monthly supporting
donors so that the receiptis sent out only at the completion of the 31 March year.

Otherwise we provide a tax receipt for each individual donation which is emailed or posted at that time.
People do contact us on a regular basis when they have misplaced their receipt and tell us they are preparing
their claim for the donation tax concession.

We are a relatively small charity with limited staff and time. Our Vega System does not provide for nor do we
maintain IRD numbers for our donors and we do have nor can we afford any additional time to spend to allow
Inland Revenue to collect data from our donee organisation to pre-fill DTC claims to streamline the DTC
claiming process.

In these tight economic times we have struggled with a number of set-backs to retain donors and we are
concerned that this additional requirement will result in a loss of donor support. Set-backs that have affected
us quite badly recently have been the Trading banks discontinuing cheques and Spark discontinuing the 0900
donation lines.

Donors, especially our older long term supporters, previously found it simple to send a cheque or use the
Spark 0900 donation line which put a debit on their phone account and when these simple options were
discontinued we lost a lot of donor support because not all wanted credit cards or had a computer to do
internet banking.

Fringe Benefit Tax

We want these Fringe Benefit Concessions retained

We struggle to supply a regular in person contact with our members. Muscular Dystrophy is a rare and
degenerating disease where those people who are affected their physical condition deteriorates and our
members struggle with transport and health issues. Using motor vehicles we try to make regular contact with
as many of our members as possible to assist in establishing the best outcomes for their issues whether it is
housing, health, transport or their equipment and carer needs. Our staff work using their home as a base in
most instances and so any change to the FBT rules would adversely affect us economically. Also we have
limited accounting and finance resources to maintain FBT returns to IRD etc.

Taxation Exemption on Interest and Dividends

We need to see this retained. We need to provide employment security for our staff. In a lot of ways we have no
control over our financial support from donors. Therefore through the economic cycle when in the highs we
may receive more income from donors than our expenses but we have to save this as in the lows of the
economic cycle ourincome from donors may be less than our expenses. The tax exemption on interest and
dividends helps us to be able ride these economic highs and lows and retain our experienced staff to enable us
to continue our work to provide the essential support that our member community needs and relies upon.



Brian Hadley

Accountant & Business Manager

Muscular Dystrophy Association of New Zealand

419 Church Street East, Penrose, Auckland

0800 800 337 Mobile 8 9(2)(d) | Charity Number CC31123
facebook.com/MDANationalOffice | www.mda.org.nz

18 Sept-1 Oct www.roll1kforMDA.org.nz
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Excellent!

Alan for TTF
s 9(2)(a)

On Mon, 31 Mar 2025 at 1:57 PM, Alex Skinner <S 9(2)(a) wrote:
Thank you for the opportunity to respond to your consultation document 'Taxation and the not-for-
profit sector'.
| am responding on behalf of The Tait Foundation.
Background to The Tait Foundation (TTF)
TTF is a charity established by Sir Angus Tait with a clear purpose (extracted from trust deed):
Devote or apply the same both capital and income to or for any educational purposes in New
Zealand which are charitable...to grant financial assistance towards the organisation, establishment
oradvancement in New Zealand, of any universities, schools, education centres or like organisations
of purely educational and charitable nature including the funding of scholarships in New Zealand
Our educational focus is on Science, Technology, Engineering and Mathematics (STEM).
The Trust has a diversified asset base which consists of a long term loan, commercial property and a
portfolio of investments. The trust does not undertake any business activities other than investing
with the goal of generating income for donations - we do not trade and do not compete with non tax
paying entities.

In recent years TTF has made donations in excess of $1m a year.

Response to the consultation document
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https://www.theimpactinitiative.org.nz/publications/roadmap-for-impact
https://www.taxpolicy.ird.govt.nz/-/media/project/ir/tp/consultation/2025/taxation-and-the-not-for-profit-sector.pdf?modified=20250303232403&modified=20250303232403



https://not-for-profit.org.nz/2025-a-new-year/
https://www.charities.govt.nz/assets/Nga-Ratonga-Kaupapa-Atawhai-Annual-Review-2023_2024.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Charities-Modernising-the-Charities-Act-Discussion-Document-April2019/$file/Charities-Modernising-the-Charities-Act-Discussion-Document-April2019.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/Charities-Modernising-the-Charities-Act-Discussion-Document-April2019/$file/Charities-Modernising-the-Charities-Act-Discussion-Document-April2019.pdf
https://www.charities.govt.nz/assets/Nga-Ratonga-Kaupapa-Atawhai-Annual-Review-2023_2024.pdf
https://charities.govt.nz/assets/Annual-Review-Report-2021-ed.pdf



https://www.charities.govt.nz/im-a-registered-charity/running-your-charity/charities-obligations-under-the-law/
https://www.charities.govt.nz/im-a-registered-charity/running-your-charity/charities-obligations-under-the-law/
https://tbinternet.ohchr.org/_layouts/15/treatybodyexternal/Download.aspx?symbolno=CEDAW%2FC%2FNZL%2FCO%2F9&Lang=en
https://tbinternet.ohchr.org/_layouts/15/treatybodyexternal/Download.aspx?symbolno=CEDAW%2FC%2FNZL%2FCO%2F9&Lang=en
https://www.ohchr.org/en/instruments-echanisms/instruments/conventionelimination-all-forms-discrimination-against-women
https://www.ohchr.org/en/instruments-echanisms/instruments/conventionelimination-all-forms-discrimination-against-women
https://sdgs.un.org/goals



https://assets.nationbuilder.com/ncwnz/pages/1026/attachments/original/1673141702/S22.21_Charities_Amdt_Bill.pdf?1673141702
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http://www.healthyfamilieswaitakere.org.nz/
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